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Chapter 208-04 WAC
GENERAL PROVISIONS

WAC

208-04-010
208-04-020
208-04-030

Definitions.

Purpose; effective date.

Requirements for loans to department employees and
the director.

WAC 208-04-010 Definitions. For the purposes of this
chapter:

(1) "Department” means the department of financial
institutions.

(2) "Director" means director of the department.

(3) "Financia institution" means any bank, consumer
loan company, credit union, foreign bank branch, savings
bank, savings and loan association, trust company or depart-
ment, securities broker-dealer, investment advisor, or similar
lending institution under the department's direct jurisdiction.

[Statutory Authority: RCW 43.19.080. 94-09-010, § 208-04-010, filed
4/11/94, effective 5/12/94.]

[Title 208 WAC—p. 2]

Title 208 WAC: Financial Institutions, Department of

WAC 208-04-020 Purpose; effective date. The pur-
pose of this chapter is to implement RCW 43.19.080, which
regulates the manner by which the director and empl oyees of
the department may lawfully borrow money from financial
institutions under the jurisdiction of the department. This
chapter applies to loans and material changes to loans made
on or after October 1, 1993.

[Statutory Authority: RCW 43.19.080. 94-09-010, § 208-04-020, filed
4/11/94, effective 5/12/94.]

WAC 208-04-030 Requirementsfor loansto depart-
ment employees and the director. The following proce-
dures and requirements govern loans from financial institu-
tions to employees and the director:

(1) Requirements for all employees. No employee of
the department may borrow money from a financial institu-
tion under the jurisdiction of the department unlesstheloanis
consistent with RCW 43.19.080. The director shall inform
employees of the requirements for loans from financial insti-
tutions that are specified in these rules and in RCW 43.19.-
080.

(2) Loan notification and determination of conform-
ance requirements for employees with administrative or
regulatory duties and the director.

(8 Any employee of the department who the director
determines has administrative authority or carries out func-
tions of aregulatory or discretionary nature that could affect
afinancia institution or its officers or employees shall pro-
vide notice to the director of a proposed loan by the financial
institution to the employee. Upon receipt of the notice, the
director or the director's designee shall promptly review the
loan and notify the employee in writing whether or not the
loan conforms with RCW 43.19.080. In cases where the loan
does not conform, the director or the director's designee shall
notify the employee in writing of the reason why it fails to
conform and demand that the terms of the loan be modified to
conform with the law. If the loan is not modified, the director
shall commence appropriate action.

(b) In making a loan conformance determination
required by (a) of this subsection, the director or the director's
designee may consider:

(i) A written and sworn declaration by the applicant's
loan officer or broker that the terms offered and underwriting
procedures used are not |ess stringent than those prevailing at
the time for comparable transactions with other persons not
employed by either the department or the financial institu-
tion;

(i) Rates and terms readily available in a newspaper of
general circulation quoting rates and terms contemporaneous
with the applicant's loan; and

(iii) Other relevant information necessary to make a
knowledgeable determination that the loan conforms with
RCW 43.19.080.

(c) The employee shall provide notice of 1oans covered
by (a) of this subsection on forms prepared by the depart-
ment. Forms must include all material terms, including but
not limited to, the type of loan, the name of the financial insti-
tution, the interest rate, the term, the amount financed, the
loan fees, and all collateral requirements. Forms must also
include the sworn declaration described in (b)(i) of this sub-
section.
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(d) Thedirector shall provide notice to the governor of a
proposed loan by a financial institution to the director that is
subject to RCW 43.19.080. The governor or the governor's
designee shall make a written determination of conformance
of the loan in accordance with the same procedures and
requirements and using the same forms as are required for
other employees of the department, as specified in this sec-
tion.

(3) Special loan transactions and circumstances. The
following requirements govern special loan transactions and
circumstances:

(& A material change in terms of outstanding loans or
obligations on aloan from afinancial institution is subject to
the requirements of this section. Material changes include,
but are not limited to, changes in amount disbursed on term
loans, changes in interest rate, changes in loan fees, and
changesin collateral requirements.

(b) All lines of credit, including credit cards, extended to
employees and the director from a financial institution are
subject to the requirements of this section at the time the line
of credit is approved. Subsequent draws on the line of credit
are not subject to these requirements unless the terms of the
line of credit are materially changed. An increase in the
amount of the line of credit is not considered a material
changeinterms.

(c) An employee whose loan is held by an institution that
subsequently comes under the jurisdiction of the department
through merger, conversion, or other business transaction is
not subject to the requirementsthis section. However, amate-
rial change in terms of such an outstanding loan or obligation
is subject to the requirements.

(d) A loan made to an employee from an institution not
under the jurisdiction of the department that is subsequently
sold to an institution under the department's jurisdiction, in
wholeor in part, is not subject to the requirements of this sec-
tion. However, a material change in termsin such aloan is
subject to the requirements.

(e) The director shall adopt conflict of interest standards
and procedures, consistent with the purposes of this chapter
and RCW 43.19.080, that govern loans made by financial
institutions to persons or entities other than the employee
when the proceeds of the loan provide a clear financial bene-
fit to the employee. These loans include, but are not limited
to, loans to businesses or other enterprises in which the
employee has a substantial financial interest, and loans to
spouses and other immediate family members of the
employee.

(4) Violation of rules. A violation of this section may
subject the employee to appropriate discipline.

[Statutory Authority: RCW 43.19.080. 94-09-010, § 208-04-030, filed
4/11/94, effective 5/12/94.]

Chapter 208-08 WAC
ADJUDICATIVE PROCEDURES

WAC

208-08-010 Application of this chapter.

208-08-020 Adoption of rules of procedure.

208-08-030 Appearance and practice before the department.
208-08-040 Notice of appearance or withdrawal.
208-08-050 Requests for adjudicative hearing.

208-08-060 Discovery.
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208-08-040

208-08-070 Production of documents to parties.
208-08-080 Depositions upon oral examination.
208-08-090 Submission on stipulated facts.
208-08-100 Consolidation of proceedings.
208-08-110 Prehearing conferences.

208-08-120 Informal settlements.

208-08-130 Prehearing and posthearing memoranda.
208-08-140 Transcript of proceedings.

WAC 208-08-010 Application of this chapter. This
chapter applies to all adjudicative proceedings under the
jurisdiction of the department of financia institutions or the
director of the department of financial ingtitutions. This chap-
ter does not apply to investigations conducted under the
authority granted by the acts administered by the department.

[Statutory Authority: RCW 43.320.040 and 34.05.250. 96-11-035, § 208-
08-010, filed 5/6/96, effective 6/6/96.]

WAC 208-08-020 Adoption of rulesof procedure. (1)
Model rules. The department adopts the model rules of pro-
cedure as set forth in WAC 10-08-035 through 10-08-230. If
there is a conflict between the model rules and this chapter,
the rules in this chapter shall govern. Wherever the term
"agency" appearsin the model rulesit means the department
of financial institutions.

(2) Brief adjudicative proceedings. The department
specifically adopts the criteria and procedures for brief adju-
dicative proceedings contained in RCW 34.05.482 through
34.05.494. The department will usethis procedurein any pro-
ceeding under chapter 293, Laws of 1996, regarding the sus-
pension of escrow agent licenses for nonpayment of student
loans.

[Statutory Authority: RCW 43.320.040 and 34.05.250. 96-11-035, § 208-
08-020, filed 5/6/96, effective 6/6/96.]

WAC 208-08-030 Appearance and practice before
the department. (1) Only the following persons may appear
in a representative capacity before the department or its des-
ignated presiding officer:

(a) Attorneys at law entitled to practice before the
supreme court of the state of Washington.

(b) Attorneys at law entitled to practice before the high-
est court of record of another state, if attorneysat law are per-
mitted to appear in a representative capacity before adminis-
trative agencies of that state, and if not otherwise prohibited
by the laws of this state.

(c) A bonafide officer, partner, or full-time employee of
an individual firm, association, partnership, or corporation
who appears for such individual firm, association, partner-
ship, or corporation.

(2) The presiding officer may allow other forms of repre-
sentation if he or she deems the representation satisfactory.

[Statutory Authority: RCW 43.320.040 and 34.05.250. 96-11-035, § 208-
08-030, filed 5/6/96, effective 6/6/96.]

WAC 208-08-040 Notice of appearance or with-
drawal. (1) Appearance. Each attorney or other representa-
tive shall file a written notice of appearance with the depart-
ment and the presiding officer and shall serve a notice of
appearance on all attorneysand representativesthen of record
and on all unrepresented parties. The notice shall contain the
name, address and tel ephone number of the attorney or repre-
sentative.
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(2) Withdrawal. Any attorney or representative who
withdraws from representing a party shall fileawritten notice
of withdrawal with the department and the presiding officer
and shall serve the notice of withdrawal on all attorneys and
representatives then of record and on all unrepresented par-
ties. The notice shall contain the effective date of the with-
drawal, and, if known, the name of the person who will rep-
resent the party from that time forward. Withdrawal of a
party's attorney or representative after the service of a notice
of hearing shall not be grounds for the continuance of the
hearing unless good cause is shown.

[Statutory Authority: RCW 43.320.040 and 34.05.250. 96-11-035, § 208-
08-040, filed 5/6/96, effective 6/6/96.]

WAC 208-08-050 Requestsfor adjudicative hearing.
(1) Where filed—Form. All requests that the department
conduct an adjudicative hearing shall befiled with the depart-
ment on the form provided by the department or on a form
that is substantially similar.

(2) Time limits for request. The department must
receive the request for an adjudicative hearing no later than
twenty calendar days after the department serves the appli-
cant with awritten notice of an opportunity to request a hear-
ing upon department action or contemplated department
action. Service upon the applicant is completed when madein
accordance with WAC 10-08-110 (2) and (3) or as provided
by the statute under which the department initiated the action.
If the statute under which the department initiated the action
specifically provides for a different time limit, the time limit
inthat statute shall apply unlessit has been superseded by the
Administrative Procedure Act, chapter 34.05 RCW, but in no
case shall the time limit for requesting an adjudicative hear-
ing be less than twenty calendar days.

(3) Failure to request hearing. Failure of an applicant
to file an application for an adjudicative hearing within the
timelimit set forth in subsection (2) of this section constitutes
a default and results in the loss of the applicant's right to an
adjudicative hearing. When an applicant defaults, the depart-
ment may proceed to resolve the case pursuant to RCW
34.05.440(1).

[Statutory Authority: RCW 43.320.040 and 34.05.250. 96-11-035, § 208-
08-050, filed 5/6/96, effective 6/6/96.]

WAC 208-08-060 Discovery. (1) Motion required.
Unless discovery is included in the prehearing order as pro-
vided in WAC 208-08-110, a party wishing to make discov-
ery must file a motion for discovery with the presiding
officer. The party must also serve the discovery motion on all
other parties to the proceeding. Any party opposing the
motion must file aresponse with the presiding officer and the
response must be served on all parties within ten calendar
days after service of the motion.

(2) Hearing on discovery motion. Any party may
request a hearing on a discovery maotion. If the presiding
officer determines that a hearing on the motion is warranted,
he or she shall give all parties at least three business days
notice of the time and place for the hearing.

(3) Decision on motion. The presiding officer may
determine the extent and conditions of discovery in any adju-
dicative proceeding, considering the criteriaset forthin RCW
34.05.446(3) and WAC 208-08-070 and 208-08-080. The
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presiding officer shall rule upon the motion only after all par-
ties have responded or the time for response has passed.

[Statutory Authority: RCW 43.320.040 and 34.05.250. 96-11-035, § 208-
08-060, filed 5/6/96, effective 6/6/96.]

WAC 208-08-070 Production of documents to par-
ties. (1) Place of production. When production of docu-
ments is allowed, they shall be produced for inspection and
copying at the department's headquarters, at such other place
asthe parties may agree in writing, or as the presiding officer
orders. In the case of documents produced by the department,
a party may not remove the documents from the department's
offices other than by written agreement of the department.
This agreement shall specify the document subject to the
agreement, the date for return of the document, and any other
terms or conditions as are appropriate to provide for the safe
keeping of the documents.

(2) Copying procedures and charges. The party
requesting production may photocopy any documents pro-
duced. The requesting party isresponsible for the cost of pho-
tocopying. The documents produced by the department may
be copied at the department's offices or such other places as
the parties may agree. Charges for copies made by the depart-
ment for a requesting party will be at a rate agreed upon by
the parties, or as ordered by the presiding officer.

[Statutory Authority: RCW 43.320.040 and 34.05.250. 96-11-035, § 208-
08-070, filed 5/6/96, effective 6/6/96.]

WAC 208-08-080 Depositions upon oral examina-
tion. (1) Filing of transcripts. If adeposition is allowed, it
shall be recorded, including all questions and aobjections. If
one of the parties orders a transcript, the testimony shall be
transcribed verbatim under the direction of the court reporter,
who shall certify the transcript. The witness shall sign the
transcript or waive signature. If a deposition is transcribed,
the court reporter shall file the original transcript and any
exhibits to it with the presiding officer. The witness and any
party may purchase a copy of the transcript from the court
reporter.

(2) Cost. The party requesting the deposition shall pay
the cost of the deposition, including any sitting or facility fee.
A party ordering acopy of atranscript must make appropriate
arrangements to pay the court reporter.

(3) Videotaping of depositions. If avideotaped deposi-
tion is allowed, Superior Court Civil Rule 30 (b)(8) shall
apply.

[Statutory Authority: RCW 43.320.040 and 34.05.250. 96-11-035, § 208-
08-080, filed 5/6/96, effective 6/6/96.]

WAC 208-08-090 Submission on stipulated facts.
With the agreement of the department, a party may waive a
hearing and submit its case upon stipulated facts and briefs.
Submission of a case without a hearing does not relieve the
parties from the necessity of proving the facts supporting
their allegations or defenses. The presiding officer shall
review the submissions of the parties and shall enter a pro-
posed order, including findings of fact and conclusions of
law. If the parties agree, they may submit the stipulated facts
tothedirector or designee for afinal order, bypassing the pre-
siding officer.
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[Statutory Authority: RCW 43.320.040 and 34.05.250. 96-11-035, § 208-
08-090, filed 5/6/96, effective 6/6/96.]

WAC 208-08-100 Consolidation of proceedings. If
there are multiple adjudicative proceedings involving com-
mon issues, the department or a party may notify the presid-
ing officer of the common issues and request consolidation of
the actions. If no other party objects, the presiding officer
shall consolidate the proceedings. If another party objects,
the presiding officer, in hisor her discretion, may consolidate
the proceedings.

[Statutory Authority: RCW 43.320.040 and 34.05.250. 96-11-035, § 208-
08-100, filed 5/6/96, effective 6/6/96.]

WAC 208-08-110 Prehearing conferences. The
department encourages the use of prehearing conferences. If
aparty requests aprehearing conference, the presiding officer
shall grant the request unless good cause is shown. WAC 10-
08-130 governs the conduct of prehearing conferences.

[Statutory Authority: RCW 43.320.040 and 34.05.250. 96-11-035, § 208-
08-110, filed 5/6/96, effective 6/6/96.]

WAC 208-08-120 Informal settlements. The depart-
ment encourages informal settlement of matters before the
agency. Any person who believes his or her interest in an
adjudicative proceeding may be settled informally may con-
tact the department. The department specifically adopts
WA C 10-08-230 setting forth procedures for informal settle-
ments.

[Statutory Authority: RCW 43.320.040 and 34.05.250. 96-11-035, § 208-
08-120, filed 5/6/96, effective 6/6/96.]

WAC 208-08-130 Prehearing and posthearing mem-
oranda. The presiding officer shall grant all timely requests
to submit prehearing and posthearing memoranda and shall
set areasonable time for the submission of the memoranda. If
a party files a posthearing memorandum, the opposing party
has the right to file a response.

[Statutory Authority: RCW 43.320.040 and 34.05.250. 96-11-035, § 208-
08-130, filed 5/6/96, effective 6/6/96.]

WAC 208-08-140 Transcript of proceedings. (1)
Recording and transcripts. Testimony and argument at the
hearing shall be recorded either electronically or stenograph-
ically. Any party, upon motion, may order the court reporter
to transcribe the proceedings at the party's expense. A party
who orders a transcript of the proceedings shall provide the
original transcript to the presiding officer at that party's
expense, and upon such other terms as the presiding officer
shall order.

(2) Correction of transcript. Correctionsinthe official
transcript may be made only to make it conform to the evi-
dence presented at the hearing. The presiding officer may call
for the submission of proposed corrections and may dispose
of them at appropriate times during the proceeding. If the par-
ties agree and the presiding officer approves, transcript cor-
rections may be incorporated into the record at any time dur-
ing the hearing or after the close of evidence. All corrections
must be made within ten calendar days after receipt of the
transcript unless the presiding officer allows a different
period.

(2009 Ed.)

208-12-030

[Statutory Authority: RCW 43.320.040 and 34.05.250. 96-11-035, § 208-
08-140, filed 5/6/96, effective 6/6/96.]

Chapter 208-12 WAC
PUBLIC RECORDS

WAC

208-12-010 Purpose—Scope—Conflict with other regulations.
208-12-020 Definitions.

208-12-030 Description of organization of department.
208-12-040 Location of administrative offices.
208-12-050 Office hours.

208-12-070 Procedure to request public records.
208-12-080 Protection of public records.

208-12-090 Copying.

208-12-100 Exemptions.

208-12-110 Denials of public records requests—Review.
208-12-120 Records index.

208-12-130 Information—Address.

WAC 208-12-010 Purpose—Scope—Conflict with
other regulations. The purpose of this chapter is to ensure
compliance with chapter 42.17 RCW, Disclosure—Cam-
paign finances—L obbying—Records; and in particular RCW
42.17.250 through 42.17.348 dealing with public records. It
establishes general, consistent rules regarding public records.
Divisions may adopt additional rules to supplement this
chapter. If specific rules adopted by a division conflict with
this chapter, the specific rules control in those situations.

[Statutory Authority: RCW 43.320.040 and 42.17.250. 96-14-082, § 208-
12-010, filed 7/1/96, effective 8/1/96.]

WAC 208-12-020 Definitions. "Person” means any
individual, partnership, joint venture, public or private corpo-
ration, limited liability company, association, federal, state or
local government entity or agency however constituted, or
any other organization or group of persons, however orga-
nized.

"Public record" means any writing containing informa-
tion relating to the conduct of government or the performance
of any governmental or proprietary function prepared,
owned, used or retained by the department regardless of
physical form or characteristics.

"Writing" means handwriting, typewriting, printing,
photostating, photographing and every other means of
recording any form of communication or representation,
including, but not limited to, letters, words, pictures, sounds;
or symbols, or combination thereof, and all papers, maps,
magnetic or paper tapes, photographic films and prints,
motion picture, film and video recordings, magnetic or
punched cards, discs, drums, diskettes, sound recordings, and
other documents including existing data compilations from
which information may be obtained or translated.

[Statutory Authority: RCW 43.320.040 and 42.17.250. 96-14-082, § 208-
12-020, filed 7/1/96, effective 8/1/96.]

WAC 208-12-030 Description of organization of
department. The department is an administrative, supervi-
sory, licensing, regulatory and chartering agency.

(1) The department is organized pursuant to chapter
43.320 RCW under a director and four assistant directors.
The director has delegated authority to each assistant director
to act in a specific functional area. The four functional areas
are: Thedivision of banks; the consumer services and admin-
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istration division; the division of credit unions; and the secu-
rities division. These divisions regulate various programs,
such as banks, trust companies, savings banks, savings and
loan associations, alien banks, bank holdings companies,
agricultural credit corporations, consumer loan companies,
check cashers and sellers, mortgage brokers, escrow agents,
credit unions, securities, mutual funds, commaodities, fran-
chises, business opportunities, and other similar institutions
or areas.

(2) The department is charged with protecting the public
interest, protecting the safety and soundness of depository
institutions and entities under the jurisdiction of the depart-
ment, ensuring access to the regulatory process for al con-
cerned parties, and protecting the interests of investors.

(3) The governor appoints the director, with the consent
of the senate. The director holds office at the pleasure of the
governor.

(a) The director has complete charge of the department.
The director may deputize one of the assistant directors to
exercise the powers and duties of the director in the event of
his or her absence. The director may delegate duties to assis-
tant directors, but there are statutory limitations in RCW
43.320.060 to his power to delegate, and the director remains
responsible for all official acts of the employees.

(b) By specific powers of legislation and delegation the
director has the responsibility and authority to act and direct
in the following areas:

(i) Administer the laws pertaining to licensing and regu-
lation of state banks, savings banks, foreign bank branches,
savings and loan associations, credit unions, consumer loan
companies, check cashers and sellers, trust companies and
departments, securities, mutual funds, franchises, business
opportunities, commodities, escrow agents, mortgage bro-
kers, and other similar institutions or areas. A full-time staff,
including field examiners, carries out these duties.

(if) Adopt and enforce rules consistent with and neces-
sary to carry out the provisions of existing laws.

(4) Chapter 34.05 RCW, the Administrative Procedure
Act, and department rules govern the formal and informal
proceedings conducted by the department.

[Statutory Authority: RCW 43.320.040 and 42.17.250. 96-14-082, § 208-
12-030, filed 7/1/96, effective 8/1/96.]

WAC 208-12-040 L ocation of administrative offices.
The administrative offices of the department and all divisions
are located in Room 300 of the General Administration
Building, 210 - 11th Avenue SW, Olympia, Washington;
P.O. Box 41200, Olympia, WA 98504-1200.

[Statutory Authority: RCW 43.320.040 and 42.17.250. 96-14-082, § 208-
12-040, filed 7/1/96, effective 8/1/96.]

WAC 208-12-050 Office hours. Public records are
available for inspection and copying during customary office
hours. For the purposes of this chapter, customary office
hours are from 8:00 a.m. to noon and from 1:00 p.m. to 4:00
p.m., Monday through Friday, excluding legal holidays.

[Statutory Authority: RCW 43.320.040 and 42.17.250. 96-14-082, § 208-
12-050, filed 7/1/96, effective 8/1/96.]

[Title 208 WAC—p. 6]
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WAC 208-12-070 Procedure to request public
records. (1) Members of the public may inspect, copy or
obtain copies of public records by making a request on the
public records request form prescribed by the division hold-
ing the record. The form is available at the administrative
office and should be given or mailed to the appropriate divi-
sion. The request shall include the following information:

(8) The name of the person requesting the records;

(b) The date and time of day on which the request was
made;

(c) The nature of the request;

(d) If the record requested is referenced within the index,
a reference to the requested record as it is described in the
index; and

(e) If therequested matter is not identifiable by reference
to the index, an appropriate description of the record
requested.

(2) The staff person to whom the request is made will
assist in identifying the public record requested.

(3) The department may inquire about the reason for a
request for alist of individuals to determine whether the list
will be used for commercial purposes.

(4) All requests for public records will be acknowledged
within five working days after receipt with:

(a) Theinformation requested;

(b) An estimated time required to respond to the request;
or

(c) A denial of the request.

[Statutory Authority: RCW 43.320.040 and 42.17.250. 96-14-082, § 208-
12-070, filed 7/1/96, effective 8/1/96.]

WAC 208-12-080 Protection of public records. It is
the department's responsibility to prevent unreasonable inva-
sions of privacy, protect public records from destruction,
damage or disorganization, and prevent excessive interfer-
ence with essential functions of the department. Before a per-
son may review original records, that person must agree to
the following conditions:

(2) Therecords may not be removed from the area desig-
nated for review;

(2) The records may not be destroyed;

(3) The records may not be altered in any way;

(4) The records may not be defaced in any way, includ-
ing marking upon, folding or folding anew if in folded form,
tracing or fastening with clips or other fasteners except those
that already exist in thefile;

(5) The records may not be cut, torn or mutilated in any
way;

(6) The records must be kept in the order in which
received; and

(7) The records will be returned to the department when
no longer required by the requester, but no later than the end
of customary business hours.

[Statutory Authority: RCW 43.320.040 and 42.17.250. 96-14-082, § 208-
12-080, filed 7/1/96, effective 8/1/96.]

WAC 208-12-090 Copying. The department does not
charge a fee for inspecting public records. The department
may charge fifteen cents per page for providing copies of
public records. If copies are requested, the department will
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make copies or make the department's copying facilities
available.

[Statutory Authority: RCW 43.320.040 and 42.17.250. 96-14-082, § 208-
12-090, filed 7/1/96, effective 8/1/96.]

WAC 208-12-100 Exemptions. All public records of
the department are available for public inspection and copy-
ing pursuant to these rules, unless the department determines
that arequested public record is exempt under the provisions
of RCW 42.17.310 or other statute.

(1) Various statutes exempt certain records from disclo-
sure, including but not limited to: Securities, RCW 19.100.-
242, 19.110.140, 21.30.170, 21.30.370, 21.20.480, 21.20.-
510, 21.20.700, 21.20.855; Banks, RCW 30.04.075; Savings
and Loan Associations, RCW 33.04.110; Agricultural Lend-
ers, RCW 31.35.070; Savings Banks, RCW 32.04.220; and
Credit Unions, RCW 31.12.565.

(2) Other statutory exemptions may cover records
received by the department from another regulatory agency
or under interagency agreement.

(3) In addition, pursuant to RCW 42.17.260, the depart-
ment reserves the right to delete identifying details when it
makes available or publishes any public record, if thereis
reason to believe that disclosure of such details would be an
invasion of personal privacy. All deletionswill be justified in
writing.

[Statutory Authority: RCW 43.320.040 and 42.17.250. 96-14-082, § 208-
12-100, filed 7/1/96, effective 8/1/96.]

WAC 208-12-110 Denials of public records
requests—Review. (1) If arequest for a public record is
denied, the person denying it will send the requester awritten
statement giving the reason for the denial. If based on an
exemption, the written statement will give the specific
exemption authorizing the withholding of the record and a
brief explanation of how the exemption applies to the record
withheld. A copy of the denia will beimmediately forwarded
to the director or designee for review.

(2) The director or designee will consider the denial and
affirm or reverse it within two business days. The original
denial becomes final if the director does not respond within
two business days.

(3) Administrative remedies are not exhausted until the
close of the second full business day following the original
denial of inspection.

[Statutory Authority: RCW 43.320.040 and 42.17.250. 96-14-082, § 208-
12-110, filed 7/1/96, effective 8/1/96.]

WAC 208-12-120 Recordsindex. Each division main-
tains an index of itsrecords avail able to the public. Theindex
is attached to the department's public records request proce-
dure. Current indices are available upon request.

[Statutory Authority: RCW 43.320.040 and 42.17.250. 96-14-082, § 208-
12-120, filed 7/1/96, effective 8/1/96.]

WAC 208-12-130 Information—Address. Requests
for specific public records should be addressed to the appro-
priate division. General communications regarding public
records and requests for copies of department's records shall
be addressed as follows: Department of Financial Institu-
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tions, Records Officer, PO Box 41200, Room 300, General
Administration Building, Olympia, Washington 98504-1200.

[Statutory Authority: RCW 43.320.040 and 42.17.250. 96-14-082, § 208-
12-130, filed 7/1/96, effective 8/1/96.]

Chapter 208-418 WAC

FEESCHARGED TO CREDIT UNIONSAND OTHER
PERSONS
(Formerly chapter 419-18 WAC)

WAC

208-418-010
208-418-020
208-418-040
208-418-050
208-418-070
208-418-100

Definitions.

Collection of fees.

Quarterly asset assessments.

Pass through of attorney general costs.
Other fees.

Waiver of fees.

DISPOSITION OF SECTIONSFORMERLY
CODIFIED IN THISCHAPTER

208-418-030 Hourly charge for examinations. [96-06-011, recodified
as § 208-418-030, filed 2/23/96, effective 6/1/96. Statu-
tory Authority: RCW 31.12.535 and 31.12.545. 95-06-
066, § 419-18-030, filed 2/28/95, effective 3/31/95; 91-
06-062, 8 419-18-030, filed 3/1/91, effective 4/1/91.
Statutory Authority: RCW 31.12.545(1). 85-07-008
(Order 85-2), § 419-18-030, filed 3/8/85. Statutory
Authority: RCW 31.12.320. 82-13-016 (Order 82-5), §
419-18-030, filed 6/7/82.] Repealed by 96-12-058, filed
5/31/96, effective 7/1/96. Statutory Authority: 1996 c
274.
Credit unions examination fund—Minimum cash bal-
ance—Acceleration of semiannual asset charge. [96-06-
011, recodified as § 208-418-045, filed 2/23/96, effec-
tive 6/1/96. Statutory Authority: RCW 31.12.535 and
31.12.545. 95-06-066, § 419-18-045, filed 2/28/95,
effective 3/31/95.] Repealed by 96-17-072, filed
8/20/96, effective 9/20/96. Statutory Authority: RCW
42.320.040 [43.320.040].
One-time special assessment for fiscal 1997. [ Statutory
Authority: 1996 ¢ 274. 96-12-058, § 208-418-060, filed
5/31/96, effective 7/1/96. 96-06-011, recodified as §
208-418-060, filed 2/23/96, effective 6/1/96. Statutory
Authority: RCW 31.12.535 and 31.12.545. 95-06-066,
§ 419-18-060, filed 2/28/95, effective 3/31/95; 91-06-
062, § 419-18-060, filed 3/1/91, effective 4/1/91. Statu-
tory Authority: RCW 31.12.545(1). 85-07-008 (Order
85-2), § 419-18-060, filed 3/8/85. Statutory Authority:
RCW 31.12.320. 83-20-027 (Order 83-4), § 419-18-
060, filed 9/26/83.] Repealed by 01-12-004, filed
5/23/01, effective 6/23/01. Statutory Authority: RCW
31.12.426(1), 31.12.516(2), 43.320.040.
Scheduled increases in rate of examination and supervi-
sion charges. [96-06-011, recodified as § 208-418-080,
filed 2/23/96, effective 6/1/96. Statutory Authority:
RCW 31.12.535 and 31.12.545. 95-06-066, § 419-18-
080, filed 2/28/95, effective 3/31/95.] Repealed by 96-
12-058, filed 5/31/96, effective 7/1/96. Statutory
Authority: 1996 c 274.
Rate increase. [Statutory Authority: RCW 31.12.426
(1), 31.12.516(2), 43.320.040. 01-12-004, § 208-418-
090, filed 5/23/01, effective 6/23/01.] Repealed by 08-
24-057, filed 11/26/08, effective 12/31/08. Statutory
Authority: Chapter 43.135 RCW, RCW 43.320.040,
31.12.516(6), and 2008 ¢ 285.

208-418-045

208-418-060

208-418-080

208-418-090

WAC 208-418-010 Definitions. Unless the context
clearly requires otherwise, as used in this chapter:

(2) "Credit union" includes a Washington credit union,
an out-of-state credit union and a foreign credit union.

(2) "Foreign credit union" means a credit union orga-
nized and operating under the laws of another country or
other foreign jurisdiction, that is operating a branch in Wash-
ington in accordance with RCW 31.12.471.
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(3) "Hourly fee" means a fee of $64.35 per hour per
examiner or other staff person of the division.

(4) "Out-of-state credit union" means a credit union
organized and operating under the laws of another state or
U.S. territory or possession, that is operating a branch in
Washington in accordance with RCW 31.12.471.

(5)(@) "Total assets' of a Washington credit union
includes all assets of the credit union asreported on the credit
union's most recent form 5300 or similar financial report.

(b) "Total assets' of an out-of-state or foreign credit
union is derived from the following fraction:

Total assets X in-state shares and deposits
Total shares and deposits

"Total assets" and "shares and deposits" include respectively
all assets and shares and deposits as reported on the credit
union's most recent form 5300 or similar financial report.

(6) "Washington credit union" means a credit union
organized and operating under chapter 31.12 RCW.
[Statutory Authority: Chapter 43.135 RCW, RCW 43.320.040, 31.12.516
(6), and 2008 c 285. 08-24-057, § 208-418-010, filed 11/26/08, effective

12/31/08. Statutory Authority: RCW 31.12.426(1), 31.12.516(2), 43.320.-
040. 01-12-004, § 208-418-010, filed 5/23/01, effective 6/23/01.]

WAC 208-418-020 Collection of fees. Chapter 31.12
RCW authorizes the director to charge fees to credit unions
and certain other persons in order to cover the costs of the
operation of the division of credit unions and to establish a
reasonable reserve for the division. As set forth in more detail
in this chapter, the fees for this purpose shall consist of:

(1) Quarterly asset assessments charged to credit unions;

(2) Charges to a credit union for costs incurred by the
division for certain types of attorney general or special coun-
sel assistance in regard to the credit union; and

(3) Certain other fees charged by the director.

Thedirector may waiveall or any portion of any fee pay-
able by acredit union or other person.

[Statutory Authority: RCW 31.12.426(1), 31.12.516(2), 43.320.040. 01-12-
004, § 208-418-020, filed 5/23/01, effective 6/23/01. Statutory Authority:
1996 ¢ 274. 96-12-058, § 208-418-020, filed 5/31/96, effective 7/1/96. 96-
06-011, recodified as § 208-418-020, filed 2/23/96, effective 6/1/96. Statu-
tory Authority: RCW 31.12.535 and 31.12.545. 95-06-066, § 419-18-020,
filed 2/28/95, effective 3/31/95. Statutory Authority: RCW 31.12.320. 83-

20-027 (Order 83-4), § 419-18-020, filed 9/26/83; 82-13-016 (Order 82-5), §
419-18-020, filed 6/7/82.]

WAC 208-418-040 Quarterly asset assessments. (1)
The director will charge each credit union a quarterly asset
assessment at the rate set forth in subsection (2) of this sec-
tion. Asset assessments will be due on January 1, April 1,
July 1, and October 1. Asset assessments must be paid no
later than thirty days after their due date. The assessments
will be computed on total assets as of the prior June 30 for the
October 1 and January 1 assessments, and as of the prior
December 31 for the April 1 and July 1 assessments.

@)

Credit Union’s Quarterly
Total Assets Asset Assessment
over $500M $21,163 + .00001729 x

total assets over $500M
$5,883 +.00003819 x total
assets over $100M

over $100M up to $500M

[Title 208 WAC—p. §]
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Credit Union’s Quarterly
Total Assets Asset Assessment
over $25M up to $100M 0.00005883 x total assets

over $10M up to $25M $1,296
over $2M up to $10M $863
over $500K up to $2M $575
up to $500K $0

M = Million K = Thousand

(3) Quarterly asset assessments are charged for the cal-
endar quarter that begins on the due date of the assessment.
No rebates will be made to credit unions that cease to be
state-chartered during the quarter. A credit union converting
to state charter will pay a prorated quarterly asset assessment
for the quarter during which the conversion is completed.

(4) From time to time, the director may determine that
asset assessments on an out-of-state credit union or foreign
credit union are inappropriate relative to the level of exami-
nation and supervision of that credit union by the division. In
that event, the director may charge the credit union hourly
fees for examination and supervision of the credit union,
including, but not limited to, off-site monitoring, in lieu of
asset assessments. Such fees are due upon receipt of billing
from the division.

[Statutory Authority: Chapter 43.135 RCW, RCW 43.320.040, 31.12.-
516(6), and 2008 ¢ 285. 08-24-057, § 208-418-040, filed 11/26/08, effective
12/31/08. Statutory Authority: RCW 31.12.426(1), 31.12.516(2), 43.320.-
040. 01-12-004, § 208-418-040, filed 5/23/01, effective 6/23/01. Statutory
Authority: 1996 ¢ 274. 96-12-058, § 208-418-040, filed 5/31/96, effective
7/1/96. 96-06-011, recodified as § 208-418-040, filed 2/23/96, effective
6/1/96. Statutory Authority: RCW 31.12.535 and 31.12.545. 95-06-066, §
419-18-040, filed 2/28/95, effective 3/31/95; 91-06-062, § 419-18-040, filed
3/1/91, effective 4/1/91. Statutory Authority: RCW 31.12.545(1). 85-07-008
(Order 85-2), § 419-18-040, filed 3/8/85. Statutory Authority: RCW
31.12.320. 83-20-027 (Order 83-4), § 419-18-040, filed 9/26/83; 82-13-016
(Order 82-5), § 419-18-040, filed 6/7/82.]

WAC 208-418-050 Passthrough of attorney general
costs. (1) The director may charge each credit union the
actual cost incurred by the division of credit unions for cer-
tain legal assistance rendered by an assistant attorney general
or specia counsel in regard to that credit union. Legal assis-
tance includes legal assistance rendered in connection with:
Supervisory committee meetings and board meetings; receiv-
erships, conservatorships, liquidations and declarations of
insolvency; enforcement agreements or actions; collection
actions; administrative hearings; declaratory orders; and
opinions requested by a credit union or the division of credit
unions. Charges are due upon receipt of billing from the divi-
sion.

(2) The division will notify a credit union before the
division incurs expense for legal assistance which may be
charged to the credit union under this section.

[Statutory Authority: Chapter 43.135 RCW, RCW 43.320.040, 31.12.516
(6), and 2008 c 285. 08-24-057, § 208-418-050, filed 11/26/08, effective
12/31/08. Statutory Authority: RCW 31.12.426(1), 31.12.516(2), 43.320.-
040. 01-12-004, § 208-418-050, filed 5/23/01, effective 6/23/01. Statutory
Authority: 1996 ¢ 274. 96-12-058, § 208-418-050, filed 5/31/96, effective
7/1/96. 96-06-011, recodified as § 208-418-050, filed 2/23/96, effective
6/1/96. Statutory Authority: RCW 31.12.535 and 31.12.545. 95-06-066, §
419-18-050, filed 2/28/95, effective 3/31/95; 91-06-062, § 419-18-050, filed
3/1/91, effective 4/1/91. Statutory Authority: RCW 31.12.320. 83-20-027
(Order 83-4), § 419-18-050, filed 9/26/83.]
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WAC 208-418-070 Other fees. (1) The director will
charge hourly fees asfollows:

(8 An hourly fee will be charged to a person other than
acredit union or asubsidiary of one or more credit unions for
each information systems and technology examination of the
person by the division of credit unions.

(b) An hourly feewill be charged to a credit union for the
examination of the credit union's application to add a com-
munity group to its field of membership.

(c) An hourly fee will be charged to a credit union for a
fraud investigation or examination of the credit union and/or
persons involved with the credit union by the division.

(d) An hourly fee will be charged to an out-of-state or
foreign credit union for examination and supervision by the
division under WAC 208-418-040(4).

(e) An hourly fee will be charged to an out-of-state or
foreign credit union for the examination of the credit union's
application to operate a branch in this state.

(f) An hourly fee will be charged to other divisions or
agencies for examinations, investigations, or similar under-
takings performed on their behalf by the division.

(g9) An hourly fee will be charged for investigation or
examination of conversion applications.

(h) An hourly fee will be charged for initial and annual
examination of aternative shareinsurersthat apply for autho-
rization to do business with Washington state chartered credit
unions.

(i) An hourly fee will be charged for examination of
credit union service organizations and their subsidiaries.

(2) In addition, the director will charge a credit union or
other person for the actual cost incurred by the division for an
examination or investigation of the credit union or person
performed under personal services contract by third parties.

(3) Charges under this section are due upon receipt of
billing from the division.

[Statutory Authority: Chapter 43.135 RCW, RCW 43.320.040, 31.12.516
(6), and 2008 ¢ 285. 08-24-057, § 208-418-070, filed 11/26/08, effective
12/31/08. Statutory Authority: RCW 31.12.426(1), 31.12.516(2), 43.320.-
040. 01-12-004, § 208-418-070, filed 5/23/01, effective 6/23/01. Statutory
Authority: 1996 ¢ 274. 96-12-058, § 208-418-070, filed 5/31/96, effective
7/1/96. 96-06-011, recodified as § 208-418-070, filed 2/23/96, effective
6/1/96. Statutory Authority: RCW 31.12.535 and 31.12.545. 95-06-066, §
419-18-070, filed 2/28/95, effective 3/31/95; 91-06-062, § 419-18-070, filed
3/1/91, effective 4/1/91. Statutory Authority: RCW 31.12.545(1). 85-07-008

(Order 85-2), § 419-18-070, filed 3/8/85. Statutory Authority: RCW 31.12.-
320. 83-20-027 (Order 83-4), § 419-18-070, filed 9/26/83]

WAC 208-418-100 Waiver of fees. The director may
waive any or all of the fees and assessments imposed under
WAC 208-418-040 and 208-418-070, in whole or in part,
when the director determines that such course of action
would be fiscally prudent.

[Statutory Authority: Chapter 43.135 RCW, RCW 43.320.040, 31.12.516
(6), and 2008 ¢ 285. 08-24-057, § 208-418-100, filed 11/26/08, effective

12/31/08. Statutory Authority: RCW 31.12.426(1), 31.12.516(2), 43.320.-
040. 01-12-004, § 208-418-100, filed 5/23/01, effective 6/23/01.]

Chapter 208-424 WAC

REGULATORY RELIEF FOR SMALL CREDIT
UNIONS

WAC

208-424-010 Definition of small credit union.

(2009 Ed.)
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208-424-020 Timing of special membership meetings of small credit
unions.
208-424-030 Frequency of regular meetings of board of directors of

small credit unions.

WAC 208-424-010 Definition of small credit union.
For purposes of this chapter, a"small credit union" means a
credit union with up to ten million dollarsin total assets as of
its most recently filed call report.

[Statutory Authority: RCW 31.12.516 (2), (3), (4), 43.17.060, 43.320.040.
02-14-038, § 208-424-010, filed 6/26/02, effective 7/27/02]

WAC 208-424-020 Timing of special membership
meetings of small credit unions. In regard to timing of spe-
cial membership meetings, the last sentence of RCW 31.12.-
195(3) states:

"The designated time of the membership meeting must
be no sooner than twenty, and no later than thirty days after
the request is received by the secretary.”

A small credit union may vary from the last sentence of
RCW 31.12.195(3) as provided in its bylaws, aslong asit is
asmall credit union at the time the request for a special mem-
bership meeting is received by the secretary. However, the
designated time of the special membership meeting must be
no sooner than ten, and no later than one hundred twenty
days, after therequest isreceived by the secretary. In al other
respects, a small credit union must comply with RCW
31.12.195.

[Statutory Authority: RCW 31.12.516 (2), (3), (4), 43.17.060, 43.320.040.
02-14-038, § 208-424-020, filed 6/26/02, effective 7/27/02.]

WAC 208-424-030 Frequency of regular meetings of
board of directorsof small credit unions. In regard to tim-
ing of regular board meetings, RCW 31.12.225(5) states:

"The board will have regular meetings not less fre-
guently than once each month."

A small credit union may vary from RCW 31.12.225(5)
asprovided inits bylaws. However, asmall credit union must
have at least nine regular board meetings each calendar year,
and consecutive regular board meetings must be no more
than ten weeks apart. In all other respects, a small credit
union must comply with RCW 31.12.225.

[Statutory Authority: RCW 31.12.516 (2), (3), (4), 43.17.060, 43.320.040.
02-14-038, § 208-424-030, filed 6/26/02, effective 7/27/02.]

Chapter 208-436 WAC

RULES GOVERNING SUPERVISORY APPROVAL
OF CREDIT UNION INVESTMENT PRACTICES
(Formerly chapter 419-36 WAC)

WAC

208-436-010 Application to make investments not otherwise permit-
ted by law.

208-436-020 Supplementary application information.

208-436-030 Investments previously approved for other state char-
tered credit unions.

208-436-040 Investment practice permitted to federally chartered
credit unions.

208-436-050 Investment practice not previously permitted to any
credit union.

208-436-060 Director action on application.

208-436-070 Engagement in unauthorized investment practice pro-

hibited.
[Title 208 WAC—p. 9]
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208-436-080 Modification or revocation of investment practices pre-
viously authorized.

208-436-090 Investment limitations—Other requirements.

WAC 208-436-010 Application to make investments
not otherwise permitted by law. If any credit union wishes
to deposit or invest its capital, deposits, or surplus fundsin a
manner not specifically permitted to credit unions by chapter
31.12 RCW, the credit union shall, before engaging in the
proposed investment practice, make written application to the
director for authority to make the proposed investment. The
application shall contain at least the following information:

(8) The name of the credit union;

(b) The proposed source or sources of the funds to be
deposited or invested;

(c) A detailed description of the type of deposit or invest-
ment the credit union proposes to make, including the names
of any natural persons, corporations, financial institutions or
government agencies serving as banker, trustee, management
agent, broker, guarantor, seller of securities, or purchaser of
securities;

(d) References, if known to the applicant, showing that
other state chartered credit unions have been permitted to
make the same type of investment or deposit;

(e) Copies of statutes, regulations, rulings, officia corre-
spondence or other information showing that federally char-
tered credit unions are permitted to make the type of invest-
ment or deposit proposed in the application;

(f) Such other information as the applicant credit union
wishes to offer in evidence that the proposed investment or
deposit would be a safe and prudent one for the applicant
credit union to engagein.

[Statutory Authority: RCW 42.320.040 [43.320.040] and 31.12.535. 96-17-
071, § 208-436-010, filed 8/20/96, effective 9/20/96. 96-06-011, recodified

as § 208-436-010, filed 2/23/96, effective 6/1/96. Statutory Authority: RCW
31.12.260(g). 79-07-002 (Order 79-1), § 419-36-010, filed 6/7/79.]

WAC 208-436-020 Supplementary application infor-
mation. Upon receiving an application from a credit union to
engage in an investment or deposit practice pursuant to this
chapter, the director may request such additional information
as he or she deems necessary for the informed disposition of
the application. If supplementary application information is
requested by the director, the application will not be deemed
complete until the supplementary information is supplied.
[Statutory Authority: RCW 42.320.040 [43.320.040] and 31.12.535. 96-17-
071, § 208-436-020, filed 8/20/96, effective 9/20/96. 96-06-011, recodified

as § 208-436-020, filed 2/23/96, effective 6/1/96. Statutory Authority: RCW
31.12.260(g). 79-07-002 (Order 79-1), § 419-36-020, filed 6/7/79]

WAC 208-436-030 Investments previously approved
for other state chartered credit unions. If the director finds
that the applicant credit union proposes to make the same
type of investment or deposit which one or more other state
chartered credit unions have previously received permission
to make, the director shall grant the application unless he or
she finds that the financial position or the state of manage-
ment of the applicant credit union is such that the proposed
investments or deposits would not be sound or prudent
investment practices for the applicant credit union, in which
case the director may instead grant the application condition-
ally, grant it in modified form, or deny the application.

[Title 208 WAC—p. 10]
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[Statutory Authority: RCW 42.320.040 [43.320.040] and 31.12.535. 96-17-
071, § 208-436-030, filed 8/20/96, effective 9/20/96. 96-06-011, recodified
as § 208-436-030, filed 2/23/96, effective 6/1/96. Statutory Authority: RCW
31.12.260(g). 79-07-002 (Order 79-1), § 419-36-030, filed 6/7/79]

WAC 208-436-040 |nvestment practice permitted to
federally chartered credit unions. If the director finds that
the applicant credit union proposes to make the same type of
investment or deposit which one or more other federally
chartered credit unions have previously received permission
to make, the director shall grant the application unless he or
she finds that the financial position or the state of manage-
ment of the applicant credit union is such that the proposed
investments or deposits would not be sound or prudent
investment practices for the applicant credit union, in which
case the director may instead grant the application condition-
ally, grant it in modified form, or deny the application.
[Statutory Authority: RCW 42.320.040 [43.320.040] and 31.12.535. 96-17-
071, § 208-436-040, filed 8/20/96, effective 9/20/96. 96-06-011, recodified

as § 208-436-040, filed 2/23/96, effective 6/1/96. Statutory Authority: RCW
31.12.260(g). 79-07-002 (Order 79-1), § 419-36-040, filed 6/7/79.]

WAC 208-436-050 |nvestment practice not previ-
ously permitted to any credit union. If the director finds
that the proposed investment or deposit practice has not pre-
viously been permitted to any state chartered or federally
chartered credit union, the director shall make inquiry as to
whether the proposed investment or deposit practice would
be consi stent with Washington law and as to whether the pro-
posed investment or deposit practice would be a sound and
prudent practice for the applicant credit union. In connection
with thisinquiry, the director may consider the general nature
and functions of credit unions, as well as the specific finan-
cial condition and management of the applicant credit union,
as revealed in the application, examinations, or such other
information as may be at hand. If the director finds that the
investment or deposit practice as proposed would be contrary
to or inconsistent with the laws of the state of Washington, or
would not be a sound investment practice, the director shall
deny the application. If the director finds that proposed
investment or deposit practice would be a sound and prudent
practice for the applicant credit union, the director shall grant
the application. Alternatively, the director may, for cause,
grant the application conditionally, grant it in modified form,
or deny it in whole or in part.

[Statutory Authority: RCW 42.320.040 [43.320.040] and 31.12.535. 96-17-
071, § 208-436-050, filed 8/20/96, effective 9/20/96. 96-06-011, recodified

as § 208-436-050, filed 2/23/96, effective 6/1/96. Statutory Authority: RCW
31.12.260(g). 79-07-002 (Order 79-1), § 419-36-050, filed 6/7/79]

WAC 208-436-060 Director action on application.
After receiving an application from a credit union to engage
in an investment or deposit practice not otherwise permitted
by law, and after having considered it as provided in this
chapter, the director shall grant, grant conditionally, grant in
modified form, or deny the application, and shall inform the
applicant credit union in writing of this action and of the rea-
sons therefor. Any application not acted upon within six
months after its receipt by the director shall be deemed
denied unless the director, in writing, informs the applicant
credit union that the application is being held for further
review.
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[Statutory Authority: RCW 42,320,040 [43.320.040] and 31.12.535. 96-17-
071, § 208-436-060, filed 8/20/96, effective 9/20/96. 96-06-011, recodified
as § 208-436-060, filed 2/23/96, effective 6/1/96. Statutory Authority: RCW
31.12.260(g). 79-07-002 (Order 79-1), § 419-36-060, filed 6/7/79]

WAC 208-436-070 Engagement in unauthorized
investment practice prohibited. No state chartered credit
union shall engage in any investment or deposit practice not
authorized by a specific provision of Washington state law or
by the director in accordance with this chapter. Unless the
director, in writing, informs an applicant credit union that it
may engage in an investment or deposit practice provision-
ally while the application is being reviewed, no credit union
shall make deposits or investments pursuant to an application
made under this chapter until it has received written authority
to do so as provided herein. Failure of a credit union to com-
ply with the terms of this chapter shall be deemed an unsound
credit union practice and awilful violation of an order of the
director and may be grounds for appropriate supervisory
action against the credit union, its directors or officers.
[Statutory Authority: RCW 42.320.040 [43.320.040] and 31.12.535. 96-17-
071, § 208-436-070, filed 8/20/96, effective 9/20/96. 96-06-011, recodified

as § 208-436-070, filed 2/23/96, effective 6/1/96. Statutory Authority: RCW
31.12.260(g). 79-07-002 (Order 79-1), § 419-36-070, filed 6/7/79.]

WAC 208-436-080 M odification or revocation of
investment practices previously authorized. The director
may find that an investment or deposit practice previously
authorized is no longer a safe and prudent practice for credit
unions generally to engage in, or has become inconsistent
with applicable state or federal law, or has ceased to be a safe
and prudent practicein oneor more particular credit unionsin
light of their financial condition or management. Upon such
a finding, the director may in writing inform the board of
directors of any or all of the credit unions engaging in such a
practice that the authority to engage in the practice has been
revoked or modified. When the director so notifies any credit
union, its directors and officers shall forthwith take steps to
liquidate the investments in question (if authority to engage
in the practice has been revoked) or to make such modifica-
tions as the director requires. The director may for cause
shown grant a credit union some definite period of timein
which to arrange its affairs to comply with the director's
orders. Credit unions which continue to engage in investment
practices where their authority to do so has been revoked or
modified will be treated as if the authority to engage in the
practice had never been granted, and their actions may be
deemed an unsound credit union practice and a wilful viola-
tion of an order of the director and may be grounds for appro-
priate supervisory action against the credit union, its directors
or officers.

[Statutory Authority: RCW 42.320.040 [43.320.040] and 31.12.535. 96-17-
071, § 208-436-080, filed 8/20/96, effective 9/20/96. 96-06-011, recodified

as § 208-436-080, filed 2/23/96, effective 6/1/96. Statutory Authority: RCW
31.12.260(g). 79-07-002 (Order 79-1), § 419-36-080, filed 6/7/79.]

WAC 208-436-090 Investment limitations—Other
requirements. The director finds that investments in com-
mon trust funds under RCW 31.12.425 (1)(f) present poten-
tial serious risks to credit unions and that rules establishing
specific procedures for those investments are necessary to
protect the safety and soundness of credit unions. These rules
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are not intended to either endorse or encourage credit union
investment in common trust funds. Credit unionsinvestingin
common trust funds as authorized by RCW 31.12.425 (1)(f)
are therefore subject to the following limitations:

(2) Prior to making any investment in a common trust
fund, the board of directors shall approve an investment pol-
icy detailing the maximum investment the credit union may
have in common trust funds and specific investment guide-
lines. The policy shall also specify who is to authorize such
investments.

(2) A credit union shall not invest an aggregate amount
of greater than fifteen percent of its total assets in all such
common trust funds.

(3) A credit union shall not invest an aggregate amount
greater than five percent of its total assets in common trust
funds without the director's prior written approval of its
investment policy.

(4) A credit union shall not invest an aggregate amount
greater than ten percent of its total assets in common trust
funds without the director's prior written approval to make
such investment.

(5) A credit union whose aggregate investment in com-
mon trust funds exceeds ten percent of its total assets shall
establish, by transfer from undivided earnings, a special
investment valuation reserve in an amount equal to five per-
cent of the aggregate investment in common trust funds
exceeding ten percent of total assets. The special reserve shall
be adjusted not less than quarterly based on the aggregate
investment in common trust funds amount exceeding ten per-
cent of total assets.

(6) Prior to making any investment in a common trust
fund, a credit union shall obtain a prospectus for such fund
and determine that al investments, investment activities and
deposits of such common trust fund would be legal invest-
ments if held by the credit union.

(7) Prior to making any investment in a common trust
fund, a credit union shall secure from the investment com-
pany marketing the fund a written statement, in addition to
any prospectus, specifying that the fund is not engaged in and
will not engage in any speculative marketing activity includ-
ing but not limited to adjusted trading, futures contracts, short
sales, and standby commitments, defined as follows:

(a) Adjusted trading means any method of transaction
used to defer aloss by selling a security at a price above its
current market price and simultaneously purchasing or com-
mitting to purchase from that same party another security at a
price above its current market price, including interest rate
swaps.

(b) Futures contract means a contract for the future deliv-
ery of commodities, including certain government securities,
sold on commaodities exchanges.

(c) Short sale means the sale of a security not owned by
the seller.

(d) Standby commitment means a commitment to either
buy or sell asecurity, on or before afuture date, at a predeter-
mined price. The seller of the commitment is the party receiv-
ing payment for assuming the risk associated with commit-
ting either to purchase a security in the future at a predeter-
mined price, or to sell a security in the future at a
predetermined price. The seller of the commitment is
required to either accept delivery of a security (in the case of
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a commitment to buy) or make delivery of a security (in the
case of a commitment to sell), in either case at the option of
the buyer of the commitment.

(8) A credit union's directors, officials, committee mem-
bers, and employees, and immediate family members of such
persons, may not receive consideration in any form in con-
nection with the making of an investment or deposit in acom-
mon trust fund by the credit union.

[Statutory Authority: RCW 42,320,040 [43.320.040] and 31.12.535. 96-17-
071, § 208-436-090, filed 8/20/96, effective 9/20/96. 96-06-011, recodified
as § 208-436-090, filed 2/23/96, effective 6/1/96. Statutory Authority: RCW
31.12.545. 86-04-068 (Order 85-7), § 419-36-090, filed 2/5/86.]

Chapter 208-440 WAC

CREDIT UNION PARTICIPATION IN
COMMERCIAL ARRANGEMENTSWITH THIRD
PARTIES
(Formerly chapter 419-40 WAC)

WAC

208-440-010 Commercia arrangements with third parties.

DISPOSITION OF SECTIONSFORMERLY
CODIFIED IN THISCHAPTER

208-440-020 Endorsements of commercial products or services. [96-
06-011, recodified as § 208-440-020, filed 2/23/96,
effective 6/1/96. Statutory Authority: RCW 31.12.360.
79-08-047 (Order 79-2), § 419-40-020, filed 7/19/79.]
Repealed by 00-22-037, filed 10/25/00, effective
11/25/00. Statutory Authority: RCW 31.12.516(2),
43.320.040.
Offering of gifts, prizes and premiums. [96-06-011,
recodified as § 208-440-030, filed 2/23/96, effective
6/1/96. Statutory Authority: RCW 31.12.360. 79-08-
047 (Order 79-2), § 419-40-030, filed 7/19/79.]
Repealed by 96-17-072, filed 8/20/96, effective 9/20/96.
Statutory Authority: RCW 42.320.040 [43.320.040].
Use of credit union space to advertise commercia prod-
ucts and services. [96-06-011, recodified as § 208-440-
040, filed 2/23/96, effective 6/1/96. Statutory Authority:
RCW 31.12.360. 79-08-047 (Order 79-2), § 419-40-
040, filed 7/19/79.] Repealed by 00-22-037, filed
10/25/00, effective 11/25/00. Statutory Authority:
RCW 31.12.516(2), 43.320.040.
Commercial programs offered to credit union members.
[96-06-011, recodified as § 208-440-050, filed 2/23/96,
effective 6/1/96. Statutory Authority: RCW 31.12.360.
79-08-047 (Order 79-2), § 419-40-050, filed 7/19/79.]
Repealed by 00-22-037, filed 10/25/00, effective
11/25/00. Statutory Authority: RCW 31.12.516(2),
43.320.040.

208-440-030

208-440-040

208-440-050

WAC 208-440-010 Commercial arrangements with
third parties. (1) Credit unions may enter into arrangements
with third partiesin order for the third party or credit union to
offer the third party's products and services to the credit
union's members. These arrangements are referred to in this
rule as commercial arrangements.

In connection with commercial arrangements, credit
unions may:

(a) Allow third parties to offer products and services to
members through the credit union;

(b) Endorse, directly or indirectly, products and services
of athird party;

(c) Enter into group purchasing arrangements with third
parties;

(d) Receive payment from third parties for participation
in commercial arrangements; and

[Title 208 WAC—p. 12]
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(e) Rent, lease or sublease portions of their land and
buildings to third parties to offer products and services to
members.

Thislist is not intended to be exhaustive.

As used in this rule, the term "third party" includes, but
isnot limited to, credit union service organizations.

(2) Before entering into any commercial arrangements, a
credit union's board must adopt a written policy regarding
such arrangements. At aminimum, the policy should provide
for the:

(a) Evaluation of potential risk of liability; and

(b) Approval of each arrangement, whether by the board
or management pursuant to established guidelines.

(3) Before entering into or renewing each commercial
arrangement, a credit union must:

(8) Ensure that the arrangement is a prudent one and that
it does not present safety and soundness risks to the credit
union;

(b) Evaluate the potential risk of liability and ensure that
the credit union takes appropriate precautions to reduce or
offset such risk, including, but not limited to, the use of such
devices as disclaimers/disclosures to members and bond or
insurance coverage; and

(c) Ensure that the contract evidencing the arrangement
includes provision for indemnification of the credit union by
the third party.

(4) Credit unions must comply with applicable laws in
entering into and carrying out commercial arrangements,
including, but not limited to, any applicable federal or state
law on privacy of member information.

(5) This section does not apply to situations where a
credit union provides its own products or services to mem-
bers.

[Statutory Authority: RCW 31.12.516(2), 43.320.040. 00-22-037, § 208-
440-010, filed 10/25/00, effective 11/25/00. Statutory Authority: RCW
42.320.040 [43.320.040] and 31.12.535. 96-17-071, § 208-440-010, filed
8/20/96, effective 9/20/96. 96-06-011, recodified as § 208-440-010, filed

2/23/96, effective 6/1/96. Statutory Authority: RCW 31.12.360. 79-08-047
(Order 79-2), § 419-40-010, filed 7/19/79]]

Chapter 208-444 WAC
MISCELLANEOUSCREDIT UNION RULES

(Formerly chapter 419-44 WAC)
WAC
208-444-010 State chartered credit unions—Acceptance of audit
instead of examination.
208-444-020 Prohibited fees.
208-444-030 Nonpreferentia |oans.
208-444-040 Definitions.
208-444-050 Effective date.

WAC 208-444-010 State chartered credit unions—
Acceptance of audit instead of examination. (1) RCW
31.12.545 authorizes the acceptance, in the director's discre-
tion, of independent audit reportsin lieu of the examination
required thereunder. In order to be considered for acceptance
in lieu of an examination, an audit must meet the following
conditions:

(a) The audit was performed by accountants who have
demonstrated to the director extensive knowledge of the
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examination procedures and techniques utilized by the divi-
sion of credit unions;

(b) The scope of the audit follow, but is not limited to,
the scope of examinations conducted by the division, includ-
ing a compliance review;

(c) The audit includes a verification of loan and share
accounts;

(d) The audit includes a cash reconciliation, including an
adequately documented physical cash count, and also
includes an affirmative verification of investments and
deposits made by the audited credit union;

(e) Verification of the status of funds borrowed by the
audited credit union, including promissory notes and certifi-
cates;

(f) The audit sets forth such comments as are appropriate
in a positive format specifying corrective action recom-
mended and schedule for completing such corrective action;

(g) The audit was performed not less than nine months
after and not more than fifteen months after the last examina-
tion by the division or an audit which was accepted in lieu
thereof.

(h) All working papers as well as the accountant's report,
internal control report, and any other documents associated
with the audit are made available to the director.

(2) Select portions of an audit may be utilized by divi-
sion examiners in conducting a particular examination if:

(8) The date of the audit corresponds reasonably with the
date of the examination; and

(b) That portion of the audit being utilized is supported
by working papers which substantially correspond to exami-
nation work papers utilized by the division.

[Statutory Authority: RCW 42.320.040 [43.320.040] and 31.12.535. 96-17-
071, § 208-444-010, filed 8/20/96, effective 9/20/96. 96-06-011, recodified

as § 208-444-010, filed 2/23/96, effective 6/1/96. Statutory Authority: RCW
31.12.320. 83-05-022 (Order 83-1), § 419-44-010, filed 2/9/83]

WAC 208-444-020 Prohibited fees. (1) Except as oth-
erwise provided herein, no official or employee of a credit
union, or immediate family member of an official or
employee of a credit union, may receive, directly or indi-
rectly, any commission, fee, or other compensation in con-
nection with any loan made by the credit union.

(2) This section does not prohibit:

(8) Payment, by a credit union, of salary to employees;

(b) Payment, by a credit union, of an incentive or bonus
to an employee based on the credit union's overall financial
performance;

(c) Payment, by a credit union, of an incentive or bonus
to an employee, other than a senior management employee,
in connection with aloan or loans made by the credit union,
provided that the board of directors of the credit union estab-
lishes written policies and internal controls in connection
with such incentive or bonus and monitors compliance with
such policies and controls at least annually.

(d) Receipt of compensation from a person outside a
credit union by avolunteer official or nonsenior management
employee of the credit union, or an immediate family mem-
ber of avolunteer official or employee of the credit union, for
a service or activity performed outside the credit union, pro-
vided that no referral has been made by the credit union or the
official, employee, or family member.

(2009 Ed.)
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(3) For purposes of this section, "officia" means any
member of the board of directors or a volunteer committee.

[Statutory Authority: RCW 31.12.535 and 43.320.040. 97-23-071, § 208-
444-020, filed 11/19/97, effective 3/19/98 by letter filed as WSR 98-10-072.]

WAC 208-444-030 Nonpreferential loans. (1) The
rates, terms and conditions on any loan either made to, or
endorsed or guaranteed by

(a) An officia

(b) Animmediate family member of an official, or

(c) Any individual having a common ownership, invest-
ment or other pecuniary interest in a business enterprise with
an official or with animmediate family member of an official

shall not be more favorable than the rates, terms and condi-
tions for comparable loans to other credit union members.

(2) For purposes of this section, "official" means any
member of the board of directors, credit committee or super-
visory committee.

[Statutory Authority: RCW 31.12.535 and 43.320.040. 97-23-071, § 208-
444-030, filed 11/19/97, effective 3/19/98 by letter filed as WSR 98-10-072.]

WAC 208-444-040 Definitions. Unless the context
clearly requires otherwise, as used in this chapter:

(2) "Compensation” includes nonmonetary items, except
those of nominal value.

(2) "Immediate family member" means a spouse or other
family member living in the same household.

(3) "Loan" includes line of credit.

(4) "Person" means a natural person or an organization.

(5) "Senior management employee” means the credit
union's chief executive officer (typically, this individual
holds the title of president or treasurer/manager), any assis-
tant chief executive officers (e.g., assistant president, vice
president, or assistant treasurer/manager), and the chief
financial officer (comptroller).

(6) "Volunteer official" means an official of a credit
union who does not receive compensation from the credit
union solely for hisor her service as an official.

[Statutory Authority: RCW 31.12.535 and 43.320.040. 97-23-071, § 208-
444-040, filed 11/19/97, effective 3/19/98 by letter filed as WSR 98-10-072.]

WAC 208-444-050 Effectivedate. WAC 208-444-020,
208-444-030, and 208-444-040 will take effect on the date
that these rules are determined by the Board of the National
Credit Union Administration (NCUA) to be substantially
equivalent to NCUA rules.

[Statutory Authority: RCW 31.12.535 and 43.320.040. 97-23-071, § 208-
444-050, filed 11/19/97, effective 3/19/98 by letter filed as WSR 98-10-072.]

Chapter 208-460 WAC
MEMBER BUSINESS LOANS

WAC

208-460-010 What is amember business |oan?

208-460-020 What member business loans are prohibited?

208-460-030 What are the requirements for MBL development and
construction lending?

208-460-040 How do you implement a member business loan pro-
gram?

208-460-050 What must your member business|oan policy address?

208-460-060 What are the collateral and security requirements?
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208-460-070 How much may a member or associated members bor-
row?

208-460-080 How do you calculate the aggregate fifteen percent
limit?

208-460-090 What waivers are available?

208-460-100 How do you obtain awaiver?

208-460-110 How do | classify member business loans so asto
reserve for potential losses?

208-460-120 How much must | reserve for potential losses?

208-460-130 What is the aggregate member business loan limit?

208-460-140 Arethere any exceptions to the aggregate MBL limit?

208-460-150 How do | obtain an exception?

208-460-160 What are the recordkeeping requirements?

208-460-170 Definitions.

WAC 208-460-010 What isa member businessloan?
(1) Definition of MBL. "Member business loan" or "MBL"
includes any loan, line of credit, letter of credit, or any
unfunded commitment to make a loan, where the borrower
intends to use the proceeds for any of the following purposes:

(8) Commercidl;

(b) Corporate;

(c) Investment property;

(d) Business venture; or

(e) Agricultural.

(2) Exemptions. The following are not member busi-
ness loans:

(a) A business purpose loan fully secured by alien on a
one to four family dwelling that is the member's primary res-
idence;

(b) A business purpose loan fully secured by shares or
deposits in the credit union making the extension of credit or
in other credit unions, or by deposits in other financial insti-
tutions;

(c) One or more business purpose loans to a member or
any associated member which in the aggregate do not exceed
the amount of 49,999 dollars. The entire amount of such a
loan that exceeds this figure, or that causes the aggregate to
exceed thisfigure, isaMBL;

(d) A business purpose loan where a federal or state
agency (or any political subdivision of a state) fully insures
repayment, or fully guarantees repayment, or provides an
advance commitment to purchasein full; or

(e) A loan granted by a corporate credit union to another
credit union.

(3) Other definitions. Certain other terms used in this
chapter are defined in WAC 208-460-170.

[Statutory Authority: RCW 31.12.426(1), 31.12.516(2), 43.320.040. 01-10-
084, § 208-460-010, filed 5/1/01, effective 6/1/01]

WAC 208-460-020 What member businessloans are
prohibited? (1) Who is ineligible to receive a member
business loan? Y ou may not grant a member business |oan
to the following:

(a) Your chief executive officer (typically thisindividual
holds the title of president or treasurer/manager);

(b) Any assistant chief executive officers (e.g., assistant
president, vice-president, or assistant treasurer/manager);

(¢) Your chief financia officer (comptroller); or

(d) Any associated member or immediate family mem-
ber of anyone listed in (a) through (c) of this subsection.

(2) Equity agreements/joint ventures. You may not
grant a member business loan if any additional income
received by the credit union or senior management employ-
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eesistied to the profit or sale of the business or commercial
endeavor for which the loan is made.

(3) Loanstodirectors. A credit union may not grant a
member business loan to a director unless the board of direc-
tors approves granting the loan and the director is recused
from the decision-making process.

[Statutory Authority: RCW 31.12.426(1), 31.12.516(2), 43.320.040. 01-10-
084, § 208-460-020, filed 5/1/01, effective 6/1/01]

WAC 208-460-030 What are the requirements for
MBL development and construction lending? Unless the
director grants a waiver, a credit union that makes MBL
development or construction loans is subject to the following
requirements:

(1) The aggregate of all such loans may not exceed fif-
teen percent of net worth. To determine the aggregate, you
may exclude any portion of aloan that is:

(8) Secured by shares or deposits in the credit union
making the extension of credit or in other credit unions, and
by depositsin other financia institutions; or

(b) Insured or guaranteed, or subject to an advance com-
mitment to purchase, by any federal or state agency (or any
political subdivision of a state);

(2) The borrower on such loans must have a minimum
of:

(a) Thirty percent equity interest in the project being
financed if the loan isfor land development; and

(b) Twenty-five percent equity interest in the project
being financed if the loan is for construction or for a combi-
nation of development and construction;

(3) The funds for such loans may be released only after
on-site inspections, documented in writing, by qualified per-
sonnel and according to a preapproved draw schedule and
any other conditions as set forth in the loan documentation;
and

(4) The credit union may not make such loans unless it
utilizes the services of an individual with at least five years
direct experience in development and construction lending.

[Statutory Authority: RCW 31.12.426(1), 31.12.516(2), 43.320.040. 01-10-
084, § 208-460-030, filed 5/1/01, effective 6/1/01]

WAC 208-460-040 How do you implement a member
business loan program? The board of directors must adopt
specific member business loan policies and review them at
least annually. The credit union must utilize the services of an
individual with at least two years direct experience with the
type of lending the credit union will be engaging in, except as
required by WAC 208-460-030(4).

Credit unions do not have to hire staff to meet the
requirements of this section; however, credit unions must
ensure that the expertiseis available. A credit union can meet
the experience requirement through various approaches. For
example, a credit union can use the services of a credit union
service organization, an employee of another credit union, an
independent contractor, or other third parties. However, the
actual decision to grant a loan must reside with the credit
union.

[Statutory Authority: RCW 31.12.426(1), 31.12.516(2), 43.320.040. 01-10-
084, § 208-460-040, filed 5/1/01, effective 6/1/01]
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WAC 208-460-050 What must your member busi-
ness loan policy address? At a minimum, your member
business |oan policy must address the following:

(1) The types of MBL you will make;

(2) Your trade area;

(3) The maximum amount of your assets, in relation to
net worth, that you will invest in MBL;

(4) The maximum amount of your assets, in relation to
net worth, that you will invest in a given type of MBL;

(5) The maximum amount of your assets, in relation to
net worth, that you will loan to amember or associated mem-
bers, subject to WA C 208-460-070;

(6) The qualifications and experience of personnel (min-
imum of two years) involved in making and administering
the loans;

(7) A requirement for analysis and documentation of the
ability of the borrower to repay the loan;

(8) Receipt and periodic updating of financial statements
and other documentation, including tax returns;

(9) Documentation sufficient to support each request to
extend credit, or increase an existing loan or line of credit,
except where the board of directors finds that the required
documentation is not generally available for a particular type
of loan and states the reasons for those findings in the credit
union's written policy. At a minimum, the documentation
must include the following:

(a) Balance shest;

(b) Cash flow analysis;

(c) Income statement;

(d) Tax data;

(e) Analysis of leveraging; and

(f) Comparison with industry average or similar analy-
Sis,

(10) Callateral requirements, including:

(8) Loan-to-value ratios;

(b) Determination of value;

(c) Determination of ownership;

(d) Steps to secure various types of collateral; and

(e) How often the credit union will reevaluate the value
and marketability of collateral;

(11) The interest rates and maturities of the loans;

(12) General MBL procedures which include:

(8) Loan monitoring;

(b) Servicing and follow-up; and

(c) Callection;

(13) Identification of those individuals prohibited from
receiving member business loans; and

(14) Guidelines for purchase and sale of member busi-
nessloans and loan participations, if the credit union engages
in that activity.

The division recognizes that all of the provisions of the
policy may not apply to every MBL.

[Statutory Authority: RCW 31.12.426(1), 31.12.516(2), 43.320.040. 01-10-
084, § 208-460-050, filed 5/1/01, effective 6/1/01.]

WAC 208-460-060 What arethe collateral and secu-
rity requirements? Unless the director grants awaiver:

(2) All member businessloans must be secured by collat-
eral in accordance with this section, except the following:
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(a) A credit card line of credit granted to nonnatural per-
sons that is limited to routine purposes normally made avail-
able under such lines of credit; and

(b) A loan made by acredit union where the loan and the
credit union meet each of the following criteria:

(i) The amount of the loan does not exceed one hundred
thousand dollars;

(i) The aggregate of unsecured MBL under (b) of this
subsection does not exceed ten percent of the credit union's
net worth;

(iii) The credit union has a net worth of at least seven
percent; and

(iv) The credit union submits reports to the division of
credit unions with its NCUA 5300 reports, providing figures
and other detail as may be requested by the director to dem-
onstrate compliance with (b) of this subsection;

(2) In the case of amember business|oan secured by col-
lateral on which the credit union will have afirst lien, you
may grant the loan with a LTV ratio in excess of eighty per-
cent only where the value in excess of eighty percent is:

(a) Covered through acquisition of private mortgage or
equivalent type insurance provided by an insurer acceptable
to the credit union; or

(b) Insured or guaranteed, or subject to advance commit-
ment to purchase, by any federal or state agency (or any polit-
ical subdivision of a state).

In no case may the LTV ratio exceed ninety-five percent;

(3) In the case of amember business|oan secured by col-
lateral on which the credit union will have a second or lesser
priority lien, you may not grant the loan witha LTV ratio in
excess of eighty percent; and

(4) In the case of member business loans secured by the
same collateral:

(a) On which the credit union will have afirst lien aswell
as other lesser priority liens, you may grant the loans with a
LTV ratioin excess of eighty percent only if subsection (2)(a)
or (b) of thissection issatisfied. In no casemay theLTV ratio
exceed ninety-five percent; and

(b) On which the credit union will have lesser priority
liensbut no first lien, you may not grant theloanswithaLTV
ratio in excess of eighty percent.

[Statutory Authority: RCW 31.12.426(1), 31.12.516(2), 43.320.040. 01-10-
084, § 208-460-060, filed 5/1/01, effective 6/1/01]

WAC 208-460-070 How much may a member or
associated member s borrow? Unless the director grants a
waiver for ahigher amount, the aggregate amount of member
business loans to a member or associated members may not
exceed the greater of:

(1) Fifteen percent of the credit union's net worth; or

(2) One hundred thousand dollars.

[Statutory Authority: RCW 31.12.426(1), 31.12.516(2), 43.320.040. 01-10-
084, § 208-460-070, filed 5/1/01, effective 6/1/01]

WAC 208-460-080 How do you calculate the aggre-
gatefifteen percent limit? (1) Step 1. Calculate the numera-
tor by adding together the amount of the member business
loans to the member and associated members (if any). From
this amount, subtract any portion:
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(&) Secured by shares or deposits in the credit union
making the extension of credit or in other credit unions, or by
deposits in other financia institutions; or

(b) Insured or guaranteed, or subject to an advance com-
mitment to purchase, by any federal or state agency (or any
political subdivision of a state).

(2) Step 2. Divide the numerator by net worth.

[Statutory Authority: RCW 31.12.426(1), 31.12.516(2), 43.320.040. 01-10-
084, § 208-460-080, filed 5/1/01, effective 6/1/01]

WAC 208-460-090 What waivers are available? You
may seek awaiver for atype of member businessloan in the
following aresas:

(1) Development and construction loan requirements
under WA C 208-460-030;

(2) Loan-to-value ratios under WA C 208-460-060;

(3) Maximum loan amount to a member or associated
members under WAC 208-460-070; and

(4) Appraisal requirements under Section 722.3 of
NCUA rules.

[Statutory Authority: RCW 31.12.426(1), 31.12.516(2), 43.320.040. 01-10-
084, § 208-460-090, filed 5/1/01, effective 6/1/01]

WAC 208-460-100 How do you obtain a waiver? (1)
To obtain awaiver under WAC 208-460-090, a credit union
must submit its request to the director. The waiver request
must contain the following:

(a) A copy of your member business loan policy;

(b) The higher limit sought (if applicable);

(c) An explanation of the need to raise the limit (if appli-
cable);

(d) Documentation supporting your ability to manage
this activity; and

(&) An analysis of the credit union's prior experience
making member business loans, including, as a minimum:

(i) The history of loan losses and loan delinquency;

(i1) Volume and cyclical or seasonal patterns;

(iii) Diversification;

(iv) Concentrations of credit to a member and associated
membersin excess of fifteen percent of net worth;

(v) Underwriting standards and practices;

(vi) Types of loans grouped by purpose and collateral;
and

(vii) The qualifications of personnel responsible for
underwriting and administering member business |oans.

(2) The director will:

(a) Review theinformation you provided in your request;

(b) Evaluate the level of risk to your credit union;

(c) Consider your credit union's historical CAMEL com-
posite and component ratings;

(d) Notify you whenever your waiver request is deemed
complete; and

(e) Notify you of the action taken within forty-five calen-
dar days of receiving a complete request.

(3) In connection with awaiver request under WAC 208-
460-090 (1) through (3):

(8) Thedirector will provide acopy of the waiver request
to Region V1 of the NCUA and will consult and seek to work
cooperatively with Region VI in making his or her decision
on the request;
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(b) Thewaiver isnot effective until the director approves
it;

(c) If you do not receive notification within forty-five
calendar days after the date the complete request was
received by the director, the waiver request is deemed
approved by the director; and

(d) The director will promptly notify Region VI of the
NCUA of hisor her decision on the request.

(4) In connection with awaiver request under WAC 208-
460-090(4):

(a) If the director approves the request, the director will
promptly forward the request to Region VI of the NCUA for
decision under NCUA rulesat 12 C.F.R. 723.12;

(b) The waiver is not effective until the regional director
of the NCUA approves it in accordance with NCUA rules at
12 CF.R. 723.12; and

(c) The credit union may appeal the regional director's
decisionin accordancewith NCUA rulesat 12 C.F.R. 723.13.

[Statutory Authority: RCW 31.12.426(1), 31.12.516(2), 43.320.040. 01-10-
084, § 208-460-100, filed 5/1/01, effective 6/1/01]

WAC 208-460-110 How do | classify member busi-
ness loans so as to reserve for potential losses? Nondelin-
guent member business loans may be classified based on fac-
tors such as the adequacy of analysis and supporting docu-
mentation. Y ou must classify potential |oss loans as either
substandard, doubtful, or loss. The criteria for determining
the classification of loans are:

(1) Substandard. A substandard loan is inadequately
protected by the current sound worth and paying capacity of
the obligor or of the collateral pledged, if any. The loan must
have a well-defined weakness or weaknesses that jeopardize
the liquidation of the debt. It is characterized by the distinct
possibility that the credit union will sustain some loss if the
deficiency is not corrected. Loss potential, while existing in
the aggregate amount of substandard loans, does not have to
exist in individual loans classified substandard;

(2) Doubtful. A loan classified doubtful has all the
weaknesses inherent in one classified substandard, with the
added characteristic that the weaknesses make collection or
liquidation in full, on the basis of currently existing facts,
conditions, and values, highly questionable and improbable.
The possibility of loss is extremely high, but because of cer-
tain important and reasonably specific pending factors which
may work to the advantage and strengthening of the loan, its
classification as an estimated loss is deferred until its more
exact status may be determined. Pending factorsinclude: Pro-
posed merger, acquisition, or liquidation actions; capital
injection; perfecting liens on collateral; and refinancing
plans; and

(3) Loss. A loan classified loss is considered uncollect-
ible and of such little value that its continuance as a loan is
not warranted. This classification does not necessarily mean
that the loan has absolutely no recovery or salvage value, but
rather, it is not practical or desirable to defer writing off this
basically worthless asset even though partial recovery may
occur in the future.

[Statutory Authority: RCW 31.12.426(1), 31.12.516(2), 43.320.040. 01-10-
084, § 208-460-110, filed 5/1/01, effective 6/1/01]
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WAC 208-460-120 How much must | reserve for
potential losses? The following schedule sets the minimum
amount you must reserve for classified member business
loans:

Classification | Amount Required

Substandard 10% of outstanding balance unless other
factors (for example, history of such
loans at the credit union) indicate a
greater or lesser amount is appropriate.

Doubtful 50% of the outstanding balance.

Loss 100% of the outstanding balance.

[Statutory Authority: RCW 31.12.426(1), 31.12.516(2), 43.320.040. 01-10-
084, § 208-460-120, filed 5/1/01, effective 6/1/01]

WAC 208-460-130 What is the aggregate member
business loan limit? The aggregate limit on the amount of a
credit union's member business loans is the lesser of:

(1) One and three quarters times the credit union's net
worth; or

(2) Twelve and one quarter percent of the credit union's
total assets.

[Statutory Authority: RCW 31.12.426(1), 31.12.516(2), 43.320.040. 01-10-
084, § 208-460-130, filed 5/1/01, effective 6/1/01]

WAC 208-460-140 Are there any exceptionsto the
aggregate MBL limit? (1) Credit unions that meet any one
of the following four criteria qualify for an exception from
the aggregate member business loan limit in WAC 208-460-
130:

(a) Credit unionsthat have alow-income designation;

(b) Credit unions that participate in the Community
Development Financial Institutions program;

(c) Credit unions that are chartered for the purpose of
making member business loans, as supported by documen-
tary evidence, such asthe credit union's charter, bylaws, busi-
ness plan, field of membership, board minutes and loan port-
folio; and

(d) Credit unions that have a recent history of primarily
making member business loans, established by the fact that
the outstanding balance of member business|oans comprises:

(i) At least twenty-five percent of the outstanding bal-
ance of the credit union's loans; or

(i) The largest portion of the outstanding balance of the
credit union'sloans.

Such facts must be evidenced in an NCUA call report or
any equivalent documentation, such as financial statements,
for a period within two years before the date of application.
For example, a credit union qualifies for the exception under
(d)(ii) of this subsection if, based on the outstanding balance
of a credit union's loans, the credit union's loan portfolio is
comprised of twenty-three percent member business loans,
twenty-two percent first mortgage loans, twenty-two percent
new automobile loans, twenty percent credit card loans, and
thirteen percent total other real estate loans.

(2) Unless the director gives his or her prior consent, a
credit union granted an exception from the aggregate MBL
limit may not make MBL in excess of the greater of:

(8) Twelve and one quarter percent of the credit union's
total assets; or

(b) Three times the credit union's net worth.
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[Statutory Authority: RCW 31.12.426(1), 31.12.516(2), 43.320.040. 01-10-
084, § 208-460-140, filed 5/1/01, effective 6/1/01]

WAC 208-460-150 How do | obtain an exception? (1)
The exception under WAC 208-460-140 (1)(a) and (b) is
effective upon written notice to the director of such designa-
tion or participation.

(2) To obtain an exception under WAC 208-460-140
(D(c) or (d), a credit union must submit its request to the
director. An exception is not effective until it is approved by
the director. The exception request must include documenta-
tion demonstrating that the credit union meets the criteriafor
one of the exceptions. The exception does not expire unless
revoked for safety and soundness reasons by the director.

(3) The director will promptly notify Region VI of the
NCUA of hisor her decision on the request.

[Statutory Authority: RCW 31.12.426(1), 31.12.516(2), 43.320.040. 01-10-
084, § 208-460-150, filed 5/1/01, effective 6/1/01]

WAC 208-460-160 What are the recordkeeping
requirements? You must separately identify member busi-
ness|oansin your records and in the aggregate on your finan-
cial reports.

[Statutory Authority: RCW 31.12.426(1), 31.12.516(2), 43.320.040. 01-10-
084, § 208-460-160, filed 5/1/01, effective 6/1/01]

WAC 208-460-170 Definitions. For purposes of this
chapter, the following definitions apply:

(1) The "amount" of aMBL includes:

(8) Any unfunded commitment to make the loan;

(b) The outstanding balance of the loan; and

(c) Any undisbursed proceeds of the loan.

(2) A person is "associated" with another if they have a
shared ownership, investment, or other pecuniary interest ina
business or commercial endeavor.

(3) A "business purpose" loan means a loan where the
borrower intends to use the proceeds for any of the purposes
listed in WAC 208-460-010(1).

(4) "Development or construction loan" is a financing
arrangement for acquiring real property or rightsto real prop-
erty, including land or structures, with the intent to develop or
improve it for:

(8) Residential housing for sale;

(b) Income property;

(c) Commercial use;

(d) Industrial use; or

(e) Similar uses.

(3) "Immediate family member" is a spouse or other
family member living in the same household.

(4) "Loan-to-value ratio" or "LTV ratio" is derived by
dividing:

(8 The amount of all member business loans by the
credit union and loans by other lenders secured by an item of
collateral, by

(b) The market value of the item of collateral.

(5) "Member business loan" or "MBL" is defined in
WAC 208-460-010.

(6) "NCUA" means the National Credit Union Adminis-
tration.

(7) "Net worth" is retained earnings as defined under
Generally Accepted Accounting Principles. Retained earn-
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ings normally includes undivided earnings, regular reserves
and any other appropriations designated by management or
regulatory authorities. Net worth does not include the allow-
ance for loan and |ease |osses.

[Statutory Authority: RCW 31.12.426(1), 31.12.516(2), 43.320.040. 01-10-
084, § 208-460-170, filed 5/1/01, effective 6/1/01]

Chapter 208-472 WAC

CREDIT UNION FIELD OF MEMBERSHIP
(Formerly chapter 419-72 WAC)

WAC

208-472-010
208-472-015
208-472-020
208-472-025

Authority.

Definitions.

FOM bylaws; addition of FOM groups.

Application for addition of FOM groups—Approval of
director.

Direct marketing restriction.

Application.

208-472-030
208-472-035

DISPOSITION OF SECTIONSFORMERLY
CODIFIED IN THISCHAPTER

208-472-012 Genera requirement. [96-06-011, recodified as § 208-
472-012, filed 2/23/96, effective 6/1/96. Statutory
Authority: RCW 31.12.045, [31.12].115 and [31.12].-
535. 95-09-049, § 419-72-012, filed 4/17/95, effective
5/18/95.] Repealed by 02-04-094, filed 2/5/02, effective
3/8/02. Statutory Authority: RCW 31.12.382, 31.12.-
516 (2), (4), 43.320.040.
Streamlined procedure for small occupational groups.
[Statutory Authority: RCW 42.320.040 [43.320.040]
and 31.12.535. 96-17-071, § 208-472-041, filed
8/20/96, effective 9/20/96. 96-06-011, recodified as §
208-472-041, filed 2/23/96, effective 6/1/96. Statutory
Authority: RCW 31.12.045, [31.12].115 and [31.12].-
535. 95-09-049, § 419-72-041, filed 4/17/95, effective
5/18/95.] Repealed by 02-04-094, filed 2/5/02, effective
3/8/02. Statutory Authority: RCW 31.12.382, 31.12.-
516 (2), (4), 43.320.040.
Inclusion of a group with a common bond of associa-
tion. [Statutory Authority: RCW 42.320.040 [43.320.-
040] and 31.12.535. 96-17-071, 8 208-472-045, filed
8/20/96, effective 9/20/96. 96-06-011, recodified as §
208-472-045, filed 2/23/96, effective 6/1/96. Statutory
Authority: RCW 31.12.045, [31.12].115 and [31.12].-
535. 95-09-049, § 419-72-045, filed 4/17/95, effective
5/18/95. Statutory Authority: RCW 31.12.045 (2),
31.12.115, 31.12.516 and 31.12.535. 89-24-085 (Order
89-3), § 419-72-045, filed 12/6/89, effective 1/6/90.]
Repealed by 02-04-094, filed 2/5/02, effective 3/8/02.
Statutory Authority: RCW 31.12.382, 31.12.516 (2),
(4), 43.320.040.
Application to include a separate associationa group.
[96-06-011, recodified as § 208-472-050, filed 2/23/96,
effective 6/1/96. Statutory Authority: RCW 31.12.045,
[31.12].115 and [31.12].535. 95-09-049, § 419-72-050,
filed 4/17/95, effective 5/18/95. Statutory Authority:
RCW 31.12.045(2), 31.12.115, 31.12.516 and 31.12.-
535. 89-24-085 (Order 89-3), § 419-72-050, filed
12/6/89, effective 1/6/90.] Repealed by 02-04-094, filed
2/5/02, effective 3/8/02. Statutory Authority: RCW
31.12.382, 31.12.516 (2), (4), 43.320.040.
Inclusion of a community group. [Statutory Authority:
RCW 42.320.040 [43.320.040] and 31.12.535. 96-17-
071, § 208-472-060, filed 8/20/96, effective 9/20/96.
96-06-011, recodified as § 208-472-060, filed 2/23/96,
effective 6/1/96. Statutory Authority: RCW 31.12.045,
[31.12].115 and [31.12].535. 95-09-049, § 419-72-060,
filed 4/17/95, effective 5/18/95. Statutory Authority:
RCW 31.12.045(2), 31.12.115, 31.12.516 and 31.12.-
535. 89-24-085 (Order 89-3), 8 419-72-060, filed
12/6/89, effective 1/6/90.] Repealed by 02-04-094, filed
2/5/02, effective 3/8/02. Statutory Authority: RCW
31.12.382, 31.12.516 (2), (4), 43.320.040.
Application to include a separate community group.
[Statutory Authority: RCW 42.320.040 [43.320.040]
and 31.12.535. 96-17-071, § 208-472-065, filed

208-472-041

208-472-045

208-472-050

208-472-060

208-472-065
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8/20/96, effective 9/20/96. 96-06-011, recodified as §
208-472-065, filed 2/23/96, effective 6/1/96. Statutory
Authority: RCW 31.12.045, [31.12].115 and [31.12].-
535. 95-09-049, § 419-72-065, filed 4/17/95, effective
5/18/95. Statutory Authority: RCW 31.12.045(2),
31.12.115, 31.12.516 and 31.12.535. 89-24-085 (Order
89-3), § 419-72-065, filed 12/6/89, effective 1/6/90.]
Repealed by 02-04-094, filed 2/5/02, effective 3/8/02.
Statutory Authority: RCW 31.12.382, 31.12.516 (2),
(4), 43.320.040.

Application deemed complete. [Statutory Authority:
RCW 42.320.040 [43.320.040] and 31.12.535. 96-17-
071, § 208-472-070, filed 8/20/96, effective 9/20/96.
96-06-011, recodified as § 208-472-070, filed 2/23/96,
effective 6/1/96. Statutory Authority: RCW 31.12.045,
[31.12].115 and [31.12].535. 95-09-049, § 419-72-070,
filed 4/17/95, effective 5/18/95. Statutory Authority:
RCW 31.12.045(2), 31.12.115, 31.12.516 and 31.12.-
535. 89-24-085 (Order 89-3), 8 419-72-070, filed
12/6/89, effective 1/6/90.] Repealed by 02-04-094, filed
2/5/02, effective 3/8/02. Statutory Authority: RCW
31.12.382, 31.12.516 (2), (4), 43.320.040.

Approval of application. [Statutory Authority: RCW
42.320.040 [43.320.040] and 31.12.535. 96-17-071, §
208-472-075, filed 8/20/96, effective 9/20/96. 96-06-
011, recodified as § 208-472-075, filed 2/23/96, effec-
tive 6/1/96. Statutory Authority: RCW 31.12.045,
[31.12].115 and [31.12].535. 95-09-049, § 419-72-075,
filed 4/17/95, effective 5/18/95. Statutory Authority:
RCW 31.12.045(2), 31.12.115, 31.12.516 and 31.12.-
535. 89-24-085 (Order 89-3), § 419-72-075, filed
12/6/89, effective 1/6/90.] Repeal ed by 02-04-094, filed
2/5/02, effective 3/8/02. Statutory Authority: RCW
31.12.382, 31.12.516 (2), (4), 43.320.040.

Special circumstances. [96-06-011, recodified as § 208-
472-080, filed 2/23/96, effective 6/1/96. Statutory
Authority: RCW 31.12.045, [31.12].115 and [31.12].-
535. 95-09-049, § 419-72-080, filed 4/17/95, effective
5/18/95. Statutory Authority: RCW 31.12.045(2),
31.12.115, 31.12.516 and 31.12.535. 89-24-085 (Order
89-3), § 419-72-080, filed 12/6/89, effective 1/6/90.]
Repealed by 02-04-094, filed 2/5/02, effective 3/8/02.
Statutory Authority: RCW 31.12.382, 31.12.516 (2),
(4), 43.320.040.

208-472-070

208-472-075

208-472-080

WAC 208-472-010 Authority. A credit union may
admit to membership those persons qualified for membership
who arewithin itsfield of membership as stated inits bylaws.
A credit union may amend its field of membership bylawsto
add one or more occupational groups, associational groups
and communities to its field of membership, as approved by
the director pursuant to this chapter. The FOM groups may be
located inside or outside the state.

The director may waive any provision of this chapter as
the director deems appropriate to facilitate credit union ser-
vice to low and moderate income persons.

In addition to the field of membership powers or author-
ities reflected in this chapter, a credit union has the field of
membership powers and authorities granted pursuant to
RCW 31.12.404.

[Statutory Authority: RCW 31.12.382, 31.12.516 (2), (4), 43.320.040. 02-
04-094, § 208-472-010, filed 2/5/02, effective 3/8/02; 96-06-011, recodified
as § 208-472-010, filed 2/23/96, effective 6/1/96. Statutory Authority: RCW
31.12.045, [31.12].115 and [31.12].535. 95-09-049, § 419-72-010, filed
4/17/95, effective 5/18/95. Statutory Authority: RCW 31.12.045(2), 31.12.-

115, 31.12.516 and 31.12.535. 89-24-085 (Order 89-3), § 419-72-010, filed
12/6/89, effective 1/6/90.]

WAC 208-472-015 Definitions. Unless the context
clearly requires otherwise, as used in this chapter:

(1) "Affiliate" of an enterprise or organization means a
person that controls, is controlled by, or is under common
control with, the enterprise or organization. "Control" means
twenty-five percent or greater stock ownership.
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(2) "Associational group" is a group with a common
bond of association related to membership in an organization,
or a portion of such a group. The organization must satisfy
each of the following criteria:

(8 The organization's primary purpose must be other
than providing eligibility for credit union services;

(b) The organization's membership must be primarily
composed of natural persons; and

(¢) The organization's organizational documents must
define membership eligibility.

Inregard to an associational group within acredit union's
FOM bylaws, the credit union may admit to membership:

(i) Members of the organization;

(i) Directors, employees, volunteers and retirees of the
organization or its subsidiaries or affiliates;

(i) Natural persons under contract to work for the orga-
nization or its subsidiaries or affiliates;

(iv) Family members (as determined by the credit union)
of any of the above-described natural persons;

(v) The spouse of any of the above-described natural per-
sons if the person qualified for membership at the time of his
or her death;

(vi) The organization and its subsidiaries and affiliates;

(vii) Organizations and enterprises more than half of
whose owners, members or employees are eligible to be
members of the credit union; and

(viii) Other persons approved by the director.

Students of aschool, college or university are deemed to
be members of an organization that constitutes an associa-
tional group. In regard to such an associational group within
a credit union's FOM bylaws, the credit union may admit to
membership the students of the school, college or university
as well as the family members (as determined by the credit
union) of the students.

(3) "CAMEL" meansthe CAMEL rating system used by
the division, or a successor rating system used by the divi-
sion.

(4) "Community" is a well-defined geographic area that
is recognized by those who live or work there as a neighbor-
hood, community, or rural district, or a portion of such an
area.

In regard to a community within a credit union's FOM
bylaws, the credit union may admit to membership:

(a) Natural persons who live, work, worship or go to
school in the community;

(b) Enterprises and organizations that have offices
within the community, and natural persons under contract to
work for the enterprises or organizations;

(c) Directors, employees, volunteers and retirees of the
above-described enterprises or organizations;

(d) Family members (as determined by the credit union)
of any of the above-described natural persons;

(e) The spouse of any of the above-described natural per-
sonsif the person qualified for membership at the time of his
or her death;

(f) Enterprises and organizations more than half of
whose owners, members or employees are eligible to be
members of the credit union; and

(g) Other persons approved by the director.

(5) "Credit union" means a credit union organized (or
chartered) and operating under chapter 31.12 RCW, and an
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out-of-state or foreign credit union operating in this state in
accordance with RCW 31.12.471.

(6) "Director" means the director of financial institu-
tions.

(7) "Division" means the division of credit unions of the
Washington state department of financial institutions.

(8) "FOM" means field of membership.

(9) "FOM groups" includes occupational groups, associ-
ational groups and communities.

(10) "Occupational group" is a group with a common
bond of occupation related to employment by, or work for, an
enterprise, or a portion of such a group. The group must be
primarily composed of natural persons.

In regard to an occupational group within acredit union's
FOM bylaws, the credit union may admit to membership:

(a) Employees of the enterprise;

(b) Directors, employees, volunteers and retirees of the
enterprise or its subsidiaries or affiliates;

(c) Natural persons under contract to work for the enter-
prise or its subsidiaries or affiliates;

(d) Family members (as determined by the credit union)
of any of the above-described natural persons;

(e) The spouse of any of the above-described natural per-
sonsif the person qualified for membership at the time of his
or her death;

(f) The enterprise and its subsidiaries and affiliates;

(g) Enterprises and organizations more than half of
whose owners, members or employees are eligible to be
members of the credit union; and

(h) Other persons approved by the director.

(12) "Primarily" or "primary" means more than one-half.

(12) "Qualified associational group" means an associa-
tional group located wholly or partly in the state. However, if
the members of the organization in Washington exceed
6,299, the group will not be considered qualified unless the
group is within the FOM bylaws of another credit union or
federal credit union.

An associational group that does not satisfy this defini-
tionis considered to be a nonqualified associational group.

(13) "Qualified community" means a community in the
state that constitutes a:

(a) Schoal district;

(b) City; or

(c) County with a population of no more than 75 people
per square mile.

A community that does not satisfy this definition is con-
sidered to be a nonqualified community.

(14) "Qualified occupational group" means an occupa-
tional group located wholly or partly in the state. However, if
the members of the enterprise in Washington exceed 6,299,
the group will not be considered qualified unless it is within
the FOM bylaws of another credit union or federal credit
union.

An occupational group that does not satisfy this defini-
tion is considered to be a nonqualified occupational group.

(15) "SOG" means a small occupational group added
pursuant to a SOG enabling amendment approved by the
director priorto........ (the effective date of the 2002 revi-
sionsto this chapter).

[Statutory Authority: RCW 31.12.382, 31.12.516 (2), (4), 43.320.040. 02-
04-094, § 208-472-015, filed 2/5/02, effective 3/8/02. Statutory Authority:
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RCW 31.12.045(1) and [31.12].535. 96-17-070, § 208-472-015, filed
8/20/96, effective 9/20/96. 96-06-011, recodified as § 208-472-015, filed
2/23/96, effective 6/1/96. Statutory Authority: RCW 31.12.045, [31.12].115
and [31.12].535. 95-09-049, § 419-72-015, filed 4/17/95, effective 5/18/95.
Statutory Authority: RCW 31.12.045(2), 31.12.115, 31.12.516 and 31.12.-
535. 89-24-085 (Order 89-3), § 419-72-015, filed 12/6/89, effective 1/6/90.]

WAC 208-472-020 FOM bylaws; addition of FOM
groups. (1) General. Each credit union must keep its FOM
bylaws substantially in the form of the model FOM bylaws
prescribed by the division. Credit unions that have not con-
verted to the model FOM bylawspriorto........ (the effec-
tive date of the 2002 revisions to this chapter) must do so by
December 31, 2002. Each credit union must maintain accu-
rate, complete and up-to-date FOM bylaws.

(2) CAMEL 1sand 2s.

A credit union rated a composite CAMEL 1 or 2 by the
division:

(8 May add qualified occupational groups, qualified
associational groups and qualified communitiesto itsfield of
membership bylaws if the credit union satisfies each of the
following:

(i) If the FOM group has more than 500 employees,
members or residents, as applicable, in Washington, the
credit union has, before its board of directors approves the
amendment, mailed or otherwise provided notice of the addi-
tion to each credit union and federal credit union headquar-
tered in the county(ies) in Washington in which the FOM
group is primarily located; and

(i1) The credit union's board has approved the amend-
ment, which names the underlying enterprise, organization or
community, as applicable, and indicates the date that the
board approved the amendment.

Additions made in accordance with this subsection (2)(a)
are deemed approved by the director; and

(b) May not add nonqualified occupational and associa-
tional groups and nonqualified communities to its field of
membership bylaws without the prior approval of its board of
directors and the prior written approval of the director under
WAC 208-472-025.

(3) CAMEL 3s, 4s and 5s. A credit union rated a com-
posite CAMEL 3, 4 or 5 by the division may not add the fol-
lowing FOM groups to its field of membership bylaws with-
out the prior approval of its board of directors and the prior
written approval of the director under WAC 208-472-025:

(8) Occupational groups, except for SOGs;

(b) Associational groups; and

() Communities.

In general, the director will not approve:

(i) The addition of a community to a credit union's
bylaws if the credit union is rated a composite CAMEL 3 by
the division; or

(if) The addition of an occupational or associational
group or acommunity to a credit union's bylaws if the credit
union is rated a composite CAMEL 4 or 5 by the division.

(4) Other changes. A credit union may, upon approval of
its board of directors, amend its FOM bylaws to:

(a) Delete exclusionary clauses;

(b) Delete FOM groups that no longer exist;

(c) Delete its SOG enabling amendment;
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(d) Revise its SOG enabling amendment to delete the
SOG requirements other than the limitation on the number of
employees, which is 500 per SOG;

(e) Aggregate communitiesinto alarger community. For
example, if a credit union has added each of the school dis-
tricts within acounty as communities, it may amend its FOM
bylaws to designate the county as a community rather than
listing each of the school districts as a community; and

(f) Make nonsubstantive changes.

The board may delegate the authority to delete FOM
groups that no longer exist.

In amending its FOM bylaws under this subsection (4),
other than deletions, the credit union must indicate in its
bylaws the date that the board approved the amendment.

(5) A person that isamember of acredit union may con-
tinue to be a member even though the person is no longer
within the field of membership bylaws of the credit union,
subject to the credit union's right to terminate the person's
membership. The family members (as determined by the
credit union) of acredit union member continueto be eligible
to join the credit union, even though the credit union member
isno longer within the FOM bylaws of the credit union.
[Statutory Authority: RCW 31.12.382, 31.12.516 (2), (4), 43.320.040. 02-
04-094, § 208-472-020, filed 2/5/02, effective 3/8/02. Statutory Authority:
RCW 42.320.040 [43.320.040] and 31.12.535. 96-17-071, § 208-472-020,
filed 8/20/96, effective 9/20/96. 96-06-011, recodified as § 208-472-020,
filed 2/23/96, effective 6/1/96. Statutory Authority: RCW 31.12.045,
[31.12].115 and [31.12].535. 95-09-049, § 419-72-020, filed 4/17/95, effec-
tive 5/18/95. Statutory Authority: RCW 31.12.045(2), 31.12.115, 31.12.516

and 31.12.535. 89-24-085 (Order 89-3), § 419-72-020, filed 12/6/89, effec-
tive 1/6/90.]

WAC 208-472-025 Application for addition of FOM
groups—Approval of director. (1) In order to request the
approval of the director to add an FOM group to its bylaws
under WAC 208-472-020 (2)(b) or (3), a credit union must
submit a written application in duplicate to the director. The
application must include the following items, and any other
information and materials requested by the director:

(& The name of the FOM group that the applicant
desires to add to its bylaws;

(b) A copy of the resolution of its board of directors
approving the bylaws amendment, certified by the board
chairperson or secretary;

(c) A detailed description of the FOM group, including,
but not limited to, location and number of employees, mem-
bers or residents, as applicable, with supporting documenta-
tion;

(d) An explanation how the FOM group satisfies the def-
inition of such a group in WAC 208-472-015;

(e) If the applicant is applying to add an associational
group, an explanation of the qualificationsfor membershipin
the organization, and a copy of the organization's organiza-
tional documents;

(f) An explanation how the addition of the FOM group
will affect the financia condition of the applicant. In addi-
tion, if the applicant is applying for a community, three year
pro forma income statements and balance sheets and key
ratios (including, but not limited to, return on average assets,
net worth, asset growth and share growth);

(g9) If the applicant is applying to add a nonqualified
occupational or associational group in excess of 6,299
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employees or members, as applicable, a reasoned justifica-
tion why the group does not have sufficient size or resources,
including individual and sponsor support, and financial,
physical and human resources, to support a viable credit
union of its own; and

(h) If the group has more then 500 employees, members,
or residents, as applicable, a statement that the applicant has
mailed or otherwise provided notice of the application to
each credit union and federal credit union headquartered in
the county(ies) in Washington in which the FOM group is
primarily located.

The director may waive any of the items in this subsec-
tion as the director deems appropriate, such asin the case of
the addition of FOM groups located wholly out-of-state.

(2) An application filed pursuant to subsection (1) of this
section is deemed complete when the director hasreceived all
of the information required by subsection (1) of this section.
If an incomplete application isreceived, the director will give
written natice to the applicant no more than thirty days from
the date the original application was received that additional
information is necessary. The applicant will be allowed thirty
days after receipt of the notice to provide the requested infor-
mation. If the applicant fails to do so, the director will return
the application and it will be deemed withdrawn.

(3) The director will give the applicant written notice of
approval or denial within thirty days after the application is
deemed complete. The director's determination whether to
approve an application will be based on consideration of the
safety and soundness of the applicant and the applicant's
compliance with this chapter.

(4) To add a separate FOM group located wholly out-of -
state to its field of membership bylaws, a credit union should
first contact the director to determine how to proceed with the
application to the director and whether the credit union is
required to file an application or notice with the credit union
supervisory authority in the other state.

[Statutory Authority: RCW 31.12.382, 31.12.516 (2), (4), 43.320.040. 02-
04-094, § 208-472-025, filed 2/5/02, effective 3/8/02. Statutory Authority:
RCW 42.320.040 [43.320.040] and 31.12.535. 96-17-071, § 208-472-025,
filed 8/20/96, effective 9/20/96. 96-06-011, recodified as § 208-472-025,
filed 2/23/96, effective 6/1/96. Statutory Authority: RCW 31.12.045,
[31.12].115 and [31.12].535. 95-09-049, § 419-72-025, filed 4/17/95, effec-
tive 5/18/95. Statutory Authority: RCW 31.12.045(2), 31.12.115, 31.12.516

and 31.12.535. 89-24-085 (Order 89-3), § 419-72-025, filed 12/6/89, effec-
tive 1/6/90.]

WAC 208-472-030 Direct marketing restriction. A
credit union may not conduct direct marketing targeted pri-
marily at the persons in an occupational or associational
group unless:

(1) The group was included in the FOM bylaws of the
credit union priorto........ (the effective date of the 2002
revisions to this chapter). An occupational or associational
groupis"included" inthe FOM bylaws of acredit unionif the
underlying enterprise or organization, as applicable, isnamed
or within an industry described in the credit union's FOM
bylaws. A group that does not satisfy the prior sentence, but
that iswithin acommunity in acredit union's FOM bylaws, is
not considered "included" in the FOM bylaws of the credit
union; or

(2) A management official of the underlying enterprise
or organization has provided the credit union with a written
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statement, signed by the official, that the group desires ser-
vice by the credit union.

[Statutory Authority: RCW 31.12.382, 31.12.516 (2), (4), 43.320.040. 02-
04-004, § 208-472-030, filed 2/5/02, effective 3/8/02.]

WAC 208-472-035 Application. (1) This chapter also
appliesto the conversion of an out-of-state, foreign or federal
credit union to a credit union chartered and operating under
chapter 31.12 RCW.

(2) This chapter does not apply to mergers where the
continuing credit union is organized (or chartered) and oper-
ating under chapter 31.12 RCW. The continuing credit union
may amend its FOM bylaws to add the FOM groups of the
merging credit union.

(3) Thischapter does not restrict FOM groups added to a
credit union'sbylawspriorto........ (the effective date of
the 2002 revisions to this chapter).

[Statutory Authority: RCW 31.12.382, 31.12.516 (2), (4), 43.320.040. 02-
04-004, § 208-472-035, filed 2/5/02, effective 3/8/02.]

Chapter 208-490 WAC
"GUIDANCE" FOR CREDIT UNIONS

WAC

208-490-010 Purpose of these rules.

208-490-020 What is the "guidance"?

208-490-030 What does the guidance require of credit unions?

208-490-040 Istherealist of subjectsthat credit unions must consider
for inclusion in their policies and procedures?

208-490-050 Where can | read the guidance documents?

208-490-060 Why do | need to read the federal guidance documents?

208-490-070 What will the division of credit unions do about compli-

ance with guidance policies and procedures?

WAC 208-490-010 Purposeof theserules. Theserules
are designed to hel p Washington state-chartered credit unions
establish, reiterate, integrate and maintain their own policies
and procedures regarding subprime and nontraditional mort-
gage lending guidance. These policies and procedures are
required by chapter 108, Laws of 2008 (chapter 19.144
RCW).

[Statutory Authority: RCW 43.320.040, 19.144.040 (2008 ¢ 108). 08-22-
072, § 208-490-010, filed 11/4/08, effective 12/5/08 ]

WAC 208-490-020 What isthe " guidance" ? Because
of concerns about problems with subprime mortgage lending,
the federal government issued the Interagency Guidance on
Nontraditional Mortgage Product Risks and a Statement on
Subprime Mortgage Lending (collectively, "the guidance").

In 2007, governor Christine Gregoire convened the
Washington state task force for homeowner security. The
task force recommended including the federal guidance in
state legislation. The 2008 Washington state legislature
enacted SHB 2770, requiring the department of financial
institutions to apply the two guidance documents to financial
institutions in Washington. Starting in 2008, credit unions,
banks, mortgage brokers and other Washington state finan-
cial institutions must have "policies and procedures’ that use
the guidance.

[Statutory Authority: RCW 43.320.040, 19.144.040 (2008 ¢ 108). 08-22-
072, § 208-490-020, filed 11/4/08, effective 12/5/08 ]
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WAC 208-490-030 What does the guidance require
of credit unions? The stated intent of the guidanceisto help
borrowers to better understand adjustable rate mortgage
(ARM) risks. The guidance requires credit unions and other
financial institutions to have "policies and procedures’ that
focus on the various risks of subprime/nontraditional mort-
gage lending.

The guidance requires credit unions to be aware of port-
folio and risk management practices, to use appropriate
underwriting standards and to abide by consumer protection
principles. Credit unions also need to maintain strong internal
control systems. Many of the recommendations in the guid-
ance are good business practices, and may aready be fol-
lowed by credit unions.

Not all of the elements of the guidance may be applica-
ble to all credit unions. Credit unions must determine which
elements are relevant to their operations, and incorporate
only those subjects into their policies and procedures.

[Statutory Authority: RCW 43.320.040, 19.144.040 (2008 ¢ 108). 08-22-
072, § 208-490-030, filed 11/4/08, effective 12/5/08 ]

WAC 208-490-040 Isthere alist of subjects that
credit unions must consider for inclusion in their policies
and procedures? Yes, the guidance requires all financial
institutions, including credit unions, to focus on the following
subjects and apply the relevant ones to their existing policies
and procedures:

* Help borrowers understand ARM risks, including:

—Low initial payment;

—High or unlimited reset rate caps;

—Low or no documentation loans;

— Prablems of frequent refinancing;

—Risk layering;

— Simultaneous second lien loans;

— Prepayment penalties;

—NCUA prohibited practices.

 Understand portfolio and risk management practices,
including:

— Relationship between subprime lending and predatory
lending;

—Risksof loans based on foreclosed or liquidation value;

— Prablem of loan "flipping";

— Fraud detection;

—Use of qualifying standards;

— Maintenance of appropriate capital levels;

— Use of appropriate alowance for loan and lease loss
levels;

— Risks of stated income loans.

 Underwriting standards.

» Workout arrangements.

» Consumer protection principles, including:

— Use of asummary disclosure form;

— Avoidance of steering borrowers to inappropriate
products;

— Explanation of payment shock risk;

— Explanation of prepayment penalty;

— Explanation of balloon payment;

— Explanation of costs of low documentation or stated
income loans;

— Compliance with the Truth in Lending Act and other
federal requirements;
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— Importance of good consumer communicationsin pro-
motional materials and product descriptions;

— Explanation of borrower responsibility for taxes and
insurance.

 Development and maintenance of strong internal con-
trals, including:

— Management of deals with third-party originators,

— Management of secondary market risk;

— Effective management information and reporting;

— Use of stress testing and performance measures;

— Actual practices consistent with policies.

There may also be other subjects contained in the guid-
ance that may be relevant to some credit unions.

[Statutory Authority: RCW 43.320.040, 19.144.040 (2008 ¢ 108). 08-22-
072, § 208-490-040, filed 11/4/08, effective 12/5/08 ]

WAC 208-490-050 Where can | read the guidance
documents? Y ou can find the two federal guidance docu-
ments on theinternet: http://www.fdic.gov/news/news/press/
2006/pr06086b.pdf; and http://www.fdic.gov/news/news/
press/2007/pr07055a.html.

You can aso click on the links on the DFI web site at
www.dfi.wa.gov.

If you do not have internet access, you may contact the
department of financial institutions, division of credit unions
(DCU) for a copy of the documents.

Read these documents carefully to ensure your credit
union's application of thelaw, and to comply with itsrequired
integration of the guidanceinto your policies and procedures.
If your credit union needs help incorporating the guidance
into your policies and procedures, contact your lawyer.

[Statutory Authority: RCW 43.320.040, 19.144.040 (2008 ¢ 108). 08-22-
072, § 208-490-050, filed 11/4/08, effective 12/5/08 ]

WAC 208-490-060 Why do | need toread thefederal
guidance documents? The federal guidance consists of two
lengthy documents that are very detailed. Because they are
required by state statutory law, they apply in their entirety.
DCU cannot merely summarize them or give you a checklist.
Y ou must read the documents in order to apply the relevant
provisions to your particular credit union, by integrating the
guidance into your own policies and procedures.

[Statutory Authority: RCW 43.320.040, 19.144.040 (2008 ¢ 108). 08-22-
072, § 208-490-060, filed 11/4/08, effective 12/5/08 ]

WAC 208-490-070 What will the division of credit
unions do about compliance with guidance policies and
procedures? Every state-chartered credit union is different.
Thereisno one-size-fits-all guidance available. DCU will not
issue model guidance, because the process of self-analysis
that a credit union needs to do, in order to develop its own
guidance policies and procedures, is beneficial. The DCU
does not provide technical legal advice.

Also, the guidance is complex, and will result in varia-
tions in wording or applicability of guidance policies and
procedures among credit unions, depending upon the size and
complexity of that particular credit union, the characteristics
of its membership base, and the type of mortgage lending it
does, if any.
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For supervision purposes, the division of credit unions
will:

(1) Verify that a credit union hasintegrated the guidance
into its policies and procedures, as part of its risk-focused
exam. DCU will not mandate the length or exact wording
used in the guidance policies and procedures.

(2) Review the guidance policies and procedures with
the credit union, if aconsumer complaint indicates a problem
or issue regarding subprime and nontraditional mortgage
lending practices.

(3) Verify that acredit union isfollowing its policies and
procedures.

The DCU expects prompt compliance by credit unions
with the requirements of thisrule.

The law provides DCU with examination, enforcement
and investigation authority to take appropriate action against
credit unions that are in noncompliance with the guidance
policies and procedures requirement.

[Statutory Authority: RCW 43.320.040, 19.144.040 (2008 ¢ 108). 08-22-
072, § 208-490-070, filed 11/4/08, effective 12/5/08 ]

Chapter 208-512 WAC

BANKSAND TRUST COMPANIES
(Formerly chapter 50-12 WAC)

WAC

208-512-020 Characterization of "federal fund transactions."

208-512-030 Definitions and characterization of time deposits.

208-512-045 Schedule of fees for banks, trust companies, stock sav-
ings banks, mutual savings banks, and alien banks.

208-512-050 Limiting loans to officers.

208-512-060 Accounts in excess of one hundred thousand dollars.

208-512-070 Nonbankable assets.

208-512-080 Purchase or sale of United States government securi-
ties—Resale or repurchase agreement.

208-512-090 Purchase or sale of United States government securities
solely for customers' account not within purview of
RCW 30.04.200.

208-512-100 L easing bank premises—Limitations.

208-512-110 Investment securities—Permissible investments.

208-512-115 Investment securities—Proper management.

208-512-116 Investment securities—Investment in investment com-
panies.

208-512-117 Investmentsin corporations.

208-512-120 Promulgation.

208-512-130 Purpose.

208-512-140 Definitions.

208-512-150 Assessing the record of performance.

208-512-160 Rating assignment.

208-512-170 Rating for period January 1, 1986 through December 31,
1986.

208-512-180 Limitation on single investment.

208-512-190 Investment in qualifying community investments.

208-512-200 Consideration of performance record in meeting com-
munity credit needs in approving and disapproving
applications.

208-512-210 Promulgation.

208-512-220 Purpose.

208-512-230 Definitions.

208-512-240 General limitations.

208-512-250 General limitation—L oans fully secured by readily mar-
ketable collateral.

208-512-260 Combining loans to separate borrowers.

208-512-270 Loansto corporations.

208-512-280 Loans to partnerships, joint ventures, and associations.

208-512-290 Exceptions to the lending limits.

208-512-300 Transitional rules.

208-512-310 Insurance agency activities—Promulgation.

208-512-320 Insurance agency activities—Purpose.

208-512-330 Insurance agency activities—Definitions.

208-512-340 Insurance agency activities—General rule.

208-512-350 Insurance agency activities—Exceptions.

208-512-360 Insurance agency activities—Subsidiary.
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208-512-370 Insurance agency activities—Enforcement.

208-512-400 Purpose of these rules.

208-512-410 What is the "guidance"?

208-512-420 What does the guidance require of banks, savings banks
and savings associations?

208-512-430 Isthere alist of subjectsthat banks, savings banks and
savings associations must include in their policies
and procedures?

208-512-440 Where can | read the guidance documents?

208-512-450 Why do | need to read the federal guidance documents?

208-512-460 What will the division of banks do about compliance

with guidance policies and procedures?

WAC 208-512-020 Characterization of " federal fund
transactions." When a bank purchases fundsfor reserve pur-
poses or sells excess funds to another bank so that such bank
may meet its reserve requirements, these transactions
between banks have been commonly referred to as " overnight
borrowings,” "overnight security transactions,” or "federal
fund transactions." "Federal fund transactions" would nor-
mally occur when member banks purchase funds for reserve
purposes through the Federal Reserve System or when such
banks sell excess funds through the Federal Reserve System
to another member bank so that such bank may meet its
reserve requirements. However, for the purpose of unifor-
mity, all future transactions of this sort, whether through the
Federal Reserve System or between banks, may bereferred to
as "federal fund transactions."

This type of transaction takes the form of a transfer of
funds from the seller to the buyer. Payment is usually made
by the purchasing bank the following day in the amount of
the funds purchased and for a specified fee.

Such a transaction does not create, on the part of the
buyer, an obligation subject to RCW 30.04.140 but is consid-
ered a purchase of such funds.

Conversely, such atransaction does not create a loan or
investment subject to RCW 30.04.110 on the part of the
seller, but isto be considered a sale of such funds.

[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, recodi-

fied as § 208-512-020, filed 8/22/00, effective 9/22/00; Order 3, § 50-12-
020, filed 12/23/68.]

WAC 208-512-030 Definitions and characterization
of time deposits. The term "time deposits’ means "time cer-
tificates of deposit" and, "time deposits, open account,” as
defined below.

(1) Time certificates of deposit. The term "time certifi-
cate of deposit" means adeposit evidenced by anegotiable or
nonnegotiable instrument which provides on its face that the
amount of such deposit is payable:

(a) On acertain date, specified in the instrument, not less
than thirty days after the date of the deposit; or

(b) At the expiration of a specified period not less than
thirty days after the date of the instrument; or

(c) Upon written notice to be given not less than thirty
days before the date of repayment.

(2) Time deposits, open account. The term "time
deposit, open account,” means a deposit, other than a "time
certificate of deposit,” with respect to which thereisin force
a written contract with the depositor that neither the whole
nor any part of such deposit may be withdrawn, by check or
otherwise, prior to the date of maturity, which shall be not
less than thirty days after the date of the deposit, or prior to
the expiration of the period of notice which must be given by
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the depositor in writing not less than thirty daysin advance of
withdrawals.

A time deposit is a deposit and therefore not subject to
individual bank and trust company lending limits, as pro-
scribed by RCW 30.04.110. However, before a bank or trust
company may deposit its funds with another bank in the form
of atime deposit, the depository bank must first be appointed
a depository by a vote of a majority of the directors of the
depositing bank and approved as a depository by the director
of the department of financial institutions.

If abank acquires atime deposit with abank that has not
been approved as a depository by the director of the depart-
ment of financial institutions, such transaction shall be con-
sidered to be an investment and subject to the bank's lending
limitation.

[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, amended

and recodified as § 208-512-030, filed 8/22/00, effective 9/22/00; Order 2, §
50-12-030, filed 12/23/68.]

WAC 208-512-045 Schedule of fees for banks, trust
companies, stock savings banks, mutual savings banks,
and alien banks. (1) The director shall collect the following
fees:

(8) Hourly charges for services plus actua expenses for
review of application and attendant investigation for:

(i) New bank or trust company;

(if) Conversion to a state chartered institution;

(iii) Alien bank to establish and operate an office or
bureau in the state;

(iv) Certificate conferring trust powers;

(v) Branch;

(vi) Merger, consolidation, or reorganizational agree-
ment;

(vii) Relocation of main office or branch;

(viii) An out-of-state bank holding company acquisition
and control of more than five percent of the shares of voting
stock or substantially all of the assets of a bank, trust com-
pany, national banking association or bank holding company,
the principal operations of which are conducted within this
state;

(ix) The purchase or sale of a branch;

(x) Voluntary or involuntary liquidation of a bank or
trust company pursuant to chapter 30.44 RCW or for acting
as conservator of abank or trust company pursuant to chapter
30.46 RCW;

(xi) Conversion from a mutual savings bank to a stock
savings bank;

(xii) Notice of change of control.

(b) Hourly charges for opinions rendered regarding
interpretations of statutes and rules.

(c) $100.00 for issuing the following certificates:

() Branch certificate;

(i) Increase or decrease of capital stock certificate;

(i) Certificate of authority;

(iv) Certificate of good standing;

(v) Other.

(d) $100.00 for filing articles of incorporation, or amend-
ments thereof, or other certificates required to be filed with
the director.

(e) Fifty cents per page for furnishing copies of papers
filed with the director.
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(2) The hourly fee for services shall be $90.00 per
employee hour expended. The director may require a lump
sum payment in advance to cover the anticipated cost of
review and investigation of the activities described in subsec-
tion (1)(a) and (b) of this section. In no event shall the lump
sum payment required under this section exceed actual
amounts derived in subsection (1)(a) and (b) of this section.
[Statutory Authority: RCW 30.04.030 and 43.320.040. 01-06-024, §
208-512-045, filed 2/27/01, effective 3/30/01; 00-17-141, amended and
recodified as § 208-512-045, filed 8/22/00, effective 9/22/00. Statutory

Authority: RCW 30.08.095. 91-18-055, § 50-12-045, filed 8/30/91, effec-
tive 9/30/91; 90-12-008, § 50-12-045, filed 5/25/90, effective 6/25/90.]

WAC 208-512-050 Limiting loansto officers. (1) A
bank or trust company may make the following loans to any
of its officers:

(a) A loan secured by afirst lien on a dwelling if at the
time the loan is made:

(i) The dwelling secured is expected to be both owned by
the officer and used by him as his residence after the loan is
made; and

(if) No other such loan made by the bank or trust com-
pany to the officer under the authority of (a) of this subsec-
tion is outstanding;

(b) A loan to finance the education of an officers' chil-
dren; and

(c) Any other secured or unsecured loan including aline
of credit which, at the time the loan is made, is not in excess
of the greater of $25,000 or 2.5% of capital and unimpaired
surplus as defined in RCW 30.12.060(2), but in no event for
an amount greater than $100,000.

(2) A bank or trust company shall not make aloan under
subsection (1) of this section to an officer which, at the time
the loan is made, exceeds the greater of $25,000 or 5% of
capital and unimpaired surplus as defined in RCW 30.12.060
(2) unless aresolution authorizing aloan for a greater amount
is adopted by avote of amajority of the board of directors of
the bank or trust company prior to the making of such loan,
and the vote and resolution is entered in the corporate min-
utes.

(3) In no case shall the total liahility of an officer to a
bank or trust company under subsection (1) of this section
exceed either $500,000, unless approved in advance for a
greater amount by amajority of the board of directorsprior to
the making of any loan in excess of this amount, or the limit
prescribed by RCW 30.04.110, whichever isless. When com-
puting the total outstanding liability of an officer of abank or
trust company belonging to an affiliated group of two or more
corporations, all loansto the officer from the affiliated corpo-
rations shall be aggregated, including but not limited to loans
from:

(8 The bank or trust company's parent bank holding
company; or

(b) Any other corporation held by the bank or trust com-
pany's parent bank holding company; or

(c) A subsidiary of the bank or trust company; or

(d) A subsidiary of any other corporation if such corpo-
ration is held by the bank or trust company's parent bank
holding company.

(4) Any loan to an officer of abank that does not require
specific prior approval by amajority of the board of directors
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by resolution or otherwise pursuant to subsections (2) and (3)
of this section shall be promptly reported to the board of
directors and duly reflected in the minutes of the next regular
board meeting.

(5) For purposes of this section, the words "loan" and
"loans" shall mean all extensions of credit by the bank or trust
company including but not limited to the purchase, discount,
or acquisition, as security or otherwise, of any debt or obliga-
tion of any officer owed to any other person.

[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, recodi-
fied as 8 208-512-050, filed 8/22/00, effective 9/22/00. Statutory Authority:
RCW 30.12.060. 85-19-052 (Order 62), § 50-12-050, filed 9/13/85; 84-03-
036 (Order 58), § 50-12-050, filed 1/13/84; 79-04-042 (Order 40), § 50-12-

050, filed 3/23/79; Order 31, § 50-12-050, filed 10/2/75; Order 4, § 50-12-
050, filed 5/15/69, effective 6/16/69.]

WAC 208-512-060 Accounts in excess of one hun-
dred thousand dollars. A mutual savings bank may accept
or hold accounts in excess of one hundred thousand dollars
on the following terms and conditions:

(1) Such accountsin the aggregate are placed in assets of
similar maturity;

(2) The following records are maintained at all times
with respect to each such account:

(a) The name(s) and address(es) of the depositor(s);

(b) The manner in which the account is held;

(c) The amount of the initial deposit;

(d) The contemplated time of withdrawal, if known;

(e) Theinterest rate; and

(f) Such other information available to the mutual sav-
ings bank as the director may from time to time require in
order to carry out the duties of his office;

(3) A separate report maintained showing at al timesthe
aggregate total of all such accounts accepted or held; and

(4) Asset liquidity records and controls are maintained.
The director may from time to time impose such require-
ments or restrictions as he deems appropriate in connection
with accepting or holding one or more such accounts, based
upon the nature and size of the account, the condition of the
mutual savings bank accepting the same, the general eco-
nomic conditions then existing, and such other factors as the
director may deem relevant to the prudent operation of the
mutual savings bank accepting or holding the account.
[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, amended
and recodified as § 208-512-060, filed 8/22/00, effective 9/22/00; Order 29,

§ 50-12-060, filed 10/2/75; Order 7 and Emergency Order 6, § 50-12-060,
filed 1/7/70.]

WAC 208-512-070 Nonbankable assets. In determin-
ing whether an asset of a bank, mutual savings bank or trust
company is bankable all of the circumstances of the asset
shall be weighed, including but not limited to the following:

(1) Character of the borrower

(2) Capacity of the borrower

(3) Capital of the borrower

(4) Collateral, sufficiency of

(5) Economic conditions pertaining to the type of busi-
ness in which the borrower is engaged

(6) Conformance to general banking standards as then
currently practiced in the banking industry.

If, in the examination of a bank, mutual savings bank or
trust company, an examiner finds an asset which in his opin-
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ion, after weighing all the circumstances of the asset, is non-
bankabl e, the director may require that such asset be charged
off the books of the bank, mutual savings bank or trust com-
pany.

Within fifteen days following the next meeting of the
board of directorsfollowing receipt of written notice from the
director to charge off such asset, but in no event more than
forty-five days following receipt of such written notice, the
bank, mutual savings bank or trust company, shall write the
same off as an asset or file awritten statement with the direc-
tor explaining why, in its opinion, the asset should not be so
treated. After considering such written statement and within
ten days after receipt thereof, the director will notify the bank
inwriting of his decision as to the treatment of the asset.
[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, amended

and recodified as § 208-512-070, filed 8/22/00, effective 9/22/00; Order 9, §
50-12-070, filed 5/9/72.]

WAC 208-512-080 Purchase or sale of United States
gover nment securities—Resale or repurchase agreement.
The purchase or sale of securities of, or fully guaranteed asto
principal and interest by, the United States government and
agencies thereof, or afractional undivided interest therein by
a bank, under an agreement or agreements to resell or repur-
chase the interest transferred, or a portion thereof, at the end
of astated period, shall not constitute an obligation subject to
the lending limit of RCW 30.04.110, an indebtedness or lia-
bility of the bank within the meaning of RCW 30.04.150, a
borrowing for the purposes of reloaning within the meaning
of RCW 30.04.160, nor a pledge or hypothecation of securi-
ties or assets of the bank to a depositor or creditor within the
meaning of RCW 30.04.140.

[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, recodi-
fied as § 208-512-080, filed 8/22/00, effective 9/22/00. Statutory Authority:

RCW 30.04.030. 83-03-020 (Order 51), § 50-12-080, filed 1/13/83; Order
28, § 50-12-080, filed 9/10/74.]

WAC 208-512-090 Purchase or sale of United States
government securities solely for customers' account not
within purview of RCW 30.04.200. The provisions of RCW
30.04.200 shall not prohibit banks or the officers or employ-
ees thereof in the course of their employment from purchas-
ing and selling securities and stocks without recourse, solely
upon the order and for the account of customers of the bank,
or from dealing in, underwriting and purchasing for the
account of the bank obligations of, or obligations guaranteed
as to principal and interest by, the United States or agencies
thereof or of any state or political subdivision thereof.
[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, recodi-

fied as § 208-512-090, filed 8/22/00, effective 9/22/00. Statutory Authority:
RCW 30.04.030. 83-01-082 (Order 49), § 50-12-090, filed 12/17/82.]

WAC 208-512-100 Leasing bank premises—Limita-
tions. A bank or trust company may lease part of the premises
inwhich it conductsits day-to-day business pursuant to RCW
30.04.210 to persons engaged in nonbanking or nontrust
business activities subject to the following limitations:

(1) No director, officer, or employee of such bank or
trust company may have any direct or indirect financial inter-
est in the lessee's business activities conducted on the pre-
mises |eased;
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(2) No bank or trust company may receive commissions
or other revenues from the lessee other than periodic rental
payments received under terms that are usual and customary
in leasing space used for similar commercial purposes as
determined by the supervisor;

(3) No lessee may have access to security areas of the
bank or trust company's premises, nor may a lessee conduct
business activities on a bank or trust company's premises
other than during regular banking hours;

(4) No director, officer, or employee of a bank or trust
company may be employed by, or serve in any fiduciary
capacity for a corporation or other person leasing the pre-
mises of such bank or trust company for such business activ-
ities;

(5) No bank or trust company may exercise managerial
control over the lessee's business activities or assume, guar-
antee, or otherwise become obligated for the |essee's debts or
legal obligations;

(6) No bank or trust company may advertise a lessee's
business activities conducted on such bank or trust company's
premises as a service provided by the bank or trust company,
or otherwise represent that the lessee's business activities are
not independently owned and operated;

(7) No bank or trust company may use tying arrange-
ments involving the sale of a lessee's goods or services
offered on such bank or trust company's premises or in any
other way require purchase of alessee's goods or services as
acondition for granting credit or performing services.

(8) For purposes of this section, the term "bank or trust
company" means any person or corporation operating under
the provisions of Title 30 RCW directly or indirectly affili-
ated with the lessor.

[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, recodi-

fied as 8 208-512-100, filed 8/22/00, effective 9/22/00. Statutory Authority:
RCW 30.12.060. 85-19-052 (Order 62), § 50-12-100, filed 9/13/85.]

WAC 208-512-110 Investment securities—Permissi-
ble investments. A bank or trust company may purchase or
hold obligations of a single obligor which are "investment
securities," as defined below, and meet the following guide-
linesfor proper "investment security" management. The term
"investment security" shall mean amarketable obligation evi-
dencing indebtedness of any person, copartnership, associa-
tion, or corporation; of the government of the United States
or any agency thereof; of any state, or political subdivision
thereof; or of any publicly owned entity that is an instrumen-
tality of astate or municipal corporation in the form of bonds,
notes, and/or debentures. They exclude investments which
are predominately speculative but shall include:

(1) Typel securities which abank may deal in, purchase,
and sell for its own account without limitation. These securi-
tiesinclude;

(a) Obligations of the United States;

(b) Obligations issued, insured, or guaranteed by a
department or agency of the United States, including obliga-
tions of such departments or agencies representing an interest
in aloan or pool of loans;

(c) General obligations of a state or political subdivision
including but not limited to obligations of a county, city,
town, municipal corporation, or any publicly owned entity
that is an instrumentality of a state or municipal corporation;
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(d) Obligations of any state or palitical subdivision of a
state if a state or political subdivision of a state having gen-
eral powers of taxation has unconditionally promised to make
sufficient funds available for full repayment of the obliga-
tion; and

(e) Revenue bonds issued by public improvement agen-
cies.

(2) Typell securitieswhich abank may deal in, purchase
and sell for its own account subject to a twenty percent of
capital and surplus limitation and any limitation set forth in
WAC 50-12-115 (2)(c). These include obligations issued by
any state or political subdivision, or any agency of a state or
political subdivision for housing, university or dormitory
purposes. Such obligations include:

(a) Obligationsissued by any state or a political subdivi-
sion for the purpose of financing the construction or improve-
ment of facilities at or used by auniversity or a degree-grant-
ing college-level ingtitution, or financing loans for studies at
such institutions; and

(b) Obligations which finance the construction or
improvement of facilities used by a hospital, provided that
the hospital is a department or a division of a university, or
otherwise provides a sufficient nexus with university pur-
poses.

(3) Type Il securities which a bank may purchase and
sell for its own account with a twenty percent of capital and
surplus limitation and any limitation set forth in WAC 208-
512-115 (2)(c), but may not deal in. These include invest-
ment securities issued by corporations, provided that such
securities have received in the most recent edition one of the
four highest rating grades by Standard and Poor's, Moodys,
or equivalent rating service. Unrated securities must be
investment grade and be of equivalent quality to the four
highest rating grades and where the investment characteris-
tics are distinctly or predominately not speculative.

[Statutory Authority: RCW 30.04.030 and 43.320.040. 01-06-024, § 208-
512-110, filed 2/27/01, effective 3/30/01; 00-17-141, recodified as § 208-
512-110, filed 8/22/00, effective 9/22/00. Statutory Authority: RCW
30.08.140. 87-20-036 (Order 70), § 50-12-110, filed 9/30/87. Statutory

Authority: RCW 30.12.060. 85-19-052 (Order 62), § 50-12-110, filed
9/13/85]

WAC 208-512-115 Investment securities—Proper
management. (1) A bank may purchase a Type | security for
its own account, provided it is permissible under the provi-
sions of Title 30 RCW and thisregulation, if through prudent
banking judgment it determines there is adequate evidence
that the obligor will be able to perform all necessary under-
takingsin connection with the security, including all debt ser-
vice reguirements.

(2)(a) A bank may purchase a Type Il or 111 security for
its own account when through prudent banking judgment
(which may be based in part upon estimates which it believes
to be reliable), it determines that there is adequate evidence
that the obligor will be able to perform all that it undertakes
to perform in connection with the security, including all debt
service requirements, and that the security is marketable so
that it can be sold with relative promptness at a fair market
value.

(b) A bank may, subject to the limitations set forth in (c)
of this subsection, purchase a security of Typell or Il for its
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own account although its judgment with respect to the obli-
gor's ability to perform is based predominantly upon esti-
mates it believes to be reliable. This subsection permits a
bank to exercise a somewhat broader range of judgment with
respect to a more restricted portion of its investment portfo-
lio.

(c) If abank holds at any time Type Il or Ill securities
which would not be eligible for purchase pursuant to (a) of
this subsection in atotal amount in excess of five percent of
the bank's capital and surplus, they areto be charged down to
market value or a specific reserve is to be established within
ninety days.

(3) Each bank shall maintain in its files credit informa-
tion adequate to demonstrate that it has exercised prudencein
making the determinations and carrying out the transactions
involving underwriting, dealing in, and purchase and sale of
investment securities. This information shall be retained:

(8 When securities are purchased for the bank's own
portfolio, aslong as the security remainsin the portfolio;

(b) When securities are underwritten by the bank, for the
maturity or the life of the security; and

(c) With regard to dealer activities, for periods set forth
in the relevant rules of the municipal securities rule-making
board.

(4) When a bank purchases an investment security con-
vertible into stock or with stock purchase warrants attached,
entries must be made by the bank at the time of purchase to
write down the cost of such security to an amount which rep-
resents the investment value of the security considered inde-
pendently of the conversion feature or attached stock pur-
chase warrants. Purchase of securities convertible into stock
at the option of the issuer is prohibited.

(5) When an investment security is purchased at a price
exceeding par or face value, the bank shall:

(&) Charge off the entire premium at the time of pur-
chase; or

(b) Provide for a program to amortize the premium paid
or that portion of premium remaining after the write-down
subject to subsection (2) of this section so that such premium
or portion thereof shall be entirely extinguished at or before
the maturity of the security.

(6) Each bank shall take measures to insure the cumula-
tive investment holdings do not exceed the limitations for a
specific investment set forth in Title 30 RCW.

(7) The board of directors, acommittee thereof, or aduly
appointed committee of senior level management shall
review at least quarterly the bank's investment portfolio to
insure compliance with the provisions contained in WAC
208-512-110 through 208-512-116.

(8) The restrictions and limitations set forth in this sec-
tion do not apply to securities acquired through foreclosure
on collateral, or acquired in good faith by way of compromise
of a doubtful claim or to avoid a loss in connection with a
debt previously contracted.

[Statutory Authority: RCW 30.04.030 and 43.320.040. 01-06-024, §
208-512-115, filed 2/27/01, effective 3/30/01; 00-17-141, recodified as §

208-512-115, filed 8/22/00, effective 9/22/00. Statutory Authority: RCW
30.08.140. 87-20-036 (Order 70), § 50-12-115, filed 9/30/87.]

WAC 208-512-116 |Investment securities—Invest-
ment in investment companies. A bank or trust company
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may invest in shares of an investment company provided that
all of the following conditions are met:

(1) The investment company must be registered with
Securities and Exchange Commission under the Investment
Company Act of 1940 and the Securities Act of 1933 or be a
privately offered fund sponsored by an affiliated commercial
bank.

(2) The shareholder has a fair and equal proportionate
undivided interest in the underlying assets of the investment
company calculated pursuant to the Investment Company Act
of 1940.

(3) When an investment company's assets consist solely
of and are expressly limited to obligationsthat are eligible for
unlimited investment (Typel) as described in WAC 208-512-
100, there is no limit on the bank's investment. However,
where the investment companies portfolio contains, or is per-
mitted to contain, securities subject to the bank's investment
or lending limitations, investment by the bank shall be sub-
ject to atwenty percent of capital and surplus limitation.

(4) The shareholders are protected against personal lia-
bility for acts or obligations of the investment company.

(5) The bank's investment policy, as formally approved
by its board of directors, specifically provides for such
investments; prior approval of the board of directorsis
obtained for initial investments in specific investment com-
panies and recorded in the official board minutes; and proce-
dures, standards, and controlsfor managing such investments
are implemented prior to acquirement of these investments.

(6) If the investment company makes use of futures, for-
wards, options, repurchase agreements and securities lending
arrangements, their use must be consistent with standards
adopted for use of such instruments in the bank's portfolio.

(7) Regulatory reporting of holdings in investment com-
panies is consistent with established standards for "market-
able equity securities.”

[Statutory Authority: RCW 30.04.030 and 43.320.040. 01-06-024, §
208-512-1186, filed 2/27/01, effective 3/30/01; 00-17-141, recodified as §
208-512-116, filed 8/22/00, effective 9/22/00. Statutory Authority: RCW
30.08.140(7). 92-04-027, § 50-12-116, filed 1/28/92, effective 2/28/92. Stat-

utory Authority: RCW 30.08.140. 87-20-036 (Order 70), § 50-12-116, filed
9/30/87]

WAC 208-512-117 Investments in corporations.
Nothing in WAC 208-512-110, 208-512-115, or 208-512-
116 shall limit the authority of a bank or trust company to
invest in corporations or entities, with the prior authorization
of the director, pursuant to RCW 30.04.127, (section 1, chap-
ter 498, Laws of 1987).

[Statutory Authority: RCW 30.04.030 and 43.320.040. 01-06-024, §
208-512-117, filed 2/27/01, effective 3/30/01; 00-17-141, amended and
recodified as § 208-512-117, filed 8/22/00, effective 9/22/00. Statutory

Authority: RCW 30.08.140. 87-24-042 (Order 71), § 50-12-117, filed
11/25/87]

WAC 208-512-120 Promulgation. The division of
banks, hereinafter referred to as the "division,” after due and
proper notice, and pursuant to chapter 30.60 RCW hereby
adopts and promulgates the following rules and regulations,
effective January 1, 1986.

[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, amended
and recodified as § 208-512-120, filed 8/22/00, effective 9/22/00. Statutory
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Authority: Chapter 30.60 RCW, RCW 30.04.212 and 30.04.214. 87-02-010
(Order 66), § 50-12-120, filed 12/30/86.]

WAC 208-512-130 Purpose. This regulation is
intended to encourage banks chartered under Title 30 RCW
to help meet the credit needs of their local community or
communities; to provide guidance to banks as to how the
division will assess the records of these banks in satisfying
their continuing and affirmative obligations to help meet the
credit needs of the local communities, including low-income
and moderate-income neighborhoods, consistent with safe
and sound operation of those banks; and to provide for proper
consideration of those records in connection with certain
applications.

[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, recodi-
fied as § 208-512-130, filed 8/22/00, effective 9/22/00. Statutory Authority:

Chapter 30.60 RCW, RCW 30.04.212 and 30.04.214. 87-02-010 (Order 66),
§ 50-12-130, filed 12/30/86.]

WAC 208-512-140 Definitions. For purposes of inter-
preting and administering the provisions and procedures con-
tained herein, the definitions of terms used shall be identical
to the corresponding definitions set forth in the Community
Reinvestment Act of 1977, Public Law 95-128, sections 801-
806, 12 U.S.C. 2901, et seq. and regulations promulgated
pursuant thereto; provided, these definitions are not inconsis-
tent with the context used, or otherwise defined, in this regu-
lation.

The term "division" means the division of banks of the
state of Washington. The term "supervisor" means the direc-
tor of the department of financial institutions.

[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, amended
and recodified as § 208-512-140, filed 8/22/00, effective 9/22/00. Statutory

Authority: Chapter 30.60 RCW, RCW 30.04.212 and 30.04.214. 87-02-010
(Order 66), § 50-12-140, filed 12/30/86.]

WAC 208-512-150 Assessing the record of perfor-
mance. In connection with its examination of a bank, the
division shall assess the record of performance of the bank in
helping to meet the credit needs of its entire community,
including low-income and moderate-income neighborhoods,
consistent with safe and sound operation of the bank. The
division will review the bank's Community Reinvestment
Act statement(s) and any other written and signed reports,
documents, or comments prepared or filed by the bank with
the division, or one or more federal bank regulatory agencies,
and will use this material as part of or in lieu of an investiga-
tion as set forth by RCW 30.60.010. The foregoing material,
together with such additional information as may be deemed
necessary and obtained by investigation performed by the
division, will be considered in assessing the bank's record of
performance, based upon the following factors:

(1) Activities conducted by the institution to ascertain
credit needs of its community, including the extent of the
institution's efforts to communicate with members of its com-
munity regarding the credit services being provided by the
institution;

(2) The extent of the institution's marketing and special
credit related programs to make members of the community
aware of the credit services offered by the institution;

(3) The extent of participation by the institution's board
of directors in formulating the institution's policies and
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reviewing its performance with respect to the purposes of the
Community Reinvestment Act of 1977;

(4) Any practicesintended to discourage applicationsfor
types of credit set forth in the institution's Community Rein-
vestment Act statement(s);

(5) The geographic distribution of the institution's credit
extensions, credit applications and credit denials;

(6) Evidence of prohibited discriminatory or other illegal
credit practices,

(7) The institution's record of opening and closing
offices and providing services at offices;

(8) Theingtitution's participation, including investments,
inlocal community development projects;

(9) The institution's origination of residential mortgage
loans, housing rehabilitation loans, home improvement loans,
and small business or small farm loans within its community,
or the purchase of such loans originated in its community;

(10) The ingtitution's participation in governmentally
insured, guaranteed, or subsidized loan programs for hous-
ing, small businesses, or small farms;

(11) Theinstitution's ability to meet various community
credit needs based on its financial condition, size, legal
impediments, local economic condition, and other factors;

(12) Other factors that, in the judgment of the director,
reasonably bear upon the extent to which an institution is
helping to meet the credit needs of its entire community.
[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, amended
and recodified as § 208-512-150, filed 8/22/00, effective 9/22/00. Statutory

Authority: Chapter 30.60 RCW, RCW 30.04.212 and 30.04.214. 87-02-010
(Order 66), § 50-12-150, filed 12/30/86.]

WAC 208-512-160 Rating assignment. (1) Based upon
the foregoing investigation and assessment, the director shall
annually assign to the bank a numerical community reinvest-
ment rating based on a one through five scoring system in
accordance with RCW 30.60.010. Such numerical scores
shall represent performance assessments as follows:

() Excellent performance: 1
(b) Good performance: 2
(c) Satisfactory performance: 3
(d) Inadequate performance: 4
(e) Poor performance: 5

(2) For each calendar year commencing after December
31, 1986, the most recent community reinvestment rating
assigned to the bank by the director shall be used as a basis
for limiting the funds invested in real property and improve-
ments thereof pursuant to RCW 30.04.212. These invest-
ments shall be limited to a percentage of capital, surplus, and
undivided profits, as follows:

(@) Excellent performance-rating (1): 10% limitation

(b) Good performance-rating (2): 8% limitation
(c) Setisfactory performance-rating (3): 6% limitation
(d) Inadequate performance-rating (4): 3% limitation
(e) Poor performance-rating (5): no investment

No bank may at any time be required to dispose of any
investment made in accordance with this section because the
bank is not then authorized to acquire such investment, if
such investment was lawfully acquired by the bank at the
time of acquisition.
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[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, amended
and recodified as § 208-512-160, filed 8/22/00, effective 9/22/00. Statutory
Authority: Chapter 30.60 RCW, RCW 30.04.212 and 30.04.214. 87-02-010
(Order 66), § 50-12-160, filed 12/30/86.]

WAC 208-512-170 Ratingfor period January 1, 1986
through December 31, 1986. For the period January 1, 1986
through December 31, 1986, the rating assigned to all state
chartered banks shall be a"1"; provided, however, that if a
bank has been assigned a CRA rating of 3 or lessin the most
recent compliance report prepared by the FDIC or the Federal
Reserve, the division deemsthe ten percent limitation for this
period to be excessive, and an unsafe and unsound banking
practice, and the bank shall be allowed to invest only the
amount which would be allowable pursuant to RCW 30.04.-
212 if the rating of the most recent compliance report of the
FDIC or Federal Reserve were assigned to the bank for the
period January 1, 1986 through December 31, 1986.

[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, recodi-
fied as § 208-512-170, filed 8/22/00, effective 9/22/00. Statutory Authority:

Chapter 30.60 RCW, RCW 30.04.212 and 30.04.214. 87-02-010 (Order 66),
§50-12-170, filed 12/30/86.]

WAC 208-512-180 Limitation on single investment.
Thetotal investment by abank in asingle parcel of real prop-
erty, and improvements thereon, shall not exceed twenty-five
percent of the aggregate amount of such bank's real estate
investments allowed by RCW 30.04.212.

[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, recodi-
fied as 8 208-512-180, filed 8/22/00, effective 9/22/00. Statutory Authority:

Chapter 30.60 RCW, RCW 30.04.212 and 30.04.214. 87-02-010 (Order 66),
§ 50-12-180, filed 12/30/86.]

WAC 208-512-190 Investment in qualifying commu-
nity investments. (1) An amount equal to ten percent of the
aggregate amount invested in real estate by a bank pursuant
to RCW 30.04.212 shall be placed in qualifying community
investments as defined in subsection (3) of this section.

(2) A qualifying community investment made by an
entity that wholly ownsabank, iswholly owned by abank, or
iswholly owned by an entity that wholly owns the bank, shall
be deemed to have been made by abank to satisfy the require-
ments of subsection (1) of this section.

(3) The term "qualifying community investment" means
any direct or indirect investment or extension of credit made
by a bank in projects or programs designed to develop or
redevelop areas in which persons with low-incomes or mod-
erate-incomes reside, designed to meet the credit needs of
such low-income or moderate-income areas, or that primarily
benefits low-income and moderate-income residents of such
areas. The term includes, but is not limited to, any of the fol-
lowing investments within the state of Washington:

(8 Investments in governmentally insured, guaranteed,
subsidized, or otherwise sponsored programs for housing,
small farms, or business that address the needs of the low-
income and moderate-income areas.

(b) Investments in residential mortgage loans, home
improvement loans, housing rehabilitation loans, and small
business or small farm loans originated in low-income and
moderate-income areas, or the purchase of such loans origi-
nated in low-income and moderate-income areas.
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(c) Investments for the preservation or revitalization of
urban or rural communities in low-income and moderate-
income areas.

The term does not include personal installment loans, or
loans made for the purchase of, or secured by, an automobile.
[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, recodi-
fied as § 208-512-190, filed 8/22/00, effective 9/22/00. Statutory Authority:

Chapter 30.60 RCW, RCW 30.04.212 and 30.04.214. 87-02-010 (Order 66),
§ 50-12-190, filed 12/30/86.]

WAC 208-512-200 Consideration of performance
record in meeting community credit needsin approving
and disapproving applications. The division shall consider,
among other factors, the record of performance of the appli-
cant in helping to meet the credit needs of the applicant's
entire community, including low-income and moderate-
income neighborhoods in determining the approval or disap-
proval for the following applications:

(1) For anew branch or satellite facility;

(2) For a purchase of assets;

(3) For amerger;

(4) For an acquisition;

(5) For authority to engage in a business activity;

(6) For aconversion from a national bank to a state-char-
tered bank; and

(7) Such other application as the director may consider
appropriate.

The performance record need not be considered for sub-
sections (2), (3), and (4) of this section where solvency and
safety soundness of the bank is threatened. Assessment of an
institution's CRA performance may be a basis for denying an
application.

[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, amended
and recodified as § 208-512-200, filed 8/22/00, effective 9/22/00. Statutory

Authority: Chapter 30.60 RCW, RCW 30.04.212 and 30.04.214. 87-02-010
(Order 66), § 50-12-200, filed 12/30/86.]

WAC 208-512-210 Promulgation. The division of
banks, hereinafter referred to as the "division,” after due and
proper notice, and pursuant to the provisions of RCW
30.04.111 hereby adopts and promulgates the following rules
and regulations, effective September 9, 1987.

[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, amended
and recodified as § 208-512-210, filed 8/22/00, effective 9/22/00. Statutory

Authority: RCW 30.04.111. 87-20-022 (Order 69), § 50-12-210, filed
9/30/87.]

WAC 208-512-220 Purpose. These rules and regula-
tions are intended to prevent one individual, or relatively
small group, from borrowing an unduly large amount of the
bank's funds. Further, the intention is also to safeguard the
bank's depositors by spreading the loans among a relatively
large number of persons engaged in different lines of busi-
ness.

[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, recodi-

fied as § 208-512-220, filed 8/22/00, effective 9/22/00. Statutory Authority:
RCW 30.04.111. 87-20-022 (Order 69), § 50-12-220, filed 9/30/87.]

WAC 208-512-230 Definitions. (1) The term "person”
shall include an individual, sole proprietor, partnership, joint
venture, association, trust, estate, business trust, corporation,
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sovereign government or agency, instrumentality, or political
subdivision thereof, or any similar entity or organization.

(2) The term "loans and extensions of credit" means any
direct or indirect advance of funds to a person made on a
basis of any obligation of that person to repay the funds, or
repayabl e from specific property pledged by or on behalf of a
person. "L oans and extensions of credit" also includesa"con-
tractual commitment to advance funds" as that term is
defined in this section, and includes a renewal, modification,
or extension of the maturity date of aloan or extension of
credit. Provided, the term "loan or extension of credit" does
not include a renewal, extension or restructuring of an exist-
ing loan, with interest paid current and no further advance of
funds, by a bank under the direction and control of a conser-
vator appointed by the director.

(3) Theterm "contractual commitment to advance funds'
means:

(&) An obligation on the part of the bank to make pay-
ments (directly or indirectly) to a designated third party con-
tingent upon a default by the bank's customer in the perfor-
mance of an obligation under the terms of that customer's
contract with the third party; or

(b) An obligation to guarantee or stand as surety for the
benefit of athird party. The term includes, but is not limited
to, standby letters of credit, guarantees, puts, and other simi-
lar arrangements. Undisbursed loan funds, loan commitments
not yet drawn upon which do not fall under this definition,
and commercial lettersof credit or similar instruments are not
considered contractual commitments to advance funds.

(4) The term "readily marketable collateral” means
financial instruments and bullion which are saleable under
ordinary circumstances with reasonable promptness at a fair
market value determined by daily quotations based on actual
transactions on an auction or a similarly available daily bid
and ask price market.

(5) Theterm "financial instruments' shall include stocks,
notes, bonds, and debentures traded on a national securities
exchange, "OTC margin stocks' (as defined in Regulation U
of the Federal Reserve Board), commercia paper, negotiable
certificates of deposit, bankers' acceptances, and shares in
money market and mutual funds of the type which issue
sharesin which banks may perfect a security interest.

(6) The term "current market value" means the bid or
closing pricelisted for anitemin aregularly published listing
or an electronic reporting service.

(7) The term "capital" will include the amount of com-
mon stock outstanding and unimpaired, the amount of pre-
ferred stock outstanding and unimpaired, and capital notes or
debentures issued pursuant to chapter 30.36 RCW.

(8) The term "surplus' shall include capital surplus,
reflecting the amounts paid in excess of the par or stated
value of capital stock, or amounts contributed to the bank
other than for capital stock, and amounts transferred to sur-
plus from undivided profits pursuant to resolution of the
board of directors.

(9) The term "subsidiary" means:

(8) Any company twenty-five percent or more of whose
voting shares (excluding shares owned by the United States
or by any company wholly owned by the United States) is
directly or indirectly owned or controlled by such person, or
isheld by it with power to vote;
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(b) Any company the election of a majority of whose
directorsis controlled in any manner by such person; or

(c) Any company with respect to the management or pol-
icies of which such person has power, directly or indirectly,
to exercise a controlling influence, as determined by the divi-
sion, after notice and opportunity for hearing.
[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, amended
and recodified as § 208-512-230, filed 8/22/00, effective 9/22/00. Statutory

Authority: RCW 30.04.111. 88-16-066 (Order 74), § 50-12-230, filed
8/1/88; 87-20-022 (Order 69), § 50-12-230, filed 9/30/87.]

WAC 208-512-240 General limitations. The total
loans and extensions of credit by a state bank or trust com-
pany to aperson outstanding at one time and not fully secured
by collateral in a manner defined in WAC 208-512-250 shall
not exceed twenty percent of the capital and surplus of the
bank or trust company.

[Statutory Authority: RCW 30.04.030 and 43.320.040. 01-06-024, §
208-512-240, filed 2/27/01, effective 3/30/01; 00-17-141, recodified as §

208-512-240, filed 8/22/00, effective 9/22/00. Statutory Authority: RCW
30.04.111. 87-20-022 (Order 69), § 50-12-240, filed 9/30/87.]

WAC 208-512-250 General limitation—L oans fully
secured by readily marketable collateral. (1) Loans or
extensions of credit by a state bank to a person outstanding at
one time and fully secured by readily marketable collateral
having a market value, as determined by reliable and contin-
uously available price quotations, shall not be subject to any
limitations based on capital and surplus. However, if the total
of such loans and extensions of credit, together with loans
made under general limitations pursuant to WAC 208-512-
240 exceed forty-five percent, the division of banks will
review the credits as a possible concentration, with regard to
both risk diversification within the bank's asset structure and
diversification or other risk in the marketable collateral
securing the loan. This limitation shall be separate and in
addition to the general twenty percent limitation set forth in
WAC 208-512-240.

(2) Each loan or extension of credit based on the forego-
ing limitation shall be secured by readily marketable collat-
eral having a current market value of at least one hundred fif-
teen percent of the amount of the loan or extension of credit
at al times.

(3) Financial instruments may be denominated in foreign
currencies which are freely convertible to United States dol-
lars. If collateral is denominated and payable in a currency
other than that of the loan or extension of credit which it
secures, the bank's procedures must require that the collateral
be revalued at |east monthly, using appropriate foreign
exchange rates, in addition to being repriced at current mar-
ket value.

(4) Each bank must institute adequate procedures to
ensure that the collateral value fully secures the outstanding
loan at all times. If collateral values fall below one hundred
fifteen percent of the outstanding loan, to the extent that the
loan is no longer in conformance with this section and
exceeds the general twenty percent limitation, the loan must
be brought into conformance within five business days,
except where judicial proceedings, regulatory actions, or
other extraordinary occurrences prevent the bank from taking
actions.
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[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, amended
and recodified as § 208-512-250, filed 8/22/00, effective 9/22/00. Statutory
Authority: RCW 30.08.140. 87-24-042 (Order 71), § 50-12-250, filed
11/25/87. Statutory Authority: RCW 30.04.111. 87-20-022 (Order 69), § 50-
12-250, filed 9/30/87.]

WAC 208-512-260 Combining loansto separate bor -
rowers. (1) Loans or extensions of credit to one person will
be attributed to other persons when:

(a) The proceeds of the loans or extensions of credit are
to be used for the direct benefit of the other person or persons;
or

(b) A "common enterprise” exists between the persons.

(2) Determination of whether a "common enterprise”
exists depends upon areadlistic evaluation of thefactsand cir-
cumstances of the particular transaction. A "common enter-
prise” is presumed to exist when:

(8) The expected source of repayment for each loan or
extension of credit isthe same for each person; or

(b) Separate persons borrow from a bank for the purpose
of acquiring abusiness enterprise of which those personswill
own more than fifty percent of the voting securities; or

(c) The loans or extensions of credit are made to persons
who are related by common control and (i) are engaged in
interdependent business or (ii) there is substantial financial
interdependence among them.

(3) Substantia financial interdependence occurs when
fifty percent or more of one person's gross receipts or gross
expenditures (on an annual basis) are derived from transac-
tions with one or more persons related through common con-
trol. Gross receipts and expenditures include gross revenues/
expenses, intercompany loans, dividends, capital contribu-
tions, and similar receipts or payments.

(4) Throughout this section the term "control" is pre-
sumed to exist when one or more persons acting in concert
directly or indirectly:

(a) Own, control, or have power to vote twenty-five per-
cent or more of any class of voting securities of another per-
son;

(b) Exercise a controlling influence over the manage-
ment or policies of another person; or

(c) Control in any manner the election of a mgjority of
the directors, trustees or other persons exercising similar
functions of another person. "Common control" includes
control of one person by another person.

[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, recodi-

fied as § 208-512-260, filed 8/22/00, effective 9/22/00. Statutory Authority:
RCW 30.04.111. 87-20-022 (Order 69), § 50-12-260, filed 9/30/87.]

WAC 208-512-270 Loansto corporations. Loans or
extensions of credit to aperson and its subsidiaries or to sub-
sidiaries of one person need not be combined where the bank
has determined that the person and subsidiaries involved are
not engaged in a "common enterprise." If members of a cor-
porate group (a person and all its subsidiaries) are either:

(1) Substantialy financialy interdependent; or

(2) Engaged in "common enterprise," then the total
amount of loans or extensions of credit to these persons must
be attributed to each of the other persons in the corporate
group. Conversely, if members of a corporate group are nei-
ther substantially financially interdependent nor engaged in
"common enterprise,” then the loansto different members are
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separately subject to atwenty percent limitation. In no event
may the total amount of loans or extensions of credit by a
state bank to a corporate group exceed fifty percent of the
bank's capital and surplus.

[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, recodi-
fied as 8 208-512-270, filed 8/22/00, effective 9/22/00. Statutory Authority:
RCW 30.04.111. 87-20-022 (Order 69), § 50-12-270, filed 9/30/87.]

WAC 208-512-280 L oansto partnerships, joint ven-
tures, and associations. (1) Loans or extensions of credit to
apartnership, joint venture, or association shall, for purposes
of WAC 208-512-210 through 208-512-300, be considered
loans or extensions of credit to each member of such partner-
ship, joint venture, or association.

(2) Loans or extensions of credit to members of a part-
nership, joint venture, or association are considered loans or
extensions of credit to the partnership, joint venture, or asso-
ciation if one or more of the tests presented in WAC 208-512-
260(1) is satisfied with respect to one or more of the mem-
bers. However, loans to members of a partnership, joint ven-
ture or association will not be attributed to other members of
the partnership, joint venture, or association unless one or
more of the tests set forth in WAC 208-512-260(1) is satis-
fied with respect to such other members. Thetests set forthin
WAC 208-512-260(1) shall be deemed satisfied when loans
or extensions of credit are made to members of a partnership,
joint venture, or association for the purpose of purchasing an
interest in such partnership, joint venture, or association.

(3) The rule set forth in subsection (1) of this section is
not applicableto limited partnersin limited partnerships or to
members of joint ventures if such partners or members, by
the terms of the partnership or membership agreement are not
to be held liable for the debts or actions of the partnerships,
joint venture, or association. However, the rules set forth in
WAC 280-512-260(1) are applicable to such partners or
members.

[Statutory Authority: RCW 30.04.030 and 43.320.040. 01-06-024, §
208-512-280, filed 2/27/01, effective 3/30/01; 00-17-141, recodified as §
208-512-280, filed 8/22/00, effective 9/22/00. Statutory Authority: RCW
30.04.111. 87-20-022 (Order 69), § 50-12-280, filed 9/30/87.]

WAC 208-512-290 Exceptionsto the lending limits.
(1) Discount of commercial or business paper: Loans or
extensions of credit arising from the discount of commercial
or business paper evidencing an obligation to the person
negotiating it with recourse shall not be subject to any limita-
tion based on capital and surplus.

(a) This exception applies to negotiable paper given in
payment of the purchase price of commaoditiesin domestic or
export transactions purchased for resale or to be used in the
fabrication of a product, or to be used for any other business
purposes which may reasonably be expected to provide funds
for payment of the paper. Loans or extensions of credit aris-
ing from the discount of paper must bear the full recourse
endorsement of the owner. However, loans or extensions of
credit arising from the discount of such paper in export trans-
actions may be endorsed by such owner without recourse or
with limited recourse, or may be accompanied by a separate
agreement for limited recourse; provided, that if transferred
without full recourse the paper must be supported by an
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assignment of appropriate insurance covering the political,
credit, and transfer risks applicable to the paper.

(b) Since the basis for unlimited credit stems from the
anticipated sale of acommaodity to provide funds for payment
of the paper, failure to pay either principal or interest when
due removes the reason for unlimited credit. Consequently,
although the line of credit to the maker or endorser should not
be classified as excessive by reason of such default, the paper
on which the default occurred must thereafter be taken into
consideration in determining whether additional loans or
extensions of credit may be made. These same principles of
disqualification apply to any renewal or extension of either
the entire loan or an installment thereof.

(2) Bankers acceptances. The purchase of banker's
acceptances of the kind described in section 13 of the Federal
Reserve Act and issued by other banks shall not be subject to
any limitation based on capital and surplus.

(a) Acceptances by a state bank of "ineligible" drafts,
i.e., time drafts which do not meet the requirements for dis-
count with a Federal Reserve Bank, are subject to the general
twenty percent limitation of RCW 30.04.111.

(b) During any period within which a state bank holdsits
own acceptances, eligible or ineligible, having given value
therefor, the amount given is considered to be aloan or exten-
sion of credit to the customer for whom the acceptance was
made and is subject to the lending limits. To the extent that a
loan or extension of credit created by discounting the accep-
tance is covered by a bona fide participation agreement, the
discounting bank need only consider that portion of the dis-
counted acceptance which it retains as being subject to appro-
priate limitations.

(3) Loans secured by hills of lading or warehouse
receipts covering readily marketable staples: Loans and
extensions of credit secured by hills of lading, warehouse
receipts, or similar documents transferring or securing title to
readily marketable staples shall be subject to a limitation of
thirty-five percent of capital and surplus in addition to the
genera limitations if the market value of the staples securing
each additional loan or extension of credit at al times equals
or exceeds one hundred fifteen percent of the outstanding
amount of such loan or extension of credit. The staples shall
be fully covered by insurance whenever it is customary to
insure such staples.

(a) This exception allows a state bank to make loans or
extensions of credit to one person in an amount equal to
thirty-five percent of its capital and surplusin addition to the
genera twenty percent limitation.

(b) A readily marketable staple means an article of com-
merce, agriculture, or industry of such uses asto make it the
subject of dealings in a ready market with sufficiently fre-
guent price quotations as to make (i) the price easily and def-
initely ascertainable, and (ii) the staple itself easy to realize
upon sale at any time at a price which would not involve any
considerable sacrifice from the amount at which it is valued
as collateral. Staples eligible for this exception must be non-
perishable, may be refrigerated or frozen, and must be fully
covered by insurance when such insuranceis customary. This
exception isintended to apply primary to basic commodities,
such as wheat and other grains, cotton, wool, and basic met-
alssuch astin, copper, lead, and the like. Whether acommod-
ity is readily marketable depends upon existing conditions
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and it is possible that a commodity that qualifies at one time
may ceaseto quality [qualify] at alater date. Fabricated com-
modities which do not constitute standardized interchange-
able units and do not possess uniformly broad marketability
do not qualify as readily marketable staples.

(c) Commodities sometimes fail to qualify as nonperish-
able because of the manner in which they are handled or
stored during the life of the loan or extension of credit.
Accordingly, the question asto whether a stapleis nonperish-
able must be determined on a case-by-case basis.

(d) This exception is applicable to aloan or extension of
credit arising from asingle transaction or secured by the same
staplesfor (i) not more than ten months if secured by nonper-
ishable staples, and (ii) not more than six months if secured
by refrigerated or frozen staples.

(e) The important characteristic of warehouse receipts,
order bills of lading, or other similar documents is that the
holder of such documents has control of the commodity and
can obtain immediate possession. (However, the existence of
brief notice periods, or similar procedural requirements under
state law, for the disposal of the collateral will not affect the
eligibility of the instruments for this exception.) Only docu-
ments with these characteristics are eligible security for loans
under this exception. In the event of default on aloan secured
by one of these documents, the bank must be in a position to
sell the underlying commaodity and promptly transfer title and
possession to the purchaser, thus being able to protect itself
without extended litigation. Generally, documents qualifying
as "documents of title" under the Uniform Commercial Code
are"similar documents' qualifying for this exception.

(f) Field warehouse receipts are an acceptable form of
collateral when they areissued by aduly bonded and licensed
grain elevator or warehouse having exclusive possession and
control of the commodities even though the grain elevator or
warehouse is maintained on the commodity owner's premise.

(9) Warehouse receipts issued by the borrower-owner
which is a grain elevator or warehouse company, duly-
bonded and licensed and regularly inspected by state or fed-
eral authorities, may be considered eligible collateral under
this exception only when the receipts are registered with a
registrar whose consent is required before the commodities
can be withdrawn from the warehouse.

(4) Loans secured by United States obligations: Loans
or extensions of credit secured by bonds, notes, certificates of
indebtedness, or treasury bills of the United States or by other
such obligations wholly guaranteed as to principal and inter-
est by the United States shall not be subject to any limitation
based on capital and surplus.

(a) This exception applies only to loans or extensions of
credit which are fully secured by the current market value of
obligations of the United States or guaranteed by the United
States.

(b) If the market value of the collateral declines so that
the loan is no longer in conformance with this exception and
exceeds the general twenty percent limitation, the loan must
be brought into conformance within five business days.

(c) Securitiesissued by any department, agency, bureau,
board, commission or establishment of the United States, or
any corporation wholly owned, directly or indirectly, shall
not be considered eligible collateral for purposes of this sec-
tion, unless such securities shall be direct obligation of or
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fully guaranteed as to principal and interest by the United
States.

(5) Loansto or guaranteed by afederal agency: Loansor
extensions of credit to or secured by unconditional takeout
commitments or guarantees of any department, agency,
bureau, board, commission, or establishment of the United
States or any corporation wholly owned directly or indirectly
by the United States shall not be subject to any limitation
based on capital and surplus.

(a) This exception may apply to only that portion of a
loan or extension of credit that is covered by a federal guar-
antee or commitment.

(b) For purposes of this exception, the commitment or
guarantee must be payable in cash or its equivalent within
sixty days after demand for payment is made.

(c) A guarantee or commitment is unconditional if the
protection afforded the bank is not substantially diminished
or impaired in the case of loss resulting from factors beyond
the bank's control. Protection against loss is not materially
diminished or impaired by procedural requirements, includ-
ing default over a specific period of time, a requirement that
notification of default be given within a specific period after
its occurrence, or a requirement of good faith on the part of
the bank.

(6) Loans secured by segregated deposit accounts:
L oans or extensions of credit secured by a segregated deposit
account in the lending bank shall not be subject to any limita-
tion based on capital and surplus.

(8) Deposit accounts which may qualify for this excep-
tion include deposits in any form generally recognized as
deposits. In the case of the secured loan, the bank must estab-
lish internal procedures which will prevent the release of the
security.

(b) The bank must ensure that asecurity interest has been
perfected in the deposit, including the assignment of a specif-
ically identified deposit and any other actions required by
state law.

(c) A deposit which is denominated and payable in a cur-
rency other than that of the loan or extension of credit which
it secures may be eligible for this exception if it isfreely con-
vertible to United States dollars. The deposit must be reval-
ued at least monthly, using appropriate foreign exchange
rates, to ensure that the loan or extension of credit remains
fully secured. This exception applies to only that portion of
the loan or extension of credit that is covered by the United
States dollar value of the deposit. If the United States dollar
value of the deposit fals to the extent that the loan isin non-
conformance with this exception and exceeds the general
twenty percent limitation, the loan must be brought into con-
formance within five business days, except where judicial
proceedings, regul atory actions, or other extraordinary occur-
rences prevent the bank from taking such action. This excep-
tion is not authority for state banks to take deposits denomi-
nated in foreign currencies.

(7) Unpaid purchase price of sale of bank property: The
unpaid portion of the purchase price of a sale of bank prop-
erty, if secured by that property, shall not be subject to any
limitation based on capital and surplus.

(a) Any sale of bank property, resulting in an unpaid pur-
chase price exceeding the bank's lending limit must be
approved in advance of the sale by the board of directors,
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including the terms of payment of such unpaid purchase
price, and if the purchaseisby adirector, officer or employee
of the bank, shall conform to Regulation O of the Federal
Reserve System and RCW 30.12.050.

(b) The bank must ensure that a security interest has been
perfected in the collateral, including execution and recording
or filing of documents and any other action required by state
law.

(8) Discount of installment consumer paper.

(a) Loans and extensions of credit arising from the dis-
count of negotiable or nonnegotiable installment consumer
paper which carries a full recourse endorsement or uncondi-
tional guarantee by the person transferring the paper shall be
subject under this section to a maximum limitation equal to
twenty per centum of capital and surplus.

(b) If the bank's files or the knowledge of its officers of
thefinancial condition of each maker of such consumer paper
is reasonably adequate, and an officer of the bank designated
for that purpose by the board of directors of the bank certifies
inwriting that the bank is relying primarily upon the respon-
sibility of each maker for payment of such loans or exten-
sions of credit and not upon any full or partial recourse
endorsement or guarantee by the transferor, the limitations of
this section asto the loans or extensions of credit of each such
maker shall be the sole applicable loan limitations.

(c) This exception allows a bank to discount negotiable
or nonnegotiable installment consumer paper of one person
in an amount equal to twenty per centum of its capital and
surplus if the paper carries a full recourse endorsement or
unconditional guarantee by the seller transferring such paper.
The unconditional guarantee may be in the form of a repur-
chase agreement or a separate guarantee agreement. A condi-
tion reasonably within the power of the bank to perform, such
as the repossession of collateral, will not be considered to
make conditional an otherwise unconditional agreement.

(d) For purposes of this subsection, "consumer" means
the user of any products, commodities, goods, or services,
whether leased or purchased, and does not include any person
who purchases products or commodities for the purpose of
resale or for fabrication into goods for sale.

(e) For purposes of this subsection, "consumer paper"
includes paper relating to automobiles, mobile homes, resi-
dences, office equipment, household items, tuition fees,
insurance premium fees, and similar consumer items. Also
included is paper covering the lease (where the bank is not
the owner or lessor) or purchase of equipment for use in man-
ufacturing, farming, construction, or excavation.

(f) Under certain circumstances, installment consumer
paper which otherwise meets the requirements of this excep-
tion will be considered a loan or extension of credit to the
maker of the paper rather than the seller of the paper. Specif-
ically, where (i) through the bank's files it has been deter-
mined that the financial condition of each maker is reason-
ably adequate to repay the loan or extension of credit, and (ii)
an officer designated by the bank's chairman or chief execu-
tive officer pursuant to authorization by the board of directors
certifiesin writing that the bank isrelying primarily upon the
maker to repay the loan or extension of credit, the loan or
extension of credit is subject only to the lending limits of the
maker of the paper. Where paper is purchased in substantial
guantities, the records, evaluation, and certification may bein
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such form asis appropriate for the class and quantity of paper
involved.

(g) If aloan under this sectionisin default and the dealer
or seller of the loan has contractually committed to repur-
chase the paper, then the loan will be aggregated with the
dealer or seller's other outstanding debt for lending limit pur-
poses and will be subject to the twenty per centum limitation.

(h) If loan payments are received and/or controlled by
the dedler or seller of the paper and remitted to the bank, then
those loans will be aggregated with the dealer or seller's other
outstanding debt for lending limit purposes and will be sub-
ject to the twenty per centum limitation.

[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, recodi-

fied as § 208-512-290, filed 8/22/00, effective 9/22/00. Statutory Authority:
RCW 30.04.111. 87-20-022 (Order 69), § 50-12-290, filed 9/30/87.]

WAC 208-512-300 Transitional rules. (1) Loans or
extensions of credit which werein violation of RCW 30.04.-
111 prior to the relevant effective dates of WAC 208-512-
210 through this section will be considered to remain in vio-
lation of law until they are paid in full, regardless of whether
the loans or extensions of credit conform to the rules estab-
lished in WAC 208-512-210 through this section. Renewals
or extensions of such loans or extensions of credit will also be
considered violations of law.

(2) A state bank which has outstanding loans or exten-
sions of credit to a person in violation of RCW 30.04.111 as
of the relevant effective dates of WAC 208-512-210 through
this section may make additional advances to such person
after those dates if the additional advances are permitted
under WAC 208-512-210 through this section. The addi-
tional advances, however, may not be used directly or indi-
rectly to repay any outstanding illegal loans or extensions of
credit.

(3) Loans or extensions of credit which werein conform-
ance with RCW 30.04.111 prior to the relevant effective
dates of WAC 208-512-210 through this section but are not in
conformance with the rules established in WA C 208-512-210
through this section will not be considered to be violations of
law during the existing contract terms of such loans or exten-
sions of credit. Renewals or extensions of such loans or
extensions of credit which are not in conformance with WAC
208-512-210 through this section may be made on or after the
effective dates of WAC 208-512-210 through this section, if
the nonconformity is caused by the amendments to Title 30
RCW contained in ESSB 4917; however, all loans or exten-
sions of credit made under such renewals or extensions must
conform with WAC 208-512-210 through this section no
later than April 1, 1988. Loans or extensions of credit which
are not in conformance with WAC 208-512-210 through this
section for any other reason (i.e., a reduction in the bank's
capital) must conform to this section upon renewal or exten-
sion.

(4) If astate bank, prior to the relevant effective dates of
WAC 208-512-210 through this section, entered into a
legally binding commitment to advance funds on or after
those dates, and such commitment was in conformance with
RCW 30.04.111, advances under such commitment may be
made notwithstanding the fact that such advances are not in
conformance with WAC 208-512-210 through this section.
The bank must, however, demonstrate that the commitment
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represents a legal obligation to fund, either by a written
agreement or through file documentation. Advances under
renewals or extensions of such extension of the commitment
is made on or after the relevant effective dates of WAC 208-
512-210 through this section.

[Statutory Authority: RCW 30.04.030 and 43.320.040. 01-06-024, §
208-512-300, filed 2/27/01, effective 3/30/01; 00-17-141, recodified as §

208-512-300, filed 8/22/00, effective 9/22/00. Statutory Authority: RCW
30.04.111. 87-20-022 (Order 69), § 50-12-300, filed 9/30/87.]

WAC 208-512-310 I nsurance agency activities—Pro-
mulgation. The division of banks, after due and proper
notice, and pursuant to the general rule-making authority in
RCW 30.04.030 hereby adopts and promul gates the follow-
ing rules and regulations.

[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, amended
and recodified as § 208-512-310, filed 8/22/00, effective 9/22/00. Statutory

Authority: RCW 30.04.030. 90-10-074, § 50-12-310, filed 5/2/90, effective
6/2/90]

WAC 208-512-320 Insurance agency activities—
Purpose. These rules and regulations are intended to admin-
ister and interpret the provisions governing the authority of
state-chartered commercia banks and trust companies to act
as insurance agents pursuant to the provisions in RCW
30.04.215(1), 30.08.140(10), and 30.08.150(3).

[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, recodi-

fied as § 208-512-320, filed 8/22/00, effective 9/22/00. Statutory Authority:
RCW 30.04.030. 90-10-074, § 50-12-320, filed 5/2/90, effective 6/2/90.]

WAC 208-512-330 Insurance agency activities—Def-
initions. (1) "Bank" means a bank chartered under the provi-
sions of Title 30 RCW.

(2) "Trust company" means a trust company chartered
under the provisions of Title 30 RCW.

(3) "Insurance agent" means any person, including a
bank, appointed by an insurer to solicit applications for insur-
ance on its behalf and conduct such other activities and be
subject to such restrictions of an insurance agent as autho-
rized by the Washington insurance code, Title 48 RCW.

(4) "City" means a city whose boundaries and powers of
self-government are defined by Title 35 or 35A RCW.

(5) "Located in a city" means operating a duly certifi-
cated full service branch within the city limits of the city.

(6) "Act as insurance agent" means to exercise the full
power of an insurance agent on all lines of insurance subject
only to the limitations and requirements of Title 48 RCW.
[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, recodi-

fied as § 208-512-330, filed 8/22/00, effective 9/22/00. Statutory Authority:
RCW 30.04.030. 90-10-074, § 50-12-330, filed 5/2/90, effective 6/2/90.]

WAC 208-512-340 Insurance agency activities—
General rule. Except as provided in these rules, or as other-
wise provided by law, abank may not act as insurance agent.
[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, recodi-

fied as § 208-512-340, filed 8/22/00, effective 9/22/00. Statutory Authority:
RCW 30.04.030. 90-10-074, § 50-12-340, filed 5/2/90, effective 6/2/90.]

WAC 208-512-350 Insurance agency activities—
Exceptions. (1) A bank located in acity of not more than five
thousand inhabitants may act as insurance agent from an
officeinthat city. A bank exercising this power may continue
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to act as insurance agent notwithstanding a change of the
population of the city in which it islocated.

(2) A trust company may act as an insurance agent pur-
suant to its powers under RCW 30.08.150(3) "to act as attor-
ney in fact or agent of any corporation, foreign or domestic,
for any purpose, statutory or otherwise."

(3) A bank may engage in insurance activities that have
been determined by the board of governors of the federal
reserve system or by the United States Congressto be closely
related to the business of banking, as of June 11, 1986. These
activitiesinclude, but are not limited to:

(8) General insurance agency activities conducted by a
bank with total assets of fifty million dollars or less, pro-
vided, however, that such bank may not engage in the sale of
life insurance or annuities. For purposes of this exception
"total assets" is determined by the latest consolidated report
of condition filed with the director of the department of finan-
cial ingtitutions. This exception ceases when the value of the
assets of the bank exceed fifty million dollars. The insurance
agency license must be surrendered and the assets sold or oth-
erwise disposed of within three years unless otherwise
extended by the director of the department of financial insti-
tutions.

(b) A bank may act asagent for life, disability, and invol-
untary unemployment insurance if the insurance is limited to
assuring the repayment of the outstanding balance due on a
specific extension of credit by the bank.

(c) A bank may act as agent for property insurance on
loan collateral, provided such insuranceislimited to assuring
repayment of the outstanding balance of the extension of
credit and such extension of credit is not more than ten thou-
sand dollars (twenty-five thousand dollars to finance the pur-
chase of a residential manufactured home and which is
secured by such home) increased by the percentage increase
in the Consumer Price Index for Urban Wage Earners and
Clerical Workers published monthly by the Bureau of Labor
Statistics for the period beginning on January 1, 1982, and
ending on December 31 of the year preceding the year of the
extension of credit.

(4) A bank or trust company may engage in any insur-
ance agency activity lawfully engaged in by national banks
located in the state of Washington.

[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, amended
and recodified as § 208-512-350, filed 8/22/00, effective 9/22/00. Statutory

Authority: RCW 30.04.030. 90-10-074, § 50-12-350, filed 5/2/90, effective
6/2/90]

WAC 208-512-360 Insurance agency activities—
Subsidiary. A bank or trust company may conduct insurance
agency activities that are authorized to be engaged in by the
bank or trust company through a subsidiary of the bank or
trust company as authorized by RCW 30.04.125(8).

[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, recodi-

fied as § 208-512-360, filed 8/22/00, effective 9/22/00. Statutory Authority:
RCW 30.04.030. 90-10-074, § 50-12-360, filed 5/2/90, effective 6/2/90.]

WAC 208-512-370 Insurance agency activities—
Enforcement. It shall be considered an unsafe and unsound
practice in conducting the affairs of the bank or trust com-
pany if in the opinion of the director the insurance agency
activities of the bank or bank subsidiary are:
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(1) A violation of any applicable state or federal con-
sumer protection law; or

(2) A violation of any applicable state or federal statute
prohibiting anticompetitive activities.
[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, amended
and recodified as § 208-512-370, filed 8/22/00, effective 9/22/00. Statutory

Authority: RCW 30.04.030. 90-10-074, § 50-12-370, filed 5/2/90, effective
6/2/90]

WAC 208-512-400 Purposeof theserules. Theserules
are designed to help Washington state-chartered banks (Title
30 RCW), savings banks (Title 32 RCW) and savings associ-
ations (Title 33 RCW) establish, reiterate, integrate and
maintain their own policies and procedures regarding
subprime and nontraditional mortgage lending guidance.
These policies and procedures are required by a new state
law, chapter 108, Laws of 2008 (chapter 19.144 RCW).

[Statutory Authority: RCW 19.144.040 [19.144.030]. 08-22-070, § 208-
512-400, filed 11/4/08, effective 12/5/08.]

WAC 208-512-410 What isthe " guidance" ? Because
of concerns about problems with subprime mortgage lending,
the federal government issued the Interagency Guidance on
Nontraditional Mortgage Product Risks and a Statement on
Subprime Mortgage Lending (collectively, "the guidance").
In 2007, the governor convened the Washington state task
force for homeowner security. The task force recommended
including the federal guidance in state legislation. The 2008
Washington state legislature enacted SHB 2770, requiring
the department of financia institutionsto apply the two guid-
ance documents to financial institutions in Washington.
Starting in 2008, credit unions, banks, savings banks, savings
associations, mortgage brokers and other Washington state
consumer loan companies (collectively, "financial institu-
tions") must have policies and procedures that use the guid-
ance.

[Statutory Authority: RCW 19.144.040 [19.144.030]. 08-22-070, § 208-
512-410, filed 11/4/08, effective 12/5/08.]

WAC 208-512-420 What does the guidance require
of banks, savings banks and savings associations? The
stated intent of the guidance is to help borrowers to better
understand adjustable rate mortgage (ARM) risks. The guid-
ance requires financial institutions to have policies and pro-
cedures that focus on the various risks of subprime/nontradi-
tional mortgage lending. The guidance requires financial
institutions to be aware of portfolio and risk management
practices, to use appropriate underwriting standards and to
abide by consumer protection principles. Financial institu-
tions also need to maintain strong internal control systems.
Many of the recommendationsin the guidance are good busi-
ness practices and may already be followed by financial insti-
tutions.

Not all of the elements of the guidance may be applica-
bleto all banks, savings banks and savings associations, or to
all other financial ingtitutions. Banks, savings banks and sav-
ings associations must determine which elements are relevant
to their operations, and incorporate only those subjects into
their policies and procedures.

[Statutory Authority: RCW 19.144.040 [19.144.030]. 08-22-070, § 208-
512-420, filed 11/4/08, effective 12/5/08.]
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WAC 208-512-430 Isthere alist of subjects that
banks, savings banks and savings associations must
includein their policiesand procedures? Y es, the guidance
requires all financial institutions, including banks, savings
banks and savings associations, to focus on the following
subjects and apply the relevant ones to their existing policies
and procedures:

* Help borrowers understand ARM risks, including:

—Low initial payment;

—High or unlimited reset rate caps;

— Low or no documentation loans;

— Problems of frequent refinancing;

—Risk layering;

— Simultaneous second lien loans;

— Prepayment penalties;

— FDIC prohibited practices (banks, savings banks and
savings associations);

— OTS prohibited practices (savings associations).

» Understand portfolio and risk management practices,
including:

— Relationship between subprime lending and predatory
lending;

—Risksof loans based on foreclosed or liquidation value;

— Problem of loan "flipping";

— Fraud detection;

—Use of qualifying standards,

— Maintenance of appropriate capital levels;

— Use of appropriate alowance for loan and lease loss
levels;

— Risks of stated income loans;

» Underwriting standards.

» Workout arrangements.

» Consumer protection principles, including:

— Use of asummary disclosure form;

— Avoidance of steering borrowers to inappropriate
products;

— Explanation of payment shock risk;

— Explanation of prepayment penalty;

— Explanation of balloon payment;

— Explanation of costs of low documentation or stated
income loans;

— Compliance with the Truth in Lending Act and other
federal requirements,

— Importance of good consumer communicationsin pro-
motional materials and product descriptions;

— Explanation of borrower responsibility for taxes and
insurance.

» Development and maintenance of strong internal con-
trols, including:

— Management of deals with third-party originators;

— Management of secondary market risk;

— Effective management information and reporting;

— Use of stress testing and performance measures;

— Actual practices consistent with policies.

[Statutory Authority: RCW 19.144.040 [19.144.030]. 08-22-070, § 208-
512-430, filed 11/4/08, effective 12/5/08.]

WAC 208-512-440 Where can | read the guidance
documents? Y ou can find the two federal guidance docu-
ments on theinternet: http://www.fdic.gov/news/news/press/
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2006/pr06086b.pdf; and http://www.fdic.gov/news/news/
press/2007/pr07055a.html.

You can aso click on the links on the DFI web site at
www.dfi.wa.gov.

If you do not have internet access, you may contact the
department of financial institutions, division of banks (divi-
sion of banks) for a copy of the documents.

Read these documentsto ensure proper application of the
law to your ingtitution and to comply with the required inte-
gration of the guidance into your policies and procedures. |f
your institution needs help incorporating the guidance or rec-
onciling it to your policies and procedures, contact your legal
counsel.

[Statutory Authority: RCW 19.144.040 [19.144.030]. 08-22-070, § 208-
512-440, filed 11/4/08, effective 12/5/08 ]

WAC 208-512-450 Why do | need toread thefederal
guidance documents? The federal guidance consists of two
lengthy documents that are very detailed. Because they are
required by state statutory law, they apply in their entirety.
Division of banks cannot merely summarize them or giveyou
a checklist. You must read the documents in order to apply
them to your particular institution by means of integrating the
guidance into your own policies and procedures.

[Statutory Authority: RCW 19.144.040 [19.144.030]. 08-22-070, § 208-
512-450, filed 11/4/08, effective 12/5/08.]

WAC 208-512-460 What will the division of banksdo
about compliance with guidance policiesand procedures?
Every state-chartered bank, savings banks and savings asso-
ciation is different. There is no "one-size-fits-all" guidance
available. Division of banks will not issue model guidance,
because the process of self-analysis that your institution
needsto do, in order to develop its own guidance policies and
procedures, is beneficial. The division of banks does not pro-
vide technical legal advice. Also, the guidance is complex
and will result in variations in wording or applicability of
guidance policies and procedures among institutions,
depending upon the size and complexity of a particular insti-
tution, the overall characteristics of its mortgage lending mar-
ket base, and the specific types of mortgage lending it does, if
any.

For supervision purposes, the division of banks will:

(1) Verify that an institution has integrated the guidance
into its policies and procedures, as part of its risk-focused
examination. Division of banks will not mandate the length
or exact wording used in the guidance policies and proce-
dures.

(2) Review the guidance policies and procedures with
the institution, if a consumer complaint indicates a problem
or issue regarding subprime and nontraditional mortgage
lending practices.

(3) Verify that an ingtitution is following its policies and
procedures.

The division of banks expects prompt compliance by
banks, savings banks and savings associations with the
requirements of thisrule.

The law provides the division of banks with examina-
tion, enforcement and investigation authority to take appro-
priate action against banks, savings banks and savings associ-
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ations that are in noncompliance with the guidance policies
and procedures requirement.

[Statutory Authority: RCW 19.144.040 [19.144.030]. 08-22-070, § 208-
512-460, filed 11/4/08, effective 12/5/08.]

Chapter 208-514 WAC

MUTUAL SAVINGSBANKS
(Formerly chapter 50-14 WAC)

WAC

208-514-010 Facilitating loans—Real property.

208-514-020 Introduction.

208-514-030 Definitions—Regulations not exclusive.

208-514-040 Authorization to form mutual holding companies.

208-514-050 Required approvals.

208-514-060 Formation of a mutual holding company.

208-514-070 Mutual holding company powers.

208-514-080 Offering of securities.

208-514-090 Subscription rights.

208-514-100 Stock issuance and stock award plans.

208-514-110 Liquidation account.

208-514-120 Reorganization into mutua holding company form.

208-514-130 Conversion of mutual holding company into stock hold-
ing company.

208-514-140 Construction.

WAC 208-514-010 Facilitating loans—Real prop-
erty. For purposes of this section the following words shall
have the following meanings:

(1) "Foreclosed property”" means real estate or interest
therein, or other property used in connection therewith
acquired through foreclosure or similar action, deed of trust
sales, or by deed in lieu of any thereof.

(2) "Fecilitating loan" means a loan or real estate con-
tract covering foreclosed property made by a mutual savings
bank to the purchaser of the foreclosed property.

(3) "Loan limits* means the limitations on investments
imposed by RCW 32.20.410.

A mutual savings bank may make a facilitating loan for
not in excess of the sale price of the property if the board of
trustees or officers or committees designated by the board
deem it prudent to dispose of the property in that manner.
Facilitating loans shall not be deemed violations of RCW
32.20.250 or 32.20.260, nor shall the division of banks
requirefacilitating loansto be classified asloans made pursu-
ant to RCW 32.20.255. Until such time as a facilitating loan
conforms to the requirements of RCW 32.20.250, 32.20.255
or 32.20.260, or other investment statutes relating to mutual
savings bank, it shall be carried on the books and records of
the bank as "Other real estate loans - Debts previously con-
tracted," and shall not be carried at more than the val ue of the
property securing it. Facilitating loans shall be included in
determining the amounts invested which are subject to the
loan limits to the extent of the value at which they are carried
on the books of the bank. The bank may, however, make
facilitating | oans regardless of the loan limits.

[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, amended

and recodified as § 208-514-010, filed 8/22/00, effective 9/22/00; Order 36,
§ 50-14-010, filed 7/8/76.]

WAC 208-514-020 Introduction. This chapter imple-
ments the authority of the director of the department of finan-
cia institutions (the "director") under chapters 32.08, 32.34,
and 34.05 RCW to enact regulations concerning the organiza-
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tion and operation of mutual holding companies. It addresses
only those features of the organization and operation of
mutual holding companies and their subsidiary stock savings
banks that are not governed by Title 32 RCW. Among the
provisions that must be considered are:

(1) Chapter 32.32 RCW for the chartering of a mutual
savings bank and the conversion of a mutual savings bank to
a stock savings bank;

(2) Title 32 RCW generally for the operations of any
such savings bank; and

(3) Chapter 32.34 RCW for any merger or acquisition of
assets involving a mutual holding company or banking sub-
sidiary of amutua holding company.

In addition, the director has determined that formation of
abusinesstrust is not the sole and exclusive method by which
a state savings bank may form a mutual holding company
("MHC").

Under RCW 32.34.050, a state savings bank is allowed
to form abusiness trust that, in turn, is authorized to become
aMHC. However, based on the statutory authority granted to
the director under that statute as well as chapters 32.08 and
34.05 RCW, the director has determined that utilization of a
business trust is not the exclusive procedure for creation of
MHCs.

By enacting RCW 32.08.142, the legidlature evidenced a
clear intent that state-chartered savings banks not be placed at
a competitive disadvantage to federally chartered savings
banks. While the state Constitution prohibits automatic incor-
poration into state law of federal laws enacted after adoption
of RCW 32.08.142, that restriction does not invalidate the
legislative intent that state institutions not be placed at an
undue competitive disadvantage with federal savings banks.

Conditioning MHC formation on the utilization of a
business trust to act as the MHC is potentially disadvanta-
geous to state savings banksin view of:

(a) The absence of state statutory and regulatory guid-
ance concerning the governance and authority of trusts when
acting as holding companies,

(b) The uncertainty of regulations of such trusts as
MHCs; and

(c) The potential federal tax uncertainties that would
arise by utilizing atrust in connection with atax free reorga-
nization into a mutual holding company.

In addition, business trusts are permitted by statute
(chapter 23.90 RCW) to exercise the general powers of
domestic corporations, including the power to merge into a
domestic corporation. Asaresult, the director has determined
that the scope of chapter 32.34 RCW and the incidental pow-
ers clause of RCW 32.08.140 make it convenient or useful in
connection with a savings bank's performance of its specifi-
cally enumerated powers to accomplish a MHC reorganiza-
tion, to utilize either a corporation formed under the laws of
the state of Washington or a business trust.

[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, amended
and recodified as § 208-514-020, filed 8/22/00, effective 9/22/00. Statutory
Authority: RCW 32.34.040 - [32.34].050 and chapters 32.08 and 34.05
RCW. 93-13-142, § 50-14-020, filed 6/23/93, effective 7/24/93. Statutory
Authority: RCW 32.34.040 - [32.34.]050. 92-06-041, § 50-14-020, filed
2/28/92, effective 3/30/92.]
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WAC 208-514-030 Definitions—Regulations not
exclusive. (1) The definitionsin RCW 32.32.025 shall apply
to any transaction under these rules unless the context
requires otherwise and except as provided herein.

(2) The reorganization of a mutual savings bank into
mutual holding company form ("reorganization") and the
subsequent conversion of the MHC into stock form or the
offering of common stock of a subsidiary of a MHC that will
cause the MHC to hold less than fifty-one percent of the
issued and outstanding common stock of the stock savings
bank ("conversion to stock form") shall be governed by chap-
ter 32.32 RCW, except as provided in these rules.

(3) The term "mutual holding company" shall mean the
business trust or mutually owned corporation, or the succes-
sor of either, originally established by a savings bank to serve
as the holding company of a stock savings bank subsidiary,
provided that a MHC shall at all times own fifty-one percent
or more of the issued and outstanding common stock of a
stock savings bank subsidiary that is the successor by merger
or purchase to substantially all of the assets and all of the
deposits and other liabilities of the savings bank that has reor-
ganized into a mutual holding company pursuant to RCW
32.34.050 and these rules.

(4) To achieve the intent of RCW 32.34.050 in a manner
that ensures consistency with chapter 32.32 RCW, and acting
pursuant to RCW 32.32.010, the director hereby waives or
modifies to the extent set forth in these rules the applicability
of the following provisions of chapter 32.32 RCW as they
relate to the organization and operation of mutual holding
companies and their stock savings bank subsidiaries: RCW
32.32.035, 32.32.045 through 32.32.070, 32.32.085, 32.32.-
090, 32.32.095, 32.32.110, 32.32.120, 32.32.135 through
32.32.160, 32.32.185 through 32.32.205, 32.32.240 through
32.32.275, 32.32.315, 32.32.320, 32.32.330, 32.32.335,
32.32.355, 32.32.440, and 32.32.485.

[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, amended
and recodified as § 208-514-030, filed 8/22/00, effective 9/22/00. Statutory
Authority: RCW 32.34.040 - [32.34].050 and chapters 32.08 and 34.05
RCW. 93-13-142, § 50-14-030, filed 6/23/93, effective 7/24/93. Statutory

Authority: RCW 32.34.040 - [32.34.]050. 92-06-041, § 50-14-030, filed
2/28/92, effective 3/30/92.]

WAC 208-514-040 Authorization to form mutual
holding companies. (1) Notwithstanding any other provision
of law, and in accordance with the general requirements set
forth in WAC 208-514-050 through 208-514-140, a mutual
savings bank may reorganize under a plan of reorganization
S0 as to cause its deposit-taking and one or more other activ-
ities to be conducted by a stock savings bank subsidiary of a
mutual holding company, which subsidiary is formed for
such purpose. The plan of reorganization must be adopted by
the bank's trustees and submitted to and approved by the
director as provided in these rules.

(2) Except to the extent that such provisions are incon-
sistent with these rules, the new stock savings bank subsid-
iary of the mutual holding company shall be subject to the
same provisions of Title 32 RCW as apply to other stock sav-
ings banks.

[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, amended
and recodified as § 208-514-040, filed 8/22/00, effective 9/22/00. Statutory

Authority: RCW 32.34.040 - [32.34].050 and chapters 32.08 and 34.05
RCW. 93-13-142, § 50-14-040, filed 6/23/93, effective 7/24/93. Statutory
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Authority: RCW 32.34.040 - [32.34.]050. 92-06-041, § 50-14-040, filed
2/28/92, effective 3/30/92.]

WAC 208-514-050 Required approvals. (1) A reorga-
ni zation of amutual savings bank pursuant to these rules shall
be approved by not less than two-thirds of the board of trust-
ees of the mutual savings bank.

(2)(a) A mutual savings bank proposing a reorganization
pursuant to these rules shall provide the director with written
notice of such proposed reorganization. Such notice shall
include (i) a copy of the plan of reorganization approved by
the board of trustees pursuant to subsection (1) of this sec-
tion, (ii) the proposed incorporation and authorization certif-
icates for the mutual holding company and/or the stock sav-
ings bank subsidiary, as appropriate, and (iii) such other
information as the director shall require. The director shall
approve or disapprove the plan of reorganization within sixty
days of acceptance of a completed plan of reorganization.

(b) In determining whether to approve the plan of reorga-
nization, the director shall consider:

(i) Whether the formation of the mutual holding com-
pany would be in the interests of the depositors of the mutual
savings bank proposing to reorganize;

(if) Whether the reorganization would promote safe and
sound banking practices,

(iii) Whether the reorganization would serve the public
interest;

(iv) Whether the financial and management resources of
the mutual savings bank proposing to reorganize are suffi-
cient to warrant approval of the reorganization; and

(V) Whether the mutual savings bank proposing to reor-
ganize either fails to furnish any information required under
(a) of this subsection or furnishes information containing any
statement that, at the time and in the circumstances under
which it was made, was false or misleading with respect to
any material fact or omits any material fact necessary to make
statements therein not false or misleading.

(c) When the director shall have determined to approve
or disapprove the plan of reorganization, the director shall so
advise the mutual savings bank inwriting and, if appropriate,
shall endorse approval on the incorporation and authorization
certificates and cause the sameto be filed in such manner and
in the respective offices provided in chapter 32.08 RCW.
Upon the filing of the authorization certificate as provided in
RCW 32.08.080, the existence of the mutual holding com-
pany and/or stock savings bank, as appropriate, shall com-
mence. As used in these rules, the term "authorization certif-
icate" shall include an amended authorization certificate.
[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, amended
and recodified as § 208-514-050, filed 8/22/00, effective 9/22/00. Statutory
Authority: RCW 32.34.040 - [32.34].050 and chapters 32.08 and 34.05
RCW. 93-13-142, § 50-14-050, filed 6/23/93, effective 7/24/93. Statutory

Authority: RCW 32.34.040 - [32.34.]050. 92-06-041, § 50-14-050, filed
2/28/92, effective 3/30/92.]

WAC 208-514-060 Formation of a mutual holding
company. (1)(a) The plan of reorganization may authorize
the formation of aMHC by:

(i) The organization by or at the discretion or request of
the mutual savings bank of a business trust or mutual corpo-
ration that shall serve as a MHC, the organization by the
MHC of a stock savings bank subsidiary and the transfer to
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such stock savings bank of substantially all of the mutual sav-
ings bank's assets and liahilities, including all of its deposit
liabilities, in accordance with these rules;

(i) The organization by or at the direction or request of
the mutual savings bank of a business trust or mutual corpo-
ration that shall serve as the MHC, and the organization by
such MHC of a stock savings bank subsidiary that merges
with the mutual savings bank; or

(iii) Thereorganization of the mutual savings bank under
any other method approved by the director.

(b) For the purposes of (a) of this subsection and when
authorized by the director, as hereinafter provided, the trust-
ees of the mutual holding company, consisting of five or
more natural persons who are citizens of the United States,
may incorporate an interim stock savings bank subsidiary in
the manner herein prescribed. No savings bank shall incorpo-
rate for less amount nor commence business unless it has a
paid-in capital stock in such amount as may be determined by
the director after consideration of the proposed transaction.

(i) Persons desiring to incorporate an interim stock sav-
ings bank shall filewith the director anotice of their intention
to organize a savings bank in such form and containing such
information as the director shall prescribe by regulation or
otherwise require, together with proposed articles of incorpo-
ration and bylaws, which shall be submitted for examination
to the director at his office in Olympia. The proposed articles
of incorporation shall state:

(A) The name of such savings bank.

(B) The city, village or locality and county where the
head office of such savings bank isto be located.

(C) The nature of its business (i.e., that of a savings
bank).

(D) The amount of its capital stock, which shall be
divided into shares of a par or no par value as may be pro-
vided in the articles of incorporation.

(E) The names, places of residence, and mailing
addresses of the persons who as directors are to manage the
bank until the first annual meeting of its shareholders.

(F) If there is to be preferred or specia classes of stock,
a statement of preferences, voting rights, if any, limitations
and relative rights in respect of the shares of each class; or a
statement that the shares of each class shall have the
attributes as shall be determined by the bank's board of direc-
tors from time to time with the approval of the director.

(G) Any provision granting the shareholders the preemp-
tive right to acquire additional shares of the bank and any
provision granting shareholders the right to cumulate their
votes.

(H) Any provision, not inconsistent with law, which the
incorporators elect to set forth in the articles of incorporation
for the regulation of the internal affairs of the corporation,
including, without limitation, any provision restricting the
transfer of shares.

(I) Any provision the incorporators elect to so set forth,
not inconsistent with law or with the purposes for which the
bank is organized, or any provision limiting any of the pow-
ers granted in the applicable provisions of the Revised Code
of Washington.

It shall not be necessary to set forth in the articles of
incorporation any of the corporate powers granted in the
applicable provisions of the Revised Code of Washington.
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The articles of incorporation shall be signed by all of the
incorporators and acknowledged before an officer authorized
to take acknowledgements.

(if) In case of approval, the director shall forthwith give
notice thereof to the proposed incorporators and file one of
thetriplicate articles of incorporation in his own office, trans-
mit another triplicate to the secretary of state, and the last to
the incorporators. Upon receipt from the proposed incorpora-
tors of the same fees as are required for filing and recording
other articles of incorporation, the secretary of state shall file
such articles and record the same. Upon the filing of articles
of incorporation approved as aforesaid by the director, with
the secretary of state, all persons named therein and their suc-
cessors shall become and be a corporation, which shall have
the powers and be subject to the duties and obligations pre-
scribed by the applicable provisions of the Revised Code of
Washington, and whose existence shall continue from the
date of the filing of such articles until terminated pursuant to
law; but such corporation shall not transact any business,
except as is necessary or convenient to its organization and
preparation to engage in business, until it has received from
the director a certificate of authority to engage in the banking
business as a stock savings bank.

(c) For the purposes of (@) of this subsection, WAC 208-
514-080 permits a newly organized stock savings bank to
issue to persons other than its parent MHC, an amount of
common stock and securities convertible into common stock
that, in the aggregate, does not exceed forty-nine percent of
the issued and outstanding common stock of such stock sav-
ings bank upon completion of the offering. Issued and out-
standing securities that are convertible into common stock
shall be considered issued and outstanding common stock for
purposes of computing the forty-nine percent limitation. This
subsection shall not limit the authority of such stock savings
bank to issue equity or debt securities other than common
stock and securities convertible into common stock.

(2) In connection with the reorganization of a mutual
savings bank as provided in WAC 208-514-040, the MHC
may acquire assets of the mutual savings bank to the extent
that such assets are not then required to be transferred to (or
retained by) the stock savings bank in order to satisfy capital
or reserve requirements of any applicable state or federal law
or regulation.

(3) A stock savings bank whose outstanding common
stock is at least fifty-one percent but less than one hundred
percent owned by a mutual holding company shall have at
least one director, but no more than two-fifths of its directors,
who are "unaffiliated directors' who shall represent the inter-
ests of the minority shareholders. An "unaffiliated director” is
adirector who is not:

(a) An officer or employee of the stock savings bank (or
any affiliate thereof); or

(b) An officer, trustee, or employee of the mutual hold-
ing company.

If the incorporation certificate or bylaws of the stock
savings bank provide that the board of directors shall be
divided into two or more classes, then to the extent possible,
each class shall contain the same number of unaffiliated
directors as each other class.

[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, amended
and recodified as § 208-514-060, filed 8/22/00, effective 9/22/00. Statutory
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Authority: RCW 32.34.040 - [32.34].050 and chapters 32.08 and 34.05
RCW. 93-13-142, § 50-14-060, filed 6/23/93, effective 7/24/93. Statutory
Authority: RCW 32.34.040 - [32.34.]050. 92-06-041, § 50-14-060, filed
2/28/92, effective 3/30/92.]

WAC 208-514-070 Mutual holding company powers.
(1) Upon the formation of aMHC:

(8 The MHC shall possess dl the rights, powers, and
privileges (except deposit-taking powers) and shall be subject
to al the limitations, not inconsistent with these rules, of a
mutual savings bank under Title 32 RCW; and

(b) The MHC shall be subject to the limitations imposed
by the Bank Holding Company Act of 1956 (12 U.S.C. Sec-
tion 1841, et seq.) or, in the case of aMHC resulting from the
reorganization of a savings bank that elected either before or
after such reorganization to be treated as a savings associa-
tion (as defined in 12 U.S.C. Section 1467a), such mutual
holding company shall be subject to the limitations imposed
by the savings and loan holding company provisions of the
Home Owners Loan Act (12 U.S.C. Section 14674).

(2) Notwithstanding any inconsistent provisions of Title
32 RCW, and subject to the express approval of (or additional
rules promulgated by) the director, aMHC may:

(&) Merge with, acquire, or purchase the assets of a
mutual holding company established pursuant to these rules
or the savings and loan holding company provisions of the
Home Owners' Loan Act (12 U.S.C. Section 14674);

(b) Acquire or purchase the assets or stock of astock sav-
ings bank, commercial bank, credit union, stock savings and
loan association, stock federal savings bank, or stock federal
savings and loan association;

(c) Acquire a mutual savings bank, mutual savings and
loan association, federal mutual savings bank, or federal
mutual savings and loan association through the merger of
such institution with a stock subsidiary of such mutual hold-
ing company;

(d) Convert to a stock holding company pursuant to the
provisions of a plan which is approved by the director, pre-
serves the subscription and liquidation account rights of
depositors of the mutual savings bank who then remain
depositors of the stock savings bank and otherwise complies
with WAC 208-514-130; and

(e) Engage in any other acquisition or combination, spe-
cifically permitted by the director, including a merger into or
sale of assets to another mutual or stock corporation.
[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, amended
and recodified as § 208-514-070, filed 8/22/00, effective 9/22/00. Statutory
Authority: RCW 32.34.040 - [32.34].050 and chapters 32.08 and 34.05
RCW. 93-13-142, § 50-14-070, filed 6/23/93, effective 7/24/93. Statutory

Authority: RCW 32.34.040 - [32.34.]050. 92-06-041, § 50-14-070, filed
2/28/92, effective 3/30/92]

WAC 208-514-080 Offering of securities. (1) Any
offering of shares of voting securities by a MHC which con-
verts to stock form or of common stock of a stock savings
bank subsidiary of a MHC that will cause the holding com-
pany to hold less than fifty-one percent of the issued and out-
standing common stock of the stock savings bank upon com-
pletion of the offering (a"subsequent offering") shall be gov-
erned by the rules prescribed in chapter 32.32 RCW, except
to the extent that those rules are explicitly waived or modified
by the director.
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(2) Any offering of shares of any class of stock of astock
savings bank subsidiary of a MHC that will not cause the
MHC to hold lessthan fifty-one percent of theissued and out-
standing common stock of the stock savings bank upon com-
pletion of the offering may be accomplished through either a
public distribution or by means of a limited distribution or
placement of the securities, none of which methods of offer-
ing will require the stock of the savings bank subsidiary to be
offered to members of the unconverted mutual savings bank
or of the MHC. Any such offering shall comply with the dis-
closure requirements of chapter 32.32 RCW, shall be made
by means of an offering circular approved by the director,
and shall be sold at a price that is approved (a) by the director
in the case of the initial offering of sharesto persons other
than the MHC, and in such case based upon a proposed price
range established by qualified persons who are independent
of the bank and (b) by the board of directors in the case of
other offerings contemplated by this subsection.

(3) The procedures to follow in conducting a subsequent
offering may, with the director's approval, differ from those
set forth in chapter 32.32 RCW.

(4) Notwithstanding any contrary provision of Title 32
RCW, there shall be no requirement to use an underwriter in
an offering made pursuant to subsection (2) of this section,
though such useis permissible.

(5) Subject to approval of the director, a stock savings
bank subsidiary of a MHC may declare or pay a cash divi-
dend that is payable only to shareholders of the stock savings
bank other than the MHC.

(6) Notwithstanding any contrary provision of Title 32
RCW, no offering circular used in connection with an offer-
ing pursuant to subsection (2) of this section shall be required
to set forth the estimated subscription price range of the
shares being offered.

(7) A stock savings bank subsidiary of aMHC may issue
and, consistent with these rules, any person may acquire any
amount of preferred stock of the bank.

[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, amended
and recodified as § 208-514-080, filed 8/22/00, effective 9/22/00. Statutory
Authority: RCW 32.34.040 - [32.34].050 and chapters 32.08 and 34.05
RCW. 93-13-142, § 50-14-080, filed 6/23/93, effective 7/24/93. Statutory

Authority: RCW 32.34.040 - [32.34.]050. 92-06-041, § 50-14-080, filed
2/28/92, effective 3/30/92.]

WAC 208-514-090 Subscription rights. (1) Upon a
conversion to stock form, as such conversion is defined in
WAC 208-514-030(2), by a MHC or a stock savings bank
subsidiary of aMHC, depositors of the stock savings bank at
the record date of the conversion to stock form who continu-
ously have been depositors since the reorganization, or were
depositors of any savings association subsequently acquired
by aMHC at atime when the association wasin mutual form
and remained depositors of the stock savings bank, shall
receive, without payment, nontransferable rights to subscribe
for stock of the converted MHC or the converted stock sav-
ings bank to be sold in the subsequent offering, to the extent
that such depositors would have received those rights pursu-
ant to RCW 32.32.045 in a stock conversion of the savings
bank as prescribed in chapter 32.32 RCW; provided, how-
ever, that such depositors who are not shareholders of the
stock savings bank at the record date for the subsequent offer-
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ing shall have priority rights, not inconsistent with the provi-
sions of chapter 32.32 RCW, to subscribe for shares to be
issued in the subsequent offering in accordance with a plan
approved by the director or made pursuant to subsequent
rules to be promulgated by the director.

(2) For purposes of this section, an "eligible account
holder" is any depositor of a stock savings bank at the record
date for a conversion to stock form of the bank or the MHC
who has continuously owned in such bank one or more
accounts valued in the aggregate of fifty dollars or more since
the date that the trustees of the unconverted mutual savings
bank approved the reorganization or the date that the bank's
predecessor mutual association was acquired by the MHC.

(3) Nothing in chapter 32.34 RCW or chapter 208-514
WAC shall be construed to authorize or require that deposi-
tors in a mutual savings bank that reorganizes as a MHC be
offered stock in the stock savings bank subsidiary except as
provided in subsection (1) of this section.

(4) Depositorsin amutual savings bank that reorganizes
asaMHC with a stock savings bank subsidiary shall become
depositors in such subsidiary when the mutual savings bank
merges with or transfers its assets and liabilities to the stock
savings bank.

[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, amended
and recodified as § 208-514-090, filed 8/22/00, effective 9/22/00. Statutory
Authority: RCW 32.34.040 - [32.34].050 and chapters 32.08 and 34.05
RCW. 93-13-142, § 50-14-090, filed 6/23/93, effective 7/24/93. Statutory
Authority: RCW 32.34.040 - [32.34.]050. 92-06-041, § 50-14-090, filed
2/28/92, effective 3/30/92.]

WAC 208-514-100 Stock issuance and stock award
plans. The authority for a stock savings bank subsidiary of a
MHC to issue stock shall be subject to the following limita-
tions, unless otherwise approved by the director.

(1) The stock sold in the reorganization shall be sold at a
total price equal to the estimated pro forma market value of
such stock, based on an independent valuation as provided in
WAC 208-514-080(2) and any stock sold in a later offering
shall be sold at its fair value as determined by the board of
directors of the stock savings bank.

(2) The aggregate amount of issued and outstanding
common stock of the stock savings bank owned or controlled
by persons other than the MHC at the close of any proposed
issuance shall be forty-nine percent or less than the savings
bank's total outstanding common stock.

(3) The aggregate amount of common stock acquired in
the proposed issuance, plus all prior issuances of the savings
bank, by any nontax-qualified employee stock benefit plan of
the savings bank or any insider (which for the purpose of
these rules will mean an officer, director, or associate of an
officer or director) of the savings bank (exclusive of any
stock acquired by said plan or insider and his or her associ-
ates in the secondary market) shall not exceed ten percent of
the outstanding shares of common stock of the savings bank
held by persons other than the savings bank's MHC parent at
the close of the proposed issuance. In calculating the number
of shares held by any insider or associate, shares held by any
tax-qualified or nontax-qualified employee stock benefit plan
of the savings bank that are attributable to such person shall
not be counted.
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(4) The aggregate amount of stock, whether common or
preferred, acquired in the proposed issuance, plus all prior
issuances of the savings bank, by any nontax-qualified
employee stock benefit plan of the savings bank or any
insider of the savings bank and his or her associates (exclu-
sive of any stock acquired by said plan or insider and his or
her associates in the secondary market) shall not exceed ten
percent of the stockholders' equity of the savings bank held
by persons other than the MHC parent at the close of the pro-
posed issuance.

(5) The aggregate amount of common stock acquired in
the proposed issuance, plus all prior issuances of the savings
bank, by any one or more tax-qualified employee stock bene-
fit plans of the savings bank (exclusive of any stock acquired
by such plans in the secondary market) shall not exceed ten
percent of the outstanding shares of common stock of the sav-
ings bank held by persons other than the MHC parent at the
close of the proposed issuance.

(6) The aggregate amount of stock, whether common or
preferred, acquired in the proposed issuance, plus all prior
issuances of the savings bank, by any one or more tax-quali-
fied employee stock benefit plans of the savings bank (exclu-
sive of any stock acquired by such plans in the secondary
market) shall not exceed ten percent of the stockholders'
equity of the savings bank held by persons other than the
MHC parent at the close of the proposed issuance.

(7) The aggregate amount of common stock acquired in
the proposed issuance, plus all prior issuances of the savings
bank by all nontax-qualified employee stock benefit plans of
the savings bank and insiders of the savings bank (exclusive
of any stock acquired by said plansand by insidersin the sec-
ondary market) shall not exceed thirty-five percent of the out-
standing shares of common stock of the savings bank held by
persons other than the MHC parent at the close of the pro-
posed issuance if the savings bank has less than fifty million
dollarsin total assets prior to the issuance or twenty-five per-
cent of such outstanding sharesiif the savings bank has more
than five hundred million dollars in total assets before the
issuance. If the savings bank has between fifty million dollars
and five hundred million dollars in total assets before the
issuance, the maximum percentage shall be equal to thirty-
five percent minus one percent multiplied by the quotient of
total assetslessfifty million dollarsdivided by forty-five mil-
lion dollars. In calculating the number of shares held by
insiders and their associates, shares held by any tax-qualified
or nontax-qualified employee stock benefit plan of the sav-
ings bank that are attributable to such persons shall not be
counted.

(8) The aggregate amount of stock, whether common or
preferred, acquired in the proposed issuance, plus all prior
issuances of the savings bank, by all nontax-qualified
employee stock benefit plans of the savings bank, insiders of
the savings bank, and associates of insiders of the savings
bank (exclusive of any stock acquired by said plans and by
insidersin the secondary market) shall not exceed thirty-five
percent of the stockholders' equity of the savings bank held
by persons other than the association's mutual holding com-
pany parent at the close of the proposed issuance if the sav-
ings bank has less than fifty million dollars in total assets
before the issuance or twenty-five percent of such stockhold-
ers equity if the savings bank has more than five hundred
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million dollarsin total assets prior to theissuance. If the sav-
ings bank has between fifty million dollars and five hundred
million dollars in total assets before the proposed issuance,
the maximum percentage shall be equal to thirty-five percent
minus one percent multiplied by the quotient of total assets
lessfifty million dollars divided by forty-five million dollars.
(9) Shares of authorized but unissued stock of a stock
savings bank subsidiary of aMHC may be reserved to satisfy
and may be issued pursuant to any stock-based incentive plan
for employees, directors, and others approved by the savings
bank's board of directors and a majority of its stockholders.
(20) If, at the close of any stock issuance, the stock sav-
ings bank has holders of record of its outstanding voting
securities that would require registration under the Securities
Exchange Act of 1934, then such requirement shall be met.
(11) For a period of three years following the proposed
issuance, no insider of the savings bank shall sell, without the
director's prior written approval, any stock of the savings
bank purchased in connection with the reorganization except
that the personal representative of such insider may sell
sharesin the event of the death of the insider.
[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, amended
and recodified as § 208-514-100, filed 8/22/00, effective 9/22/00. Statutory
Authority: RCW 32.34.040 - [32.34].050 and chapters 32.08 and 34.05
RCW. 93-13-142, § 50-14-100, filed 6/23/93, effective 7/24/93. Statutory

Authority: RCW 32.34.040 - [32.34.]050. 92-06-041, § 50-14-100, filed
2/28/92, effective 3/30/92.]

WAC 208-514-110 Liquidation account. (1) The
entire unconsolidated net worth of a MHC shall constitute a
liquidation account for the benefit of the depositors of its sub-
sidiary stock savings banks who continuously have been
depositors since the reorganization or were depositors of any
savings association subsequently acquired by a MHC at a
time when the association was in mutual form and remained
depositors of the stock savings bank ("eligible depositors").
The liquidation account shall not be a fixed amount but may
increase (as to the entire account but not as to any individual
eligible depositor) or decrease (as provided in RCW 32.32.-
190 through 32.32.205, except as application of those sec-
tionsisinconsistent with these rules) over time. The function
of the liquidation account is to establish that upon the com-
plete liquidation of the mutual holding company, the entire
net worth of the mutual holding company will be distributed
among those persons who are the eligible depositors of its
subsidiary savings bank(s) as of the date of the liquidation.
The designation of the mutual holding company's net worth
as aliquidation account shall not operate to restrict the use or
application of the mutual holding company's net worth
accounts.

(2) In the event of a complete liquidation of a mutual
holding company, the remaining liquidation account of the
mutual holding company shall be distributed ratably among
all the eligible depositors of its subsidiary savings bank(s) as
of the date of the liquidation.

(3) Upon the conversion to stock form of a mutual hold-
ing company, the liquidation account of the holding company
shall no longer be maintained. Instead, each subsidiary sav-
ings bank shall at that time establish a liquidation account,
which liquidation accounts shall in the aggregate equal the
mutual holding company's liquidation account as of its last

[Title 208 WAC—p. 42]

Title 208 WAC: Financial Institutions, Department of

periodic report of condition immediately preceding its con-
version into a stock-form holding company. The liquidation
account established by each subsidiary savings bank shall be
in the same proportion to the mutual holding company's lig-
uidation account asthetotal of the subaccount balances of the
then eligible depositors of the subsidiary savings bank bears
to the total subaccount balances of the eligible depositors of
all subsidiary savings banks of the mutual holding company.
The liquidation account established by a subsidiary savings
bank shall comply with the rules contained in RCW 32.32.-
185 through 32.32.205, to the extent not inconsistent with
these rules.

[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, recodi-
fied as § 208-514-110, filed 8/22/00, effective 9/22/00. Statutory Authority:
RCW 32.34.040 - [32.34].050 and chapters 32.08 and 34.05 RCW. 93-13-
142, § 50-14-110, filed 6/23/93, effective 7/24/93. Statutory Authority:
RCW 32.34.040 - [32.34.]050. 92-06-041, § 50-14-110, filed 2/28/92, effec-
tive 3/30/92.]

WAC 208-514-120 Reorganization into mutual hold-
ing company form. (1) The mutual holding company may
retain or acquire assets of the mutual savings bank only to the
extent permitted by the director.

(2) A stock savings bank established in connection with
a reorganization shall reserve no authorized but unissued
shares, except as necessary to satisfy a stock option plan or
issue securities convertible into stock.

(3) A plan of reorganization shall contain the provisions
referenced in RCW 32.32.035, except that it need not provide
for the sale of any stock and the aggregate price of any stock
sold shall bear the same proportion to total estimated pro
forma market value of the subsidiary savings bank(s) deter-
mined by an independent appraisal that the shares sold bear to
thetotal issued and outstanding shares of the savings bank(s).
[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, amended
and recodified as § 208-514-120, filed 8/22/00, effective 9/22/00. Statutory

Authority: RCW 32.34.040 - [32.34.]050. 92-06-041, § 50-14-120, filed
2/28/92, effective 3/30/92.]

WAC 208-514-130 Conversion of mutual holding
company into stock holding company. (1) If approved by
the director, a MHC may convert to a stock form holding
company.

(2) The MHC shall adopt a plan of conversion which the
director findsto bein accordance with the provisions of chap-
ter 32.32 RCW and these rules.

(3) The conversion must include such provisions requir-
ing the exchange of shares of the subsidiary savings bank(s)
for shares of the resulting stock holding company as the
director findsto be fair to members of the MHC who possess
subscription rights and to stockholders of the subsidiary
banks.

[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, amended
and recodified as § 208-514-130, filed 8/22/00, effective 9/22/00. Statutory
Authority: RCW 32.34.040 - [32.34].050 and chapters 32.08 and 34.05
RCW. 93-13-142, § 50-14-130, filed 6/23/93, effective 7/24/93. Statutory
Authority: RCW 32.34.040 - [32.34.]050. 92-06-041, § 50-14-130, filed
2/28/92, effective 3/30/92.]

WAC 208-514-140 Construction. Nothing contained
in chapter 208-514 WA C shall be construed to prohibit the de
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novo chartering of a stock savings bank not intended to bein
holding company form.

[Statutory Authority: RCW 30.04.030 and 43.320.040. 01-06-024, §
208-514-140, filed 2/27/01, effective 3/30/01; 00-17-141, recodified as §
208-514-140, filed 8/22/00, effective 9/22/00. Statutory Authority: RCW
32.34.040 - [32.34.]050. 92-06-041, § 50-14-140, filed 2/28/92, effective
3/30/92.]

Chapter 208-528 WAC

NEW STATE BANKSAND TRUST COMPANIES—
APPLICATION AND INVESTIGATION
(Formerly chapter 50-28 WAC)

WAC

208-528-010 Purpose.

208-528-020 Operations and procedures.

208-528-030 Policy and guidelines.

208-528-040 Fees.

208-528-050 Field investigation.

208-528-060 Adoption of form.

208-528-070 Payment on subscription for the capital stock.
208-528-990 Appendix I—Form—Notice of intention to organize a

state bank or trust company.

WAC 208-528-010 Purpose. The purpose of this chap-
ter shall be to provide persons desiring to incorporate a bank
or trust company with the requirements and guidelines neces-
sary to comply with statutory provisions and to insure expe-
ditious processing of a notice of intention to organize a bank
or trust company.

[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, recodi-

fied as § 208-528-010, filed 8/22/00, effective 9/22/00; Order 21, § 50-28-
010, filed 8/6/73.]

WAC 208-528-020 Operations and procedures. A
notice of intention to incorporate a bank or trust company
shall be filed with the director at the division of banksin
Olympia. Asamatter of general procedure, it has been found
desirable and is recommended that interested groups visit the
office of the director for a round-table discussion of statutory
and other requirements, the forms, documentation and gen-
eral information needed, the fees payable to the division of
banks and the secretary of state, plus a general discussion of
the primary market area the applicants wish to serve and of
economic resources of that area together with a brief review
of existing financial institutions now serving that area.
[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, amended

and recodified as § 208-528-020, filed 8/22/00, effective 9/22/00; Order 21,
§ 50-28-020, filed 8/6/73.]

WAC 208-528-030 Policy and guidelines. The notice
of intention to organi ze a state bank or trust company shall be
filed with the director in duplicate, on aform furnished by the
division of banks. It is the established policy of the division
of banks to require diligent and timely completion and sub-
mission of forms, schedules, surveys, economic studies,
maps and all supporting data deemed necessary and required
to conduct the statutory investigation. For the purpose of
expediting the investigation and correlating said investiga-
tion with that of the Federal Deposit Insurance Corporation,
in the event deposits of the proposed bank or trust company
are to be insured by that agency, the schedules, statements
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and supporting data shall be organized under six basic gen-
eral headings or factors:

(1) Financial history and condition.

(a) Pro forma statement of condition - beginning of busi-
Ness.

(b) Premises to be occupied by proposed bank, whether
owned or leased, whether permanent or temporary, details as
to description, costs, from whom purchased or leased, insur-
ance coverage, estimated annual depreciation. If property is
to be purchased or leased from a director, officer, alarge
shareholder, or an interest of any such, complete details
should be furnished.

(c) Details asto proposed investment in and rental of fur-
niture, fixtures and equipment.

(d) Relationships and associations with proposed bank of
any of the sellers or lessors of land, buildings or equipment,
either directly or indirectly.

(e) Organization expenses (which should not be bor-
rowed from any source) - complete and detailed accountingis
required for all expenses related to organization, including
detailed account of actual legal work performed together with
any additional costs anticipated prior to opening or costs
incurred or work performed during the organization period
for which disbursement has been deferred beyond the open-
ing date.

(2) Adequacy of the capital structure.

(a) Proposed allocations within total capital structure.

(i) Amount of paid-in common capital stock (No. shares
X par value).

(it) Amount of paid-in surplus.

(iif) Amount of paid-in undivided profits.

(iv) Amount of other segregations, including the organi-
zation or expense fund, if planned.

(b) Minimum capital requirements of state law (RCW
30.08.010 as amended by chapter 104, Laws of 1973).

(¢) The adequacy (deemed reasonable) of the proposed
capital structure is evaluated, in part, by:

(i) The population of the community to be served.

(i) Ratio the projected net total capital structure will
bear to the estimated volume of deposits at the end of each of
the first three years of operations.

(3) Future earnings prospects. A detailed projection of
earnings and expenses is to be submitted showing the break-
down of income and expenses for each of thefirst three years
of operations. Provision should be made for the bad debt
reserve (loan losses) based upon the major types of loaning
demands the proposed bank expects to serve and total loans
expected by the end of the first, second and third years of
operations.

(4) Genera character of management.

(a) A financial report and a biographical report for each
officer and director is required together with areport by each
officer and director stating the number of shares to be pur-
chased, the total cost of such shares and details as to source
and financing terms for such portion as not paid in cash. (If
disclosure of any of the proposed officers would jeopardize
current employment, include the information in a special
"CONFIDENTIAL SECTION.")

(b) The subscribers (proposed shareholders) are to be
listed alphabetically with name and address, occupation and
number of shares being purchased indicated by number of
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shares and total subscription price. The list should indicate
"D" for the directors designee, "O" for officers.

(c) For any subscribers for 5% or more of the proposed
capital stock, the financing terms are required as for directors
and officers.

(d) The membership of the committees of the directorate
are to be designated and duties outlined, including:

(i) Loan and/ or executive committee.

(i) Investment committee.

(i) Audit committee.

(e) Management of the proposed bank will report:

(i) Name of principal correspondent bank or banks and
basis upon which the selection was made.

(i) Determination that sufficiency of surety bond cover-
age conforms with generally accepted banking practices.

(f) Any changes contemplated in the proposed director-
ate or active management during the first year are to be
reported, or, if none, so state.

(5) Convenience and needs of the community to be
served.

(a) Applicants have the responsibility of developing as
fully as possible the economic support and justification for
the proposed bank including:

(i) The community and "surrounding country" (the trade
territory or market area) which the proposed bank will serve,
including the geographic boundaries within which all or most
of the bank's potential customers reside.

(1) Furnish a detail map of such area pinpointing and
indexing each financial institution (banks and savings and
loan associations and mutual savings bank, whether head
office or branch office).

(2) Provide list or recapitulation of subscribers residing
in or closely identified with the areato be served.

(3) Provide estimates of the total deposits anticipated
during the early period of operations together with totals
expected by the end of each of thefirst three years. The latter
should be segregated:

(8) Demand deposits.

(b) Savings passbook accounts.

(c) Other time deposits.

(d) Public funds.

(e) Recapitulation as to total demand and total time.

(4) The economic characteristics of the trade territory
specified above for the most recent five-year period where
possible... including manufacturing, agricultural and other
industrial data, construction activity, retail and wholesale
sales, housing starts, school population, census figures and
projections.

(5) Such additional datarelating to the trade area consid-
ered relevant and indicating support for the proposed bank as
may be obtained from such sources as local offices of utili-
ties, planning commission, chamber of commerce or trade
associations, traffic surveys, county auditor, title insurance
company, etc. (In the event an economic survey or feasibility
study has been prepared it may provide most of the informa-
tion needed.)

(it) List principal business and industries of the market
area by name of company, type of business, average number
of employees, approximate annual payroll and annual sales.
If significant, furnish details as to public employment of the
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area, including schools, military, U.S., state, county, munici-
pal or other.

(b) List al banks, branches, trust companies, mutual sav-
ings banks and branches, together with savings and | oan asso-
ciations presently serving in the proposed market area and
surrounding country, including any authorized but unopened
offices, indicating "N/A" for information determined unob-
tainable:

(i) Name of the financia institution.

(i) Location.

(iii) Distance (road miles or city blocks) from proposed
site.

(iv) Direction from site.

(v) Date established.

(vi) Date of latest statement available.

(vii) Deposits: Demand, time and total.

(viii) Loans: Commercial, consumer, real estate secured
and total to extent available.

(6) Consistency of corporate powers. In addition to the
proposed articles of incorporation submitted with the notice
of intention to organize, the proposed bylaws should be sub-
mitted together with articles of incorporation and complete
details for any proposed affiliate (i.e., a premises holding
company).

[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, amended

and recodified as § 208-528-030, filed 8/22/00, effective 9/22/00; Order 21,
§ 50-28-030, filed 8/6/73.]

WAC 208-528-040 Fees. The filing fee to accompany
the notice of intention to organize a bank or trust company
shall be that established by WAC 208-512-045, as now or
hereafter amended. If the application is withdrawn by appli-
cants before a field investigation is undertaken a refund will
be made based upon retention of that portion deemed ade-
guate to cover processing and preliminary investigation
costs. The retained portion shall be the greater of:

(1) $500.00, or

(2) Estimated number of hours times the current hourly
rate as established by WAC 208-512-045 as devoted to pro-
cessing and preliminary review and investigation.

[Statutory Authority: RCW 30.04.030 and 43.320.040. 01-06-024, §
208-528-040, filed 2/27/01, effective 3/30/01; 00-17-141, recodified as §

208-528-040, filed 8/22/00, effective 9/22/00; Order 21, § 50-28-040, filed
8/6/73]

WAC 208-528-050 Field investigation. The required
field investigation will be undertaken promptly upon submis-
sion of the notice of intention to organize abank or trust com-
pany accompanied by statutory fees, provided the required
documentation is determined by preliminary review to be
complete in all respects. If, in the judgment of the director,
matters of substantive nature are missing or incomplete the
notice of intent to organize and submitted documents may be
returned to the correspondent of record. If the matters
deemed incomplete be of relatively minor nature the appli-
cants may be notified in writing thereof and given a reason-
able time to make corrections or submit additional informa
tion or schedules required. For purposes of section 5, chapter
104, Laws of 1973 1st ex. sess. (RCW 30.08.030), a notice of
intention to organize a bank or trust company shall not be
deemed to be received by the director unless and until all of
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the information required by the director has been provided to
him.
[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, amended

and recodified as § 208-528-050, filed 8/22/00, effective 9/22/00; Order 21,
§ 50-28-050, filed 8/6/73.]

WAC 208-528-060 Adoption of form. Thedivision of
banks hereby adopts for use of all persons requesting permis-
sion to organize a state bank or trust company, the form
attached hereto as Appendix No. 1, entitled "Notice of inten-
tion to organize a state bank or trust company.”

[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, amended

and recodified as § 208-528-060, filed 8/22/00, effective 9/22/00; Order 21,
§ 50-28-060, filed 8/6/73.]

WAC 208-528-070 Payment on subscription for the
capital stock. The subscription agreement with prospective
purchasers of the capital stock of a proposed new bank or
trust company shall not contain any agreement for any
amount to be paid in advance for the purpose of defraying
organization costs. No payment on subscription for stock
shall be made until the articles of incorporation have been
approved by the director of the department of financia insti-
tutions and filed with the secretary of state.

[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, amended

and recodified as § 208-528-070, filed 8/22/00, effective 9/22/00; Order 30,
§ 50-28-070, filed 10/2/75.]

WAC 208-528-990 Appendix |—Form—Notice of
intention to organize a state bank or trust company.

APPENDIX |
NOTICE OF INTENTION TO ORGANIZE A

STATE BANK OR TRUST COMPANY
To the Director of the Department of Financial Institutions:

We, the undersigned, as proposed incorporators and sub-
scribing shareholders, being natural persons and citizens of
the United States of America, make application for permis-
sion to organize a__(state bank or trust company) _ under the

titteof ...... tobelocatedin. .. ... ,Countyof ........ ,
State of Washington, with capital stockof $........ , surplus
of$........ , and undivided profitsof $........

We submit herewith the proposed articles of incorpora-
tion for examination together with all such data, information,
schedules, maps and supporting documentation specified by
statute and regulations as necessary and required to conduct
the statutory investigation.

We enclose Cashier's Check for $2,000 to apply upon the
statutory cost of investigation. If the cost of the investigation
to be made exceeds $2,000, we agree to pay such excessin
accordance with WA C 208-512-040.

Wedesignate. . ...... , whose addressis........ , as
correspondent of recordsto receive all instructions and corre-
spondence in connection with this application.

SUBSCRIBED & .. ...... \Washington, this. ... day of .
....... ,19. ..
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EE I

$2,000 Cashier's Check
Payable to the Division of Banks
(*) Please type name under signature.

[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, amended
and recodified as § 208-528-990, filed 8/22/00, effective 9/22/00; Order 21,
Appendix |—Form (codified as WA C 50-28-990), filed 8/6/73.]

Enclosure:

Chapter 208-532 WAC

ESTABLISHMENT OF ALIEN BANKSIN
WASHINGTON—PROCEDURE
(Formerly chapter 50-32 WAC)

WAC

208-532-010 Purpose.

208-532-020 Definitions.

208-532-030 Application procedure.
208-532-040 Examinati on—Fregquency—Scope.
208-532-050 Fees.

208-532-060 Records and books of account.
208-532-070 Branch records.

208-532-080 Agency records.

208-532-090 Reports—Required reports.
208-532-100 Notice concerning deposit insurance.

208-532-99001 Appendix |—Forms—Application for certificate autho-
rizing an alien bank to establish and operate a
branch in the state of Washington.

Appendix |l—Forms—Application for certificate
authorizing an alien bank to establish and operate
an agency in the state of Washington.

Appendix | ll—Forms—Application for certificate
authorizing an alien bank to establish and operate a
bureau in the state of Washington.

208-532-99002

208-532-99003

WAC 208-532-010 Purpose. The purpose of this chap-
ter is to ensure compliance with and provide the rules and
regulations necessary to administer the provisions and
requirements of chapter 53, Laws of 1973 1st ex. sess.
[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-18-103, recodi-

fied as § 208-532-010, filed 9/6/00, effective 10/7/00; Order 23, § 50-32-
010, filed 8/14/73]

WAC 208-532-020 Definitions. For purposes of these
rules and regulations, the following terms are defined as:

(2) Act - chapter 53, Laws of 1973 1st ex. sess.

(2) Application - "Application” means an application of
an alien bank to the director of the department of financial
institutions for a certificate of authority to establish and oper-
ate an agency, branch or bureau in the state of Washington.

(3) Domiciliary country - "Domiciliary country” means
the foreign country under the laws of which the alien bank is
organized.

(4) Fiscal year - "Fiscal year" means the fiscal year of
the alien bank.

(5) Depositary - "Depositary” shall mean abank with its
principal place of business within the state of Washington
selected by the alien bank and approved by the director, for
the deposit of the cash or liquid assets required by section 7
and 12 of the act.
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(6) Rules and regulations - "Rules and regulations"
means all of Title 208 WAC. Alien banks in conducting
authorized banking business shall be subject to such rulesand
regulations under the same terms and conditions as applied to
banks organized under the laws of this state to the extent that
such rules and regulations as applied to alien banking opera-
tions are consistent with the intent and purposes of the alien
bank act and subject to limitations and restrictions imposed
by these alien bank rules and regulations.

(7) Section - Section numbers referred to herein are
those found in chapter 53, Laws of 1973 1st ex. sess.
[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-18-103, amended

and recodified as § 208-532-020, filed 9/6/00, effective 10/7/00; Order 23, §
50-32-020, filed 8/14/73.]

WAC 208-532-030 Application procedure. An appli-
cation by an alien bank to establish and operate an office or
bureau in the state of Washington shall be made on the form
prescribed in Appendices 1, 2 or 3, whichever is applicable.

An application shall not be deemed complete if, in the
opinion of the director, the applicant has not supplied al of
the required information or the information supplied is defi-
cient. After receipt of the completed application, the director
shall conduct his required investigation.

(1) Office. The director shall notify the applicant of
denial or conditional approval of an application for a certifi-
cate for an agency or branch within 180 days of hisreceipt of
the compl eted application.

If the application for a certificate for an agency or branch
is conditionally approved, the applicant must supply the fol-
lowing documents executed by the governing board and
properly sworn to before a U.S. Consular Official within 60
days of notification.

(8 Appointment of the director of the department of
financial ingtitutions as agent

(b) Designation of bank's agent for service in Washing-
ton

(c) Letter of guaranty

(d) Appointment of depositary(ies)

(e) Certificate of alocation and assignment of capital

(f) Depositary agreements for assigned and allocated
capital

(9) A power of attorney in favor of the person designated
to be in charge of the business and affairs of the office.

The applicant shall also provide proof of fidelity bond
coverage and the oath of the managing officer of the Wash-
ington office.

After receipt of these documents and after the director is
satisfied that all statutory requirements have been met, he
shall issue his certificate.

(2) Bureau. The director shall notify the applicant of
denial or approval of an application for a certificate for a
bureau within 90 days of hisreceipt of the completed applica-
tion. If the application is approved, the certificate will be
issued forthwith.

[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-18-103, amended

and recodified as § 208-532-030, filed 9/6/00, effective 10/7/00; Order 23, §
50-32-030, filed 8/14/73.]

WAC 208-532-040 Examination—Frequency—
Scope. The accountant sel ected to audit the books of account
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of an alien office shall be an independent accountant licensed
to practice by the state of Washington and who is not an
employee, officer, or holder of the securities of the alien bank
or itssubsidiaries. Such accountant must have knowledge and
experience with respect to auditing books of international
corporations. A resume' of such accountant wherein the
knowledge and experience is set forth must accompany the
alien bank's request that such accountant be approved by the
director. The report of such independent accountant shall be
based upon an audit made in accordance with generally
accepted auditing standards without limitation on its scope
and shall be unqualified.

[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-18-103, amended

and recodified as § 208-532-040, filed 9/6/00, effective 10/7/00; Order 23, §
50-32-040, filed 8/14/73.]

WAC 208-532-050 Fees. (1) The feesto accompany the
filing of an application and attendant investigation are pre-
scribed in WAC 208-512-045, as now or hereafter amended.

(2) Cost of examination. The examination fees charged
to an alien bank for the examination of an office or bureau
shall be the estimated actual cost of each examination calcu-
lated under the same terms and conditions as for state char-
tered banks and trust companies.

[Statutory Authority: RCW 30.04.030 and 43.320.040. 01-06-024, § 208-
532-050, filed 2/27/01, effective 3/30/01; 00-18-103, recodified as § 208-

532-050, filed 9/6/00, effective 10/7/00; Order 23, § 50-32-050, filed
8/14/73]

WAC 208-532-060 Records and books of account.
Records and books of account of an alien bank office shall be
kept asthough the Washington office was conducted as a sep-
arate and distinct entity with its assets and liabilities entirely
separate and apart from other operations of its head office and
itssubsidiaries or affiliated corporations. Books and accounts
shall be maintained, where possible, as are the books and
accounts of banks chartered by the state of Washington, to:

(1) Fecilitate the preparation of required reports of con-
dition.

(2) Facilitate the preparation of the required report of
income.

[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-18-103, recodi-

fied as § 208-532-060, filed 9/6/00, effective 10/7/00; Order 23, § 50-32-
060, filed 8/14/73]

WAC 208-532-070 Branch records. An alien branch
shall:

(2) Identify United States domiciled creditors.

(2) Segregate and maintain controls for:

(a) Demand deposits.

(b) Time deposits.
for each class of depositors specified and authorized in sec-
tion 11(2)(i) through (vii) of the act.

(3) Maintain loan records and controlsto:

(a) Identify loan customers as to types as restricted by
section 11 (2)(a)(i) through (iv) of the act.

(b) Specify the purpose of each loan or guarantee with
respect to the restrictions imposed by section 11 (2)(b)(i), (ii)
and (iii) of the act.
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(¢) Organize and maintain credit files, including appro-
priate comments relative to (a) and (b) above and to demon-
strate the credit worthiness and standing of the customer.

(4) Maintain credit files to reflect the credit worthiness
or rating of assets held as required or authorized by sections
7 and 12(2) of the act.

(5) Establish and maintain controlsto reflect at all times
that liquid assets held in accordance with the requirements of
section 12(2) of the act are not less than one hundred eight
percent of the aggregate amount of liabilities of the alien
bank payable at or through its Washington office.

(6) Establish and maintain controls to reflect mainte-
nance of additional capital equal to not less than ten percent
of deposit liahilities.

[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-18-103, recodi-

fied as § 208-532-070, filed 9/6/00, effective 10/7/00; Order 23, § 50-32-
070, filed 8/14/73]

WAC 208-532-080 Agency records. With consider-
ation to the statutory requirements imposed upon an
approved agency of an alien bank by section 18 of the act, an
agency shall maintain controls and records relating to the
making of loans and guaranteeing obligations for the financ-
ing of the international movement of goods and services and
for all operational needs including working capital and short-
term operating needs and for the acquisition of fixed assets
to:

(a) Readily identify the customer and basis upon which
the loan or guaranty was granted;

(b) The purpose and terms of such loan or guaranty; and

(¢) The precise manner in which the business of the cus-
tomer is directly related to the international movement of
goods and services.

[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-18-103, recodi-

fied as § 208-532-080, filed 9/6/00, effective 10/7/00; Order 23, § 50-32-
080, filed 8/14/73.]

WAC 208-532-090 Reports—Required reports. Each
alien bank shall file the following periodic reports relating to
the financial condition of the office:

(1) Examination (audit) report by an accountant
approved by the director as of the last business day of the fis-
cal year as prescribed by section 14 of the act.

(2) Reports of resources and liahilities as required by
banks chartered by the state of Washington as prescribed by
RCW 30.08.180 and 30.08.190, together with proof of publi-
cation. An agency need not publish such reports.

(3) Annual report of income on calendar year basis as a
special report as required of banks chartered by the state of
Washington (RCW 30.08.190).

[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-18-103, amended

and recodified as § 208-532-090, filed 9/6/00, effective 10/7/00; Order 23, §
50-32-090, filed 8/14/73.]

WAC 208-532-100 Notice concer ning deposit insur-
ance. Every alien bank branch, the deposits of which are not
insured by the Federal Deposit Insurance Corporation, shall
display at its place of business in Washington a sign at least
seven inches by three inches at each window or place where
deposits are accepted stating that deposits are not insured by
the Federal Deposit Insurance Corporation. A statement may
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be included on the same sign to the effect that deposits of
U.S. domiciled depositors are partially protected by capital
maintained pursuant to RCW 30.42.120(1).

[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-18-103, recodi-

fied as § 208-532-100, filed 9/6/00, effective 10/7/00; Order 25, § 50-32-
100, filed 3/21/74.]

WAC 208-532-99001 Appendix |—Forms—Applica-
tion for certificate authorizing an alien bank to establish
and operate a branch in the state of Washington.

APPLICATION FOR CERTIFICATE AUTHORIZING
AN ALIEN BANK TO ESTABLISH AND
OPERATE A BRANCH IN THE STATE OF WASHINGTON

TO: Director of the Department of Financial Institutions
Division of Banks
Olympia, Washington 98504

The __(Applicant alien bank) , with its head office and
principal place of business located at _ (Domiciliary
Country) hereby initiates this application for certificate
authorizing the establishment and operation of abranch to be
located . ....... intheCityof . ..... ,Countyof ...... ,
State of Washington.

The _(Bank) , is incorporated, chartered or otherwise
authorized to conduct a banking business under the laws of

(Domiciliary Country) . We enclose a verified copy of the
resolution adopted by the bank's governing board, properly
sworn to before a U.S. Consular Official, authorizing the fil-
ing of this application and designating the officer(s) who is
(are) to sign this application and provide the material
required herein, authorizing the payment of fees required by
law or regulation, and designating the managing officer(s) of
the proposed branch. We enclose a bank draft for $1,500.00
to apply upon the statutory cost of investigation. If the cost of
investigation to be made exceeds $1,500.00 we agree to pay
such excess in accordance with WA C 208-512-040 together
with such other costs and fees as may be legally required by
statute or regulation.

Correspondence, instructions, requests for information,
reports, etc., should be addressed:

Proposed Branch

To expedite the statutory investigation the following infor-
mation, schedules, certifications, resume's, etc., are fur-
nished:

(a) Name of present Chief Executive Officer ........
and Name of the Secretary . . . ...

(b) The bank'sfiscal year ends. . . ...

(c) (English trandlation): Four certified copies of the
most recent edition of the bank's certificate of authority or
other legal authorization of your country to conduct a bank-
ing business and the bank's articles of incorporation.

(d) Date of certificate of authority or its equivalent under
which presently operating . . . . . .. and expiration date, or
duration, of the certificate of authority or its equivalent
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(e) Capital structure at end of last fiscal year: (i.e,
equity capital, surplus, undivided profits, unallocated or con-
tingency reserves).

(f) Two copies of last available statement of condition.

(g) Statement of object and purpose or purposes which
bank proposes to pursue in the transaction of businessin the
state of Washington.

(h) Copy of (English translation where applicable) laws
of domiciliary country under which applicant bank is orga-
nized which permits a bank with its principal place of busi-
ness in the state of Washington to establish in that foreign
country a branch, agency or similar operation. Attached to a
copy of such laws shall be either (a) an opinion of counsel (a
member of the bar in the foreign country under whose laws
the applicant is organized), including referencesto or extracts
from relevant statutes, if any, to the effect that abank with its
principal place of businessin the state of Washington may be
permitted to establish and maintain in such foreign country a
branch, agency or similar operation, or (b) a certificate of an
official of the applicant's country who is authorized under its
laws to issue a license to a bank with its principal place of
business in the state of Washington to maintain either a
branch or agency, to the effect heis so authorized.

(i) An opinion of counsel for the applicant (a member of
the bar in the foreign country under whose laws the applicant
is organized) to demonstrate that this application to establish
a branch is in compliance with local laws. Such opinion
should state that (a) the applicant's charter authorizes it to
carry on the business contemplated by the application, (b) the
applicant has conducted, and is now conducting, its business
as authorized by the charter and bylaws in compliance with
the laws of its country of incorporation, and (c) the making of
the application isin compliance with the laws of the country
of incorporation.

(j) Letter or certificate from banking authorities of domi-
ciliary country granting permission to the applicant to apply
for abranch in this state.

(k) Furnished herewith:

(1) Name, title and resume’ for each officer of the pro-
posed branch in Washington.

(2) Confidential financial statement for the managing
officer of the proposed branch in Washington.

() Deposit projections for the first three years of opera-
tions:

I. Highest deposit totals anticipated by end of first year
of operations of the proposed branch $. . . . . . .

Il. Highest deposit totals anticipated by end of second
year of operations of the proposed branch $. . . . . .

[11. Highest deposit totals anticipated by the end of the
third year of operations of the proposed branch $. . . . . . .

(m) Indicate whether éigible deposit liahilities of the
branch in the state of Washington will be covered by the
insurance protection of the Federal Deposit Insurance Corpo-
ration _(yesorno) .

(n) Outline of background information in support of
application.

(o) Copy of option or conditional lease on proposed
branch site.

(p) A verified or authenticated copy of the bank's
bylaws.
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EXECUTED &t ........ ,forthe _(Bank) ,this.... day
of ........ ,19...
(By the bank’s chief K e

executive officer)
(and the secretary of the K
banking corporation)

Bank Seal

* Please type name and official title under the signatures.

[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-18-103, amended
and recodified as § 208-532-99001, filed 9/6/00, effective 10/7/00; Order 23,
Appendix | (codified as WAC 50-32-99001), filed 8/14/73]

WAC 208-532-99002 Appendix |I—Forms—Appli-
cation for certificate authorizing an alien bank to estab-
lish and operate an agency in the state of Washington.

APPLICATION FOR CERTIFICATE AUTHORIZING
AN ALIEN BANK TO ESTABLISH AND
OPERATE AN AGENCY IN THE STATE OF WASHINGTON

TO: Director of the Department of Financial Institutions
Division of Banks
Olympia, Washington 98504

The __(Applicant alien bank)  with its head office and
principal place of business located _(Domiciliary Country)
hereby initiates this application for certificate authorizing the
establishment and operation of an agency to be located
........ intheCityof ......,Countyof........., State
of Washington.

The _(Bank) , is incorporated, chartered or otherwise
authorized to conduct a banking business under the laws of

(Domiciliary Country) . We enclose a verified copy of the
resolution adopted by the bank's governing board, properly
sworn to before a U.S. Consular Official, authorizing the fil-
ing of this application and designating the officer(s) who is
(are) to sign this application and provide the material
required herein, authorizing the payment of fees required by
law or regulation, and designating the managing officer(s) of
the proposed agency. We enclose a bank draft for $1,500.00
to apply upon the statutory cost of investigation. If the cost of
investigation to be made exceeds $1,500.00 we agree to pay
such excess in accordance with WA C 208-512-040 together
with such other costs and fees as may be legally required by
statute or regulation.

Correspondence, instructions, requests for information,
reports, etc., should be addressed:

Proposed Agency

To expedite the statutory investigation, the following infor-
mation, schedules, certifications, resume's, etc., are fur-
nished:

(a) Name of present chief executive officer........ and
name of the secretary . ... ..
(b) The bank's fiscal year ends ...... .
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(c) Four certified copies (English trandation where
applicable) of the most recent edition of the bank's certificate
of authority or other legal authorization of your country to
conduct a banking business and the bank's articles of incorpo-
ration.

(d) Date of certificate of authority or its equivalent under
which presently operating . . . . . . . and expiration date, or
duration, of the certificate of authority or its equivalent

(e Capltal structure at end of last fiscal year: (i.e,
equity capital, surplus, undivided profits, unallocated or con-
tingency reserves).

(f) Two copies of last available statement of condition.

(g) Statement of object and purpose or purposes which
bank proposes to pursue in the transaction of businessin the
state of Washington.

(h) Copy of (English translation where applicable) laws
of domiciliary country under which applicant bank is orga-
nized which permits a bank with its principal place of busi-
ness in the state of Washington to establish in that foreign
country a branch, agency of similar operation. Attached to a
copy of such laws shall be either (a) an opinion of counsel (a
member of the bar in the foreign country under whose laws
the applicant is organized), including referencesto or extracts
from relevant statutes, if any, to the effect that abank with its
principal place of businessin the state of Washington may be
permitted to establish and maintain in such foreign country a
branch, agency or similar operation, or (b) a certificate of an
official of the applicant's country who is authorized under its
laws to issue a license to a bank with its principal place of
business in the state of Washington to maintain either a
branch or agency, to the effect heis so authorized.

(i) An opinion of counsel for the applicant (a member of
the bar in the foreign country under whose laws the applicant
is organized) to demonstrate that this application to establish
an agency is in compliance with local laws. Such opinion
should state that (a) the applicant's charter authorizes it to
carry on the business contemplated by the application, (b) the
applicant has conducted, and is now conducting, its business
as authorized by the charter and bylaws in compliance with
the laws of its country of incorporation, and (c) the making of
the application isin compliance with the laws of the country
of incorporation.

(j) Letter or certificate from banking authorities of domi-
ciliary country granting permission to the applicant to apply
for an agency in this state.

(k) Furnished herewith:

(1) Name, title and resume’ for each officer of the pro-
posed agency in Washington.

(2) Confidential financial statement of the managing
officer of the proposed agency in Washington.

(1) Outline of background information in support of
application.

(m) Copy of option or conditional lease on proposed
agency site.

(n) A verified or authenticated copy of the bank's
bylaws.

EXECUTED & ........ , for the _(Bank) , this. ...
...... ,19. ..

(2009 Ed.)
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(By the bank's chief

executive officer) e
(and the secretary of the

banking entity) S
Bank Seal

* Please type name and official title under the signatures.

[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-18-103, amended
and recodified as § 208-532-99002, filed 9/6/00, effective 10/7/00; Order 23,
Appendix Il (codified as WAC 50-32-99002), filed 8/14/73.]

WAC 208-532-99003 Appendix Il l—Forms—Appli-
cation for certificate authorizing an alien bank to estab-
lish and operate a bureau in the state of Washington.

APPLICATION FOR CERTIFICATE AUTHORIZING
AN ALIEN BANK TO ESTABLISH AND
OPERATE A BUREAU IN THE STATE OF WASHINGTON

(To befiled in duplicate)

TO: Director of the Department of Financial Institutions
Division of Banks
Olympia, Washington 98504

The __(Applicant alien bank) , with its head office and
principal place of business located at _(Domiciliary
Country) , hereby initiates this application for certificate
authorizing the establishment and operation of abureau to be
located . ....... intheCityof ...... , County of .
State of Washington.

The _(Bank) is incorporated, chartered or otherwise
authorized to conduct a banking business under the laws of

(Domiciliary Country)

We enclose a verified copy of the resolution, adopted
...... by the bank's governing board, specifically empower-
ing its President (or Chief Executive Officer) and the bank's
Secretary (or equivalent officer) to execute this application,
pay the fees required by law or regulation, provide such
information and furnish such reports and enter into such
agreements as may be necessary.

Correspondence, instructions, and reguests for informa-
tion, reports, etc., should be addressed:

Proposed Bureau

To expedite the statutory investigation, the following infor-
mation, schedules, documents, €tc., are furnished:

(a) Name of present Chief Executive Officer. ... .. ..
and name of the Secretary. . ... ... .

(b) The bank'sfiscal yearends.. .. .....

(c) (English trandlation) Four certified cop|$ of most
recent edition of the bank's certificate of authority or other
legal authorization of your country to conduct an interna-
tional banking business and the bank's articles of incorpora-
tion.

(d) Date of certificate of authority or its equivalent under
which presently operating. . . .. ... and expiration date, or
duration, of the certificate of authority or its equivalent
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(e) Capital structure at end of last fiscal year: (i.e,
equity capital, surplus or rest accounts, undivided profits,
unallocated or contingency reserves).

(f) Two copies of last available statement of condition.

(g) Statement of object, purpose and activities which
bank proposes to pursue the establishment and operation of a
bureau in this state at the place designated herein.

Enclosed is a bank draft for $300.00 to apply upon the
statutory cost of investigation. If the cost of investigation to
be made exceeds $300.00, we agree to pay such excess in
accordance with WAC 208-512-040 together with such other
costs and fees as may be legally required by state or regula
tion.

......................... EXECUTED induplicate at
for the (Legal name of applicant bank) this.. ... day of..
oo, 1900

(By the chief

executive officer) e
(and the Secretary of the banking

corporation) S

Bank Seal

*Please type name and official title under the signatures.

[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-18-103, amended
and recodified as § 208-532-99003, filed 9/6/00, effective 10/7/00; Order 23,
Appendix 11 (codified as WAC 50-32-99003), filed 8/14/73]

Chapter 208-536 WAC

ADMINISTRATION OF TRUST COMPANIES—

INVESTMENTS, ETC.
(Formerly chapter 50-36 WAC)

WAC

208-536-010 Definitions.

208-536-020 Administration of fiduciary powers.

208-536-030 Audit of the trust department.

208-536-040 Collective investment funds—Funds authorized.

208-536-050 Collective investment funds—Administration of funds.

208-536-060 Collective investment funds—Valuation of assets,
admissions and withdrawals.

208-536-070 Collective investment funds—Audit.

208-536-080 Collective investment funds—Financial reports.

208-536-090 Collective investment funds—Investments and adminis-
tration.

208-536-100 Organization and management fees.

208-536-110 Certificate of interest.

208-536-120 Remedy of mistake made in good faith.

WAC 208-536-010 Definitions. For purposes of this
chapter, the following words are defined as:

(1) "Fiduciary powers' means the power to act in any
fiduciary capacity authorized by the state of Washington
including, but not limited to, trustee, executor, administrator,
registrar of stocks and bonds, guardian of estates, assignee,
receiver, agent, custodian, investment adviser, if the trust
company receives a fee for its investment advice, escrow
agent, corporate bond paying and transfer agent, escrow
holder, managing agent, depositary, committee of estates of
incompetents, and any capacity in which the trust company
possesses investment discretion on behalf of another.

(2) "Trust department” means that group or groups of
officers and employees of a trust company organized under
the supervision of officers or employees to whom are desig-
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nated by the board of directors the performance of the fidu-
ciary responsibilities of the trust company, whether or not the
group or groups are so hamed.

(3) "Agency" means the fiduciary relationship in which
title to the property congtituting the agency does not pass to
the trust institution but remains in the owner of the property,
who is known as the principal, and in which the agent is
charged with certain specific duties with respect to the prop-
erty.

(4) "Agency coupled with an interest" means an agency
in which the agent has a legal interest in the subject matter.
Such an agency is not terminated automatically, as are other
agencies, by the death of the principal but continue in effect
until the agent can realize upon itslegal interest.

(5) "Managing agent" means the fiduciary relationship
assumed by atrust company upon the creation of an account
which names the trust company as agent and confers invest-
ment discretion upon the trust company.

(6) "Trust company" as used herein shall aso include
banks which are authorized to exercise trust powers.

[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, recodi-
fied as § 208-536-010, filed 8/22/00, effective 9/22/00. Statutory Authority:

RCW 43.320.010, 43.329.040 and 30.04.030. 99-01-119, § 50-36-010, filed
12/18/98, effective 1/18/99; Order 22, § 50-36-010, filed 8/14/73.]

WAC 208-536-020 Administration of fiduciary pow-
ers. (1)(a) Theboard of directorsisresponsiblefor the proper
exercise of fiduciary powers by the trust company. All mat-
ters pertinent thereto, including the determination of policies,
the investment and disposition of property held in afiduciary
capacity, and the direction and review of the actions of all
officers, employees, and committees utilized by the trust
company in the exercise of its fiduciary powers, are the
responsibility of the board. In discharging this responsihility,
the board of directors may assign, by action duly entered in
the minutes, the administration of such of the trust company's
fiduciary powers as it may consider proper to assign to such
director(s), officer(s), employee(s) or committee(s) as it may
designate.

(b) No fiduciary account shall be accepted without the
prior approval of the board, or of the director(s), officer(s) or
committee(s) to whom the board may have designated the
performance of that responsibility. A written record shall be
made of such acceptances and of the relinquishment or clos-
ing out of al fiduciary accounts. Upon the acceptance of an
account for which the trust company has investment respon-
sibilities a prompt review of the assets shall be made. The
board shall also ensure that at least once during every calen-
dar year thereafter, all the assets held in or for each fiduciary
account where the bank has investment responsibilities are
reviewed to determine the advisability of retaining or dispos-
ing of such assets.

(2) All officers and employees taking part in the opera-
tion of the trust department shall be adequately bonded.

(3) Every qualified fiduciary subject to this regulation
and exercising fiduciary powers in this state shall designate,
employ or retain legal counsel who shall be readily available
to pass upon fiduciary matters and to advise the trust com-
pany and itstrust department.

(4)(a) The trust department may utilize personnel and
facilities of other departments of the trust company or its
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affiliates, and other departments of the trust company may
utilize the personnel and facilities of the trust department or
its affiliates only to the extent not prohibited by law and as
long as the separate identity of the trust department is pre-
served.

(b) Agency agreements. Pursuant to awritten agreement,
a trust company exercising fiduciary powers may perform
services related to the exercise of fiduciary powers for
another trust company or other entity, and may purchase ser-
vicesrelated to the exercise of fiduciary powers from another
trust company or other entity.

(5) Fiduciary records shall be kept separate and distinct
from other records of the trust company and maintained in
compliance with the provisions of RCW 30.04.240. All fidu-
ciary records shall be kept and retained for such time as to
enable the fiduciary to furnish such information or reports
with respect thereto as may be required by the director.

(6) Every such fiduciary shall keep an adequate record of
all pending litigation to which it is a party in connection with
its exercise of fiduciary powers.

[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, amended
and recodified as § 208-536-020, filed 8/22/00, effective 9/22/00. Statutory
Authority: RCW 43.320.010, 43.329.040 and 30.04.030. 99-01-119, § 50-

36-020, filed 12/18/98, effective 1/18/99; Order 22, § 50-36-020, filed
8/14/73]

WAC 208-536-030 Audit of the trust department. A
committee of directors, exclusive of any active officers of the
trust company, shall at least once during each calendar year
make suitable audits of the trust department or cause suitable
audits to be made by auditors responsible only to the board of
directors, and at such time shall ascertain whether the depart-
ment has been administered in accordance with law, this reg-
ulation and sound fiduciary principles. The board of directors
may elect, in lieu of such periodic audits, to adopt an ade-
guate continuous audit system. A report of the audits and
examination required under this section, together with the
action taken thereon, shall be noted in the minutes of the
board of directors.

[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, recodi-
fied as § 208-536-030, filed 8/22/00, effective 9/22/00. Statutory Authority:

RCW 43.320.010, 43.329.040 and 30.04.030. 99-01-119, § 50-36-030, filed
12/18/98, effective 1/18/99; Order 22, § 50-36-030, filed 8/14/73.]

WAC 208-536-040 Collective investment funds—
Funds authorized. Any trust company qualified to act as
fiduciary in this state may establish common trust funds
(referred to in this regulation as "collective investment
funds") for the purpose of furnishing investmentsto itself as
fiduciary, or to itself and others, as co-fiduciaries, and may,
as such fiduciary or co-fiduciary, invest funds which it law-
fully holds for investment in interests in such common trust
funds, if such investment is not prohibited by the instrument,
judgment, decree, or order creating such fiduciary relation-
ship, and if, in the case of co-fiduciaries, the trust company
procures the consent of its co-fiduciary or co-fiduciaries to
such investment, and provided such investment is not in con-
travention with the provisions of chapter 30.24 RCW:

(8 In acommon trust fund maintained by the trust com-
pany exclusively for the collective investment and reinvest-
ment of moneys contributed thereto by the trust company in
its capacity as trustee, executor, administrator, or guardian.
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(b) In a fund consisting solely of assets of retirement,
pension, profit sharing, stock bonus or other trusts which are
exempt from federal income taxation under the Internal Rev-
enue Code.

[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, recodi-

fied as § 208-536-040, filed 8/22/00, effective 9/22/00; Order 22, § 50-36-
040, filed 8/14/73.]

WAC 208-536-050 Collective investment funds—
Administration of funds. Collective investments of funds or
other property held by such qualified fiduciary (and referred
to in this paragraph as " collective investment funds") shall be
administered as follows:

(1) Each collective investment fund shall be established
and maintained in accordance with awritten plan (referred to
herein as the plan) which shall be approved by aresolution of
the trust company's board of directors or by a committee
authorized by the board and filed with the director of the
department of financial institutions. The plan shall contain
appropriate provisions not inconsistent with the rules and
regulations of the director of the department of financial
institutions as to the manner in which the fund is to be oper-
ated, including provisions relating to the investment powers
and a general statement of the investment policy of the trust
company with respect to the fund; the allocation of income,
profits and losses; the terms and conditions governing the
admission or withdrawal of participations in the fund; the
auditing of accounts of the bank with respect to the fund; the
basis and method of valuing assets in the fund, setting forth
specific criteria for each type of asset; the minimum fre-
guency for valuation of assets of the fund; the period follow-
ing each such valuation date during which the valuation may
be made (which period in usual circumstances should not
exceed 10 business days); the basis upon which the fund may
be terminated; and such other matters as may be necessary to
define clearly the rights of participantsin the fund. A copy of
the plan shall be available at the principal office of the trust
company for inspection during al banking hours, and upon
request a copy of the plan shall be furnished to any person.

(2) Property held by a bank in its capacity as trustee of
retirement, pension, profit sharing, stock bonus, or other
trusts which are exempt from federal income taxation under
any provisions of the Internal Revenue Code may be invested
in collective investment funds established under the provi-
sions of subparagraph (a) or (b) of WAC 208-536-040, sub-
ject to the provisions herein contained pertaining to such
funds, and may qualify for tax exemption pursuant to section
584 of the Internal Revenue Code. Assets of retirement, pen-
sion, profit sharing, stock bonus, or other trusts which are
exempt from federal income taxation by reason of being
described in section 401 of the code may be invested in col-
lective investment funds established under the provisions of
subparagraph (b) of WAC 208-536-040, if the fund qualifies
for tax exemption under Revenue Ruling 56-267 and follow-
ing rulings.

(3) All participants in the collective investment fund
shall be on the basis of a proportionate interest in all of the
assets. In order to determine whether the investment of funds
received or held by atrust company as fiduciary in a partici-
pation in a collective investment fund is proper, the trust
company may consider the collective investment fund as a
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whole and shall not, for example, be prohibited from making
such investment because any particular asset is nonincome
producing.

[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, amended
and recodified as § 208-536-050, filed 8/22/00, effective 9/22/00. Statutory
Authority: RCW 43.320.010, 43.329.040 and 30.04.030. 99-01-119, § 50-

36-050, filed 12/18/98, effective 1/18/99; Order 22, § 50-36-050, filed
8/14/73]

WAC 208-536-060 Collective investment funds—
Valuation of assets, admissions and withdrawals. (1) Not
less frequently than once during each period of 3 months a
trust company administering a collective investment fund
shall determine the value of the assets in the fund as of the
date set for the valuation of assets. No participation shall be
admitted to or withdrawn from the fund except: (a) On the
basis of such valuation, and (b) as of such valuation date, (c)
no participation shall be admitted to or withdrawn from the
fund unless awritten request for or notice of intention of tak-
ing such action shall have been entered on or before the valu-
ation date in the fiduciary records of the trust company and
approved in such manner as the board of directors shall pre-
scribe, and (d) no requests or notice may be canceled or coun-
termanded after the valuation date. However, in the case of a
fund that is invested primarily in real estate or other assets
that are not readily marketable, the value of the fund's assets
shall be determined at least once each year.

(2) When participations are withdrawn from a collective
investment fund, distributions may be madein cash or ratably
inkind, or partly in cash and partly in kind, provided that all
distributions as of any one valuation date shall be made on
the same basis.

(3) If for any reason an investment is withdrawn in kind
from a collective investment fund for the benefit of all partic-
ipants in the fund at the time of such withdrawal and such
investment is not distributed ratably in kind, it shall be segre-
gated and administered or realized upon for the benefit rat-
ably of al participantsin the collectiveinvestment fund at the
time of withdrawal.

(4) Any trust company administering a collective invest-
ment fund shall have the responsibility of maintaining in cash
and readily marketable investments such part of the assets of
the fund as shall be deemed to be necessary to provide ade-
quately for the needs of participants and to prevent inequities
between such participants, and if prior to any admissions to
or withdrawals from afund the trust company shall determine
that after effecting the admissions and withdrawals which are
to be made less than 40 percent of the value of the remaining
assets of the collective investment fund would be composed
of cash and readily marketable investments, no admissionsto
or withdrawals from the fund shall be permitted as of the val-
uation date upon which such determination is made: Pro-
vided, That ratable distribution upon all participations shall
not be so prohibited in any case.

[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, recodi-
fied as § 208-536-060, filed 8/22/00, effective 9/22/00. Statutory Authority:

RCW 43.320.010, 43.329.040 and 30.04.030. 99-01-119, § 50-36-060, filed
12/18/98, effective 1/18/99; Order 22, § 50-36-060, filed 8/14/73.]

WAC 208-536-070 Collective investment funds—
Audit. A trust company administering a collective invest-
ment fund shall at |east once during each period of 12 months
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cause an adequate audit to be made of the collective invest-
ment fund by auditors responsible only to the board of direc-
tors of thetrust company. In the event such audit is performed
by independent public accountants, the reasonable expenses
of such audit may be charged to the collective investment
fund.

[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, recodi-

fied as § 208-536-070, filed 8/22/00, effective 9/22/00; Order 22, § 50-36-
070, filed 8/14/73.]

WAC 208-536-080 Collective investment funds—
Financial reports. (1) A trust company administering a col-
lective investment fund shall at |east once during each period
of 12 months prepare a financial report of the fund which
shall be filed with the director of the department of financial
institutions within 90 days after the end of the fund's fiscal
year. This report, based upon the above audit, shall contain a
list of investments in the fund showing the cost and current
market value of each investment; a statement for the period
since the previous report showing purchases, with cost; sales,
with profit or loss and any other investment changes; income
and disbursements; and an appropriate notation as to any
investments in default.

(2) Thefinancia report may include a description of the
fund's value on previous dates, as well asitsincome and dis-
bursements during previous accounting periods. No predic-
tions or representations as to future results may be made. In
addition, as to funds described in WAC 208-536-040, neither
thereport nor any other publication of the trust company shall
make reference to the performance of funds other than those
administered by the trust company.

(3) A copy of the financial report shall be furnished, or
notice shall be given that a copy of such report is available
and will be furnished without charge upon request, to each
person to whom a regular periodic accounting would ordi-
narily be rendered with respect to each parti cipating account.
A copy of such financial report may be furnished to prospec-
tive customers. The cost of printing and distribution of these
reports will be borne by the trust company. In addition, a
copy of the report shall be furnished upon request to any per-
son for areasonable charge. Thefact of the availability of the
report for any fund described in WAC 208-536-040 may be
given publicity solely in connection with the promotion of
the fiduciary services of the trust company.

(4) Except as herein provided, the trust company shall
not advertise or publicize its collective investment fund(s);
provided, however, that publication in a newspaper, periodi-
cal, or other medium of the net asset value of collective
investment fund(s) for which a daily net asset value is avail-
able, shall not be considered an advertisement or publication
prohibited by this section. Restraint is required in fiduciary
advertisements to preclude the violation of securities laws
including the Mutual Fund Reform Act.

[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, amended
and recodified as § 208-536-080, filed 8/22/00, effective 9/22/00. Statutory
Authority: RCW 43.320.010, 43.329.040 and 30.04.030. 99-01-119, § 50-

36-080, filed 12/18/98, effective 1/18/99; Order 22, § 50-36-080, filed
8/14/73]

WAC 208-536-090 Collective investment funds—
Investments and administration. (1) A trust company
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administering a collective investment fund shall have the
exclusive management thereof, except as a prudent person
might delegate responsibilities to others.

(2) No trust company shall have any interest in a collec-
tive investment fund other than in its fiduciary capacity.
Except for temporary net cash overdrafts or as otherwise spe-
cifically provided herein, it may not lend money to a fund,
sell property to, or purchase property from afund. No assets
of a collective investment fund may be invested in stock or
obligations, including time or savings deposits, of the bank or
any of its affiliates: Provided, That such deposits may be
made of funds awaiting investment or distribution. Subject to
all other provisions of this part, funds held by atrust company
as fiduciary for its own employees may be invested in a col-
lective investment fund.

(3) A trust company may not make any loan on the secu-
rity of a participation in afund. If because of a creditor rela-
tionship or otherwise the trust company acquires an interest
in a participation in a fund, the participation shall be with-
drawn on the first date on which such withdrawal can be
effected. However, in no case shall an unsecured advance
until the time of the next valuation date to an account holding
a participation be deemed to constitute the acquisition of an
interest by the bank.

(4) Any trust company administering a collective invest-
ment fund may purchase for its own account from such fund
any devaluated fixed income investment held by such fund, if
in the judgment of the board of directors the cost of segrega-
tion of such investment would be greater than the difference
between its market value and its principal amount plus inter-
est and penalty charges due. If the trust company electsto so
purchase such investment, it must do so at its market value or
at the sum of cost, accrued unpaid interest, and penalty
charges, whichever is greater.

(5) Except in the case of collective investment funds
described in paragraph (b) of WAC 208-536-040:

(a) No funds or other property shall be invested in a par-
ticipation in acollective investment fund if asaresult of such
investment the participant would have an interest aggregating
in excess of 10 percent of the then market value of the fund:
Provided, That in applying this limitation if two or more
accounts are created by the same person or persons and as
much as one-half of the income or principal of each account
is payable or applicable to the use of the same person or per-
sons, such accounts shall be considered as one;

(b) No investment for a collective investment fund shall
be made in stocks, bonds, or other obligations of any closely
held corporation, as may be determined by the director of the
department of financial institutions, or, of any one person,
firm, or corporation if asaresult of such investment the total
amount invested in stocks, bonds, or other obligations issued
or guaranteed by such person, firm, or corporation would
aggregate in excess of 10 percent of the then market value of
the fund: Provided, That this limitation shall not apply to
investments in direct obligations of the United States or its
agencies or other obligations fully guaranteed by the United
States or its agencies as to principal and interest: And Pro-
vided Further, That this limitation shall not apply to invest-
ments in securities of, or other interests in, an open-end or
closed-end management type investment company or invest-
ment trust registered under the Federal Investment Company
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Act of 1940, as now or hereafter amended, if both of the fol-
lowing conditions are met:

(i) The portfolio of the investment company or invest-
ment trust is limited to such obligations of, or fully guaran-
teed by, the United States or its agencies and to repurchase
agreements fully collateralized by such obligations; and

(if) The investment company or investment trust takes
delivery of the collateral for any repurchase agreement either
directly or through an authorized custodian;

(6) In addition to the investments permitted under WAC
208-536-040, funds or other property received or held by a
trust company as fiduciary may be invested collectively, to
the extent not prohibited by law, as follows:

(a) In shares of amutual trust investment company, orga-
nized and operated pursuant to a statute that specifically
authorizes the organization of such companies exclusively
for the investment of funds held by corporate fiduciaries,
commonly referred to asa "bank fiduciary fund.”

(b) Inasingle real estate loan, a direct obligation of the
United States, or an obligation fully guaranteed by the United
States, or in a single fixed amount security, obligation or
other property, either real, personal or mixed, of a single
issue: Provided, That the trust company owns no participa-
tion in theloan or obligation and has no interest in any invest-
ment therein except in its capacity as fiduciary.

(c) In acommon trust fund maintained by the trust com-
pany for the collective investment of cash balances received
or held by atrust company in its capacity astrustee, executor,
administrator, or guardian, which the trust company consid-
ers to be individually too small to be invested separately to
advantage. The total investment for such fund must not
exceed $1,000,000; the number of participating accounts is
limited to 100, and no participating account may have an
interest in the fund in excess of $1,000,000: Provided, That
in applying these limitations if two or more accounts are cre-
ated by the same person or persons and as much as one-half
of the income or principal of each account is presently pay-
able or applicable to the use of the same person or persons,
such account shall be considered asone: And Provided, That
no fund shall be established or operated under this subpara-
graph for the purpose of avoiding the provisions of chapter
208-536 WAC.

(d) In any investment specifically authorized by court
order, or authorized by the instrument creating the fiduciary
relationship, in the case of trusts created by a corporation, its
subsidiaries or affiliates or by several individual settlors who
are closely related: Provided, That such investment is not
made under this subparagraph for the purpose of avoiding
any provision of thisregulation, in particular, but not limited
to the provisions beginning with new section WAC 208-536-
040.

(e) In such other manner as shall be approved in writing
by the director of the department of financial institutions.

[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, amended
and recodified as § 208-536-090, filed 8/22/00, effective 9/22/00. Statutory
Authority: RCW 43.320.010, 43.329.040 and 30.04.030. 99-01-119, § 50-
36-090, filed 12/18/98, effective 1/18/99. Statutory Authority: RCW 30.04.-
030. 90-07-011, § 50-36-090, filed 3/13/90, effective 4/13/90; Order 22, §
50-36-090, filed 8/14/73.]
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WAC 208-536-100 Organization and management
fees. (1) A trust company administering a collective invest-
ment fund may charge reasonable expenses incurred in oper-
ating the collective investment fund but shall absorb the costs
of establishing or reorganizing a collective investment fund.

(2) The trust company may charge a fee for the manage-
ment of the collective investment fund provided (a) the feeis
permitted under applicable law (and complies with fee dis-
closure requirements, if any) in the state in which the trust
company maintains the fund; and (b) the amount of the fee
does not exceed an amount commensurate with the value of
legitimate services of tangible benefit to the participating
fiduciary accounts that would not have been provided to the
accounts were they not invested in the fund.

(3)(@) The reasonable expenses incurred in servicing
mortgages held by a collective investment fund may be
charged against the income account of the fund and paid to
servicing agents, including the trust company administering
the fund.

(b) A trust company may (but shall not be required to)
transfer up to 5 percent of the net income derived by a collec-
tive investment fund from mortgages held by such fund dur-
ing any regular accounting period to areserve account: Pro-
vided, That no such transfers shall be made which would
cause the amount in such account to exceed 1 percent of the
outstanding principal amount of all mortgages held in the
fund. The amount of such reserve account, if established,
shall be deducted from the assets of the fund in determining
the fair market value of the fund for the purposes of admis-
sions and withdrawals.

(c) At the end of each accounting period, all interest pay-
ments which are due but unpaid with respect to mortgagesin
the fund shall be charged against such reserve account to the
extent available and credited to income distributed to partici-
pants. In the event of subsequent recovery of such interest
payments by the fund, the reserve account shall be credited
with the amount so recovered.

[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, recodi-
fied as 8 208-536-100, filed 8/22/00, effective 9/22/00. Statutory Authority:
RCW 43.320.010, 43.329.040 and 30.04.030. 99-01-119, § 50-36-100, filed
12/18/98, effective 1/18/99; Order 22, § 50-36-100, filed 8/14/73.]

WAC 208-536-110 Certificate of interest. No trust
company administering a collective investment fund shall
issue any certificate or other document evidencing a direct or
indirect interest in such fund in any form, except to provide a
withdrawing account with an interest in a segregated invest-
ment.

[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, recodi-
fied as § 208-536-110, filed 8/22/00, effective 9/22/00. Statutory Authority:
RCW 43.320.010, 43.329.040 and 30.04.030. 99-01-119, § 50-36-110, filed
12/18/98, effective 1/18/99; Order 22, § 50-36-110, filed 8/14/73.]

WAC 208-536-120 Remedy of mistake made in good
faith. No mistake made in good faith and in the exercise of
due care in connection with the administration of a collective
investment fund shall be deemed to be aviolation of this part
if promptly after the discovery of the mistake the trust com-
pany takes whatever action may be practicablein the circum-
stances to remedy the mistake.
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[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, recodi-
fied as § 208-536-120, filed 8/22/00, effective 9/22/00; Order 22, § 50-36-
120, filed 8/14/73]

Chapter 208-544 WAC

SCHEDULE OF COSTS OF EXAMINATIONS
(Formerly chapter 50-44 WAC)

WAC

208-544-005 Determination of collection method—Principles.

208-544-010 Collection of examination costs—Collection method.

208-544-020 Semiannual asset charge—A ssessment.

208-544-025 Fees paid by interstate banks.

208-544-030 Hourly fees and charges—Regular, including extraordi-

nary examination and specia examinations.
208-544-039 Charges and fees effective October 6, 2008.
208-544-060 Banking fund—Minimum cash balance.
DISPOSITION OF SECTIONSFORMERLY

CODIFIED IN THISCHAPTER

208-544-037 Charges and fees effective June 25, 1999. [Statutory
Authority: RCW 30.04.030 and 43.320.040. 01-06-024,
§ 208-544-037, filed 2/27/01, effective 3/30/01; 00-17-
141, recodified as § 208-544-037, filed 8/22/00, effec-
tive 9/22/00. Statutory Authority: RCW 30.04.030,
30.04.070, 30.08.095, 33.04.025 and 43.320.040. 99-
10-024, § 50-44-037, filed 4/28/99, effective 6/25/99.]
Repealed by 01-12-003, filed 5/23/01, effective 7/1/01.
Statutory Authority: RCW 30.04.030, 33.04.025,
43.320.040.

208-544-050 Limitations on assessments. [Statutory Authority:

RCW 30.04.030 and 43.320.040. 00-17-141, amended
and recodified as § 208-544-050, filed 8/22/00, effective
9/22/00. Statutory Authority: RCW 30.04.070 and
30.08.095. 91-18-054, § 50-44-050, filed 8/30/91, effec-
tive 9/30/91; 90-12-007, § 50-44-050, filed 5/25/90,
effective 6/25/90.] Repealed by 01-12-003, filed
5/23/01, effective 7/1/01. Statutory Authority: RCW
30.04.030, 33.04.025, 43.320.040.

WAC 208-544-005 Determination of collection
method—Principles. When determining a revision to the
collection method, the director shall consider but not be lim-
ited to the following principles.

(1) The revenue to be collected shall be sufficient to
allow the division of banksto achieve its statutory mission to
examine institutions within all required time periods.

(2) Regulatory costs shall be apportioned in a manner
consistent with the state of Washington's overall policy com-
mitments to rural and economically distressed areas, promot-
ing the delivery of financial servicesto those aress.

(3) No industry or institution shall bear a disproportion-
ate share of regulatory costs.

(4) There shall be a significant correlation between
assessments and examination costs across institutions.

(5) The division of banks shall have sufficient resources
to maintain a competent and motivated staff.

(6) Such other principles as the director may deem rele-
vant.

[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, amended
and recodified as § 208-544-005, filed 8/22/00, effective 9/22/00. Statutory

Authority: RCW 30.04.070 and 30.08.095. 91-18-054, § 50-44-005, filed
8/30/91, effective 9/30/91.]

WAC 208-544-010 Collection of examination costs—
Collection method. The requirement of RCW 30.04.070 and
30.08.095 that the director collect from each bank, mutual
savings bank, stock savings bank, trust company, or indus-
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trial loan company, the costs of the division, shall be met in
accordance with the procedures established in this chapter.
Costs shall be recouped by the following methods. Semian-
nual asset chargesin order to recoup nondirect bank examina-
tion related expenses (RCW 30.08.095, giving the director
the authority to charge for other services rendered), and an
hourly charge for the estimated actual cost of examination
determined by a rate specified herein times the number of
hours spent by division personnel in regular or extraordinary
examinations.

[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, amended
and recodified as § 208-544-010, filed 8/22/00, effective 9/22/00. Statutory
Authority: RCW 30.04.070 and 30.08.095. 90-12-007, § 50-44-010, filed
5/25/90, effective 6/25/90. Statutory Authority: RCW 30.04.030. 83-20-072
(Order 55), § 50-44-010, filed 10/3/83; 82-24-074 (Order 48), § 50-44-010,
filed 12/1/82. Statutory Authority: RCW 34.04.070. 82-02-037 (Order 45),
§ 50-44-010, filed 12/31/81.]

WAC 208-544-020 Semiannual asset charge—
Assessment. A semiannual charge for assets will be used to
recoup nondirect bank examination related expenses (RCW
30.08.095). The semiannual charge for assets will be com-
puted upon the asset value reflected in the most recent report
of condition. The rate of such charge shall be as set forth in
the following schedules:

(1) Commercial banks, mutual savings banks, and stock
savings banks.

The rate of such charge shall be based on the total asset
value as reflected in the report of condition due for that
period provided, the director may adjust such rates if the
director determines that a disproportionate amount of reve-
nue is being collected by such rate. In no event shall the
amount of revenue collected from any one bank exceed one
hundred thirty-three thousand four hundred ninety dollars per
assessment period.

If the bank’s total assets are: The assessment is:

Of

But not This Excess

Over Over Amount Plus Over

Million Million Million

0 500 0 .00001408 0

500 1000 7040 .0000135 500

1000 —_— 13,790 .0000133 1000
(2) Alien banks.

The rate of such charge shall be .000035189 of the total
asset value as reflected in the report of condition due for that
period provided, the director may adjust such rateif the direc-
tor determines that a disproportionate amount of revenue is
being collected by such rate.

(3) The director's office shall forward by United States
mail anoticeto each financial institution showing the manner
of calculating the asset charge due and a worksheet for such
purposes. The notices shall be mailed each June and Decem-
ber.The asset charge shall be calculated by the financial insti-
tution and forwarded to the division of banks with the appli-
cable report. A completed copy of the worksheet shall be
included with the assessment. An additional two hundred dol-
lar penalty shall be assessed if the amount is not paid by the
time such report of condition or notice of assessment is due.
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[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, amended
and recodified as § 208-544-020, filed 8/22/00, effective 9/22/00. Statutory
Authority: RCW 43.320.010, 43.329.040 and 30.04.030. 96-04-022, § 50-
44-020, filed 1/30/96, effective 3/1/96. Statutory Authority: RCW
30.04.070 and 30.08.095. 91-18-054, § 50-44-020, filed 8/30/91, effective
9/30/91; 90-12-007, § 50-44-020, filed 5/25/90, effective 6/25/90. Statutory
Authority: RCW 30.04.030 and 31.04.150. 89-09-004 (Order 77), § 50-44-
020, filed 4/6/89. Statutory Authority: RCW 30.04.030. 83-20-072 (Order
55), § 50-44-020, filed 10/3/83; 82-24-074 (Order 48), § 50-44-020, filed
12/1/82. Statutory Authority: RCW 34.04.070. 82-02-037 (Order 45), § 50-
44-020, filed 12/31/81.]

WAC 208-544-025 Fees paid by inter state banks. (1)
Semiannual asset charge. On December 31, 2008, and
thereafter, asemiannual asset charge shall be assessed against
any state bank, as defined in 12 U.S.C. sec. 1813(a), that is
chartered in Washington state and operates branches in
Washington and any other state, which shall not exceed the
semiannual asset charge established in WAC 208-544-020.

(2) The assets subject to assessment for banks chartered
by any other state, pursuant to WAC 208-544-020(1) and
authorized by a signed cooperative agreement between the
state bank supervisors of the home and host states, shall be
determined as follows: Divide the number of branchesin
Washington by the total number of branches in all states
including Washington and multiply the result by the asset
value reflected in the most recent report of condition.

(3) Other fees. All other fees that normally apply to
Washington-chartered banks under WA C 208-544-030 and
208-512-045 shall also be paid by banks chartered in other
states.

[Statutory Authority: 2008 ¢ 285, RCW 30.04.030, [30.04.]070, 43.320.040.
08-18-079, § 208-544-025, filed 9/3/08, effective 10/6/08. Statutory Author-
ity: RCW 30.04.030 and 43.320.040. 01-06-024, § 208-544-025, filed
2/27/01, effective 3/30/01; 00-17-141, recodified as § 208-544-025, filed
8/22/00, effective 9/22/00. Statutory Authority: RCW 43.320.010,

43.329.040 and 30.04.030. 96-04-022, § 50-44-025, filed 1/30/96, effective
3/1/96.]

WAC 208-544-030 Hourly fees and char ges—Regu-
lar, including extraordinary examination and special
examinations. Each bank, mutual savings bank, trust com-
pany, alien bank, or industrial loan company shall pay to the
director the following fees:

(1) For regular examinations, including extraordinary
examinations for the express purpose of examining unusual
conditions or circumstances, including extensions of regular
examinations wherein conditions may warrant extension of
time required in the examination beyond normal allotted time
and such other reviews as determined by the director; sixty-
five dollars per hour. The director may charge the actual cost
of examinations performed under personal service contracts
by third parties.

(2) For electronic data processing examination, trust
examination, or other examination requiring specialized
expertise, ninety dollars per hour. Electronic data processing
centers and trust companies are exempt from the asset assess-
ment provisions of WAC 208-544-020(1) if such centers or
companies are not a part of the assets of the bank as reported
in the report of condition.

(3) The director shall submit a statement for the forego-
ing charges following the completion of any applicable
examination, and the charges shall be paid not later than
thirty days after submission of such statement.
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(4) These charges shall become effective for invoicing

that occurs after the effective date of thisrule, provided such
invoicing relates to examinations occurring on or after July 1,
1991.
[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, amended
and recodified as § 208-544-030, filed 8/22/00, effective 9/22/00. Statutory
Authority: RCW 30.04.070 and 30.08.095. 91-18-054, § 50-44-030, filed
8/30/91, effective 9/30/91; 90-12-007, § 50-44-030, filed 5/25/90, effective
6/25/90. Statutory Authority: RCW 30.12.060. 85-19-052 (Order 62), § 50-
44-030, filed 9/13/85. Statutory Authority: RCW 34.04.070. 82-02-037
(Order 45), § 50-44-030, filed 12/31/81]

WAC 208-544-039 Charges and fees effective Octo-
ber 6, 2008. (1) Effective October 6, 2008, the rate of charges
and fees under WAC 208-512-045, 208-544-020 and 208-
544-030 shall be asfollows:

(8 WAC 208-512-045 (1)(c) and (d) - The fee shall be
$100.00 for the issuance and filing of certificates.

(b) WAC 208-512-045 (1)(e) - The fee shall be 50 cents
per page.

(c) WAC 208-512-045(2) - The fee shall be $111.64 per
employee hour expended.

(d) WA C 208-544-020(1) - Therates shall be the follow-
ing:

If total assets are: The assessment is:

But not This Of Excess

Over Over Amount Plus Over
Million Million Million
0 500 0 0.000017464 0
500 1,000 8,373 0.000016746 500
1,000 10,000 17,105 0.000016495 1,000
10,000 —— 165,562 .000 10,000

(e) WAC 208-544-020(2) - The rate shall be 0.04005.

(f) WAC 208-544-030(1) - The fee shall be $80.60 per
hour.

(g) WAC 208-544-030(2) - The fee shall be $111.64 per
hour.

(2) The director may waive any or all of the charges
and/or fees imposed under this section, in whole or in part,
when he or she determines that both of the following factors
are present:

(& The banking program fund exceeds the projected
acceptable minimum fund balance level approved by the
office of financial management (OFM); and

(b) That such course of action would be fiscally prudent.

(3)(a) If the charges and fees assessed under WA C 208-
544-020(1) relating to a semiannual asset charge and WAC
208-544-030(1) relating to the hourly examination fee exceed
ninety-five percent of the charges and fees applicable for a
two-year period of the comparable federal chartering regula-
tor (CFCR) or its successor then the charges and fees paid in
excess of such amount shall be rebated to the institution pur-
suant to (d) of this subsection unless abated by the director as
provided in (e) of this subsection.

(b) For purposes of determining rebate entitlement, the
total of semiannual asset charges and examination fees will
be determined by adding the monthly average semiannual
asset charge and the monthly average examination feefor any
twenty-four month period beginning on or after July 1, 2000.
The monthly average semiannual asset charge is determined
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by dividing the semiannual asset charges by six and applying
the monthly average to the previous six months. The monthly
average examination fee is determined by dividing the exam-
ination fee for each examination during the averaging period
by the number of months between each such examination and
the previous examination as determined by the date of the
examinations and applying the monthly average to those
months. The CFCR charge is determined in the same manner.
Under no circumstances will an institution be permitted to
calculate arebate based on a period of time that wasincluded,
in whole or in part, in the calculation of another rebate under
this section.

(c) The rebate is determined by the difference between
the sum of the applicable monthly average state charges and
fees for the twenty-four month period minus ninety-five per-
cent of the sum of the applicable monthly average CFCR
charges and fees for the same period, as each are determined
in (b) of this subsection.

(d) Entitlement of the rebate will occur only upon peti-
tion and satisfactory proof to the director.

(e) Rebate abatement. At the discretion of the director,
all or part of the rebate determined under (d) of this subsec-
tion may be denied if the director determines that:

(i) The institution required a substantialy greater than
average amount of supervisory time for reasons other than as
aresult of economic, legal, regulatory, or other conditions
beyond the control of competent management;

(if) The institution required a substantially greater than
average amount of examination time for an institution of its
size for reasons other than as a result of economic, legal, reg-
ulatory, or other conditions beyond the control of competent
management;

(iii) Examinations or investigations were performed by
third parties under personal services contracts,

(iv) The banking program fund does not exceed the pro-
jected acceptable minimum fund balance level approved by
OFM or isinsufficient to satisfy the rebates under this sub-
section and still maintain the operations of the department at
afiscally prudent level;

(v) The ingtitution maintained a composite uniform
financia institution rating (CAMELS) of 3, 4 or 5 during any
time during the rebate period; or

(vi) Such other factors as the director may deem equita-
ble or relevant.

(f) Institutions may become eligible to receive a rebate
after June 30, 2002, for amounts paid on or after July 1, 2000.
[Statutory Authority: 2008 ¢ 285, RCW 30.04.030, [30.04.]070, 43.320.040.
08-18-079, § 208-544-039, filed 9/3/08, effective 10/6/08. Statutory Author-
ity: RCW 30.04.030, 33.04.025, 43.320.040. 01-12-003 and 01-20-086, §
208-544-039, filed 5/23/01 and 10/2/01, effective 7/1/01 and 11/2/01. Statu-
tory Authority: RCW 30.04.030 and 43.320.040. 01-06-024, § 208-544-039,
filed 2/27/01, effective 3/30/01; 00-17-141, recodified as § 208-544-039,
filed 8/22/00, effective 9/22/00. Statutory Authority: RCW 30.04.030,

30.04.070, 30.08.095, 33.04.025 and 43.320.040. 99-10-024, § 50-44-039,
filed 4/28/99, effective 6/25/99.]

WAC 208-544-060 Banking fund—Minimum cash
balance. Thedirector shall maintain aminimum cash balance
in the banking fund (RCW 43.19.095) of at least one month's
allotment. One month's allotment is based upon the current
biennium budget divided by twenty-four months. In the event
the banking fund balance drops below this figure the director
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shall declare the next semiannual asset assessment due; pay-
ment within thirty days of such declaration. The director shall
bill each institution based on the most current report of con-
dition and payment shall be in lieu of the next regularly
scheduled asset assessment.

[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, amended
and recodified as § 208-544-060, filed 8/22/00, effective 9/22/00. Statutory

Authority: RCW 30.04.070 and 30.08.095. 91-18-054, § 50-44-060, filed
8/30/91, effective 9/30/91.]

Chapter 208-548 WAC

ACQUISITION OF BANKS, TRUST COMPANIES,
NATIONAL BANKING ASSOCIATIONS OF BANK
HOLDING COMPANIESBY OUT-OF-STATE BANK
HOLDING COMPANIES
(Formerly chapter 50-48 WAC)

WAC

208-548-010 Authority and purpose.

208-548-020 Joint application.

208-548-030 Information required—I dentity of applicant parties and
operating subsidiaries—Designation of representa-
tive of each applicant.

208-548-040 Information required from applicant to be acquired.

208-548-050 Information required from acquiring applicant.

208-548-060 Information to be made available by acquiring appli-
cant.

208-548-070 Information to be made available by applicant to be
acquired.

208-548-080 Application to include statement of interlocking man-
agement or ownership.

208-548-090 Director may consult with and obtain information from
appropriate federal regulatory authority.

208-548-100 Interstate acquisition reciprocity—States possessing.

WAC 208-548-010 Authority and purpose. Thesereg-
ulations are promulgated pursuant to section 9, chapter 157,
Laws of 1983, to establish a procedure under which an out-
of-state bank holding company which desiresto acquire more
than five percent of the shares of the voting stock, or all or
substantially all of the assets, of a bank, trust company,
national banking association or bank holding company, the
principal operations of which are conducted within this state,
may apply to the director for approval of such acquisition.
[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, amended
and recodified as § 208-548-010, filed 8/22/00, effective 9/22/00. Statutory

Authority: RCW 30.04.230 as amended by 1983 ¢ 157 § 9. 83-20-073
(Order 56), § 50-48-010, filed 10/3/83.]

WAC 208-548-020 Joint application. An application
for approval of such acquisition shall be submitted jointly by
the acquiring bank holding company and the domestic insti-
tution or bank holding company to be acquired. The applica-
tion need not bein any particular format, but must set forth all
the information required under these regulations. The appli-
cation shall include a copy of the agreement setting forth the
plan of merger or acquisition, including certified copies of
the resolutions of the respective boards of directors of parties
to the agreement approving same. The application shall also
include a statement authorizing any federal or state regula-
tory agency to make available to the director any and all
information which such agency may have relating to the
applicants or any of their subsidiaries.

[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, amended

and recodified as § 208-548-020, filed 8/22/00, effective 9/22/00. Statutory
Authority: RCW 30.12.060. 85-19-052 (Order 62), § 50-48-020, filed
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9/13/85. Statutory Authority: RCW 30.04.230 as amended by 1983 ¢ 157 §
9. 83-20-073 (Order 56), § 50-48-020, filed 10/3/83.]

WAC 208-548-030 Information required—Identity
of applicant partiesand operating subsidiaries—Designa-
tion of representative of each applicant. Unlessincludedin
other information required by this chapter, the application
shall set forth the name and main office address of all operat-
ing subsidiaries of both the acquiring bank holding company
and the bank, trust company, national banking association or
domestic bank holding company to be acquired. In addition,
the application shall set forth the name, office address, and
telephone of one or more persons designated by each appli-
cant to be its official representative in connection with the
application. All contact between the director's office and the
applicant should, except in extraordinary circumstances, be
through such representatives.

[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, amended
and recodified as § 208-548-030, filed 8/22/00, effective 9/22/00. Statutory

Authority: RCW 30.04.230 as amended by 1983 ¢ 157 § 9. 83-20-073
(Order 56), 8 50-48-030, filed 10/3/83.]

WAC 208-548-040 Information required from appli-
cant to be acquired. The bank, trust company, national
banking association, or domestic bank holding company to be
acquired shall include with the application each of the fol-
lowing items of information:

(a) A statement verifying that the bank, trust company,
national banking association or domestic bank holding com-
pany to be acquired isin such aliquidity or financial condi-
tion as to be in danger of closing, failing or insolvency, set-
ting forth with specificity the circumstances upon which such
conclusion is based.

(b) A statement of all courses of action actively consid-
ered as an alternative to the proposed merger or acquisition; a
statement of why each such course of action or combination
of more than one of them was not taken; a statement as to
why assistance available from the Federal Reserve Board, the
Federal Deposit Insurance Corporation, or other governmen-
tal agency either alone or in combination with other actionsis
not sufficient to alleviate the liquidity or financial situation so
asto avoid the danger of closing, failing or insolvency; and if
known, the course or courses of action which will betakenin
the event the merger or acquisition is not consummated.

(c) Financial records including: (1) Copies of reports of
condition required to be filed with the appropriate regulatory
authorities and financial statements showing its assets and
liahilities as of the end of each of the six most recent quarterly
periods of operation; (2) copies of income and expense state-
ments for each of the six most recent quarterly periods of
operation; and (3) a copy of the most recent independent
audit report.

Information submitted in response to this subsection
shall be consolidated figures for the entire organization. If
individual figures for operating subsidiaries are available,
they shall also be submitted.

(d) A statement setting forth which, if any, state banks,
trust companies, or national banking associations doing busi-
ness in this state, or domestic bank holding companies have
been solicited to make an offer for acquisition or merger. If
no such solicitations have been made, the application shall
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include an explanation of the decision not to make such solic-
itations. The application shall include asummary of the terms
of any bonafide offer for merger or acquisition received from
any domestic bank, trust company, national banking associa-
tion or bank holding company, and shall further state whether
any domestic offerors have been given the opportunity to
match the terms of the proposed acquisition by or merger
with the out-of-state bank holding company.

[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, recodi-
fied as § 208-548-040, filed 8/22/00, effective 9/22/00. Statutory Authority:

RCW 30.04.230 as amended by 1983 ¢ 157 § 9. 83-20-073 (Order 56), § 50-
48-040, filed 10/3/83.]

WAC 208-548-050 Information required from
acquiring applicant. The applicant out-of-state bank hold-
ing company shall submit with the application each of thefol-
lowing items of information:

(a) A copy of its most recent audited financial statement,
its most recently prepared statement of assets and liabilities,
including footnotes and explanations, and its most recent
income and expense report.

(b) A statement of its then existing business plan, both
short-range and long-range, for operation of the bank, trust
company, national banking association or domestic bank
holding company to be acquired. Such statement shall
include comments by the acquiror as to how the proposed
acquisition will meet the needs and convenience of the peo-
ple of the state of Washington.

(c) A list of any other notices pursuant to the change in
Bank Control Act (12 U.S.C. §1817(j)) filed on its behalf
involving any other bank, trust company, nationa banking
association or bank holding company which is presently
pending. Such list shall include the date and place of filing
each notice and the name and address of the institution to
which each notice pertains.

(d) A statement asto what part, if any, of the fundsto be
used in making the acquisition or merger are borrowed from
sources other than its own subsidiaries. With respect to any
such funds, the applicant shall state: (1) The amount and
source of borrowed funds; (2) collateral pledged, if any; (3)
terms of the loan, including interest rates, amortization
requirements, guarantors, endorsers, and any other arrange-
ments or agreements among the parties to such loan transac-
tion; (4) proposed source of funds for debt service; (5)
whether and to what extent the acquiring party intendsto rely
on dividends, fees, etc. from theinstitution being acquired for
debt servicing requirements.

[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, recodi-
fied as § 208-548-050, filed 8/22/00, effective 9/22/00. Statutory Authority:

RCW 30.04.230 as amended by 1983 ¢ 157 § 9. 83-20-073 (Order 56), § 50-
48-050, filed 10/3/83.]

WAC 208-548-060 Information to be made available
by acquiring applicant. The applicant out-of-state bank
holding company shall make availablefor review by the divi-
sion of banks the following:

(8 Any current filewhich it or its principal banking sub-
sidiary or subordinate is required to maintain by regulations
promulgated by the appropriate federal financial supervisory
authority (as defined in 12 U.S.C. §2902(1)) for purposes of
the Community Reinvestment Act (12 U.S.C. 82902 et seq.).
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(b) Copies of al interna documents having to do with
the proposed merger or acquisition, including, without limita-
tion, memoranda or analyses together with conclusions and
recommendations to management and all financial or other
information from which such memoranda, analyses, conclu-
sions, recommendations or other documents were prepared.
[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, amended
and recodified as § 208-548-060, filed 8/22/00, effective 9/22/00. Statutory

Authority: RCW 30.04.230 as amended by 1983 ¢ 157 § 9. 83-20-073
(Order 56), § 50-48-060, filed 10/3/83]

WAC 208-548-070 Information to be made available
by applicant to be acquired. The bank, trust company,
national banking association or domestic bank holding com-
pany to be acquired shall make available to the director all
internally generated reports relating to the operation of any or
all operating subsidiaries during the immediately preceding
two-year period.

[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, amended
and recodified as § 208-548-070, filed 8/22/00, effective 9/22/00. Statutory

Authority: RCW 30.04.230 as amended by 1983 ¢ 157 § 9. 83-20-073
(Order 56), 8 50-48-070, filed 10/3/83.]

WAC 208-548-080 Application to include statement
of interlocking management or owner ship. The application
must state whether any management official (as defined in 12
U.S.C. §3201(4)) of the acquiring out-of-state bank holding
company or any of its affiliated corporations (as the term
"affiliated" is defined by 12 U.S.C. 83201(3)) is also a man-
agement official of any other depository institution or hold-
ing company other than the bank, trust company, or national
banking association being acquired, or whether any person,
partnership or corporation who owns or controls, directly or
indirectly, ten percent or more of the outstanding voting
shares of the acquiring applicant also owns, directly or indi-
rectly, ten percent or more of the outstanding voting shares of
any other depository institution or holding company. If such
circumstances do exist, the application shall include: (1) The
name of such person or persons, partnerships or corporations;
(2) name and address of the depository institution or holding
company; (3) relationship triggering this reporting require-
ment; and (4) nature and extent of ownership interest held by
such person, partnership or corporation in the applicant and
other depository institution or holding company.

[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, recodi-
fied as § 208-548-080, filed 8/22/00, effective 9/22/00. Statutory Authority:

RCW 30.04.230 as amended by 1983 ¢ 157 § 9. 83-20-073 (Order 56), § 50-
48-080, filed 10/3/83.]

WAC 208-548-090 Director may consult with and
obtain information from appropriate federal regulatory
authority. The director may consult with appropriate federal
regulatory agencies in connection with any application filed
hereunder and shall consider any information received from
such agency or agenciesin ruling upon the application.
[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, amended
and recodified as § 208-548-090, filed 8/22/00, effective 9/22/00. Statutory

Authority: RCW 30.04.230 as amended by 1983 ¢ 157 § 9. 83-20-073
(Order 56), 8 50-48-090, filed 10/3/83.]

WAC 208-548-100 Interstate acquisition reciproc-
ity—States possessing. The director of the department of
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financial institutions, having reviewed the laws of the follow-
ing states as they relate to a domestic (Washington) bank
holding company acquiring more than five percent of the
shares of the voting stock or all or substantially all of the
assets of a bank, trust company, or national banking associa-
tion the principal operations of which are conducted within
such states, has determined, pursuant to RCW 30.04.232, that
the laws of such states allow a domestic bank holding com-
pany to acquire a bank, trust company, or national banking
association, the principal operations of which are conducted
within such states, and permit the operation of the acquired
bank, trust company, or national banking association within
such states on terms and conditions no less favorable than
other banks, trust companies, or national banking associa-
tions doing a banking business within such states: (1)
Alaska, (2) Arizona, (3) California, (4) Colorado, (5) Con-
necticut, (6) Idaho, (7) Illinais, (8) Kentucky, (9) Louisiana,
(10) Maine, (11) Massachusetts, (12) Michigan, (13)
Nebraska, (14) Nevada, (15) New Hampshire, (16) New Jer-
sey, (17) New Mexico, (18) New York, (19) North Dakota,
(20) Ohio, (21) Oklahoma, (22) Oregon, (23) Pennsylvania,
(24) Rhode Island, (25) South Dakota, (26) Tennessee, (27)
Texas, (28) Utah, (29) Vermont, (30) West Virginia, and (31)
Wyoming.

Other states not listed shall be reviewed on a case-by-
case basis.

[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, amended
and recodified as § 208-548-100, filed 8/22/00, effective 9/22/00. Statutory
Authority: RCW 30.04.232 (1)(c). 93-07-113, § 50-48-100, filed 3/23/93,
effective 4/23/93. Statutory Authority: RCW 30.04.232. 87-13-015 (Order
68), § 50-48-100, filed 6/9/87; 87-10-047 (Order 67), § 50-48-100, filed
5/5/87.]

Chapter 208-556 WAC

SMALL BUSINESSADMINISTRATION 7(A) LOAN
GUARANTY PROGRAM NONDEPOSITORY
LENDERS—LICENSING AND REGULATION

(Formerly chapter 50-56 WAC)

WAC

208-556-010 Purpose.

208-556-020 Application procedures.
208-556-030 Application format.
208-556-040 Continuing operations.
208-556-050 Records.

208-556-060 Reports.

208-556-070 Examinations.
208-556-080 Fees.

WAC 208-556-010 Purpose. The purpose of this chap-
ter shall be to provide guidelines for application for alicense
to operate a nondepository small business lending venture
under the auspices of the federal Small Business Administra-
tion (SBA) guaranty program known as the 7(a) loan guar-
anty program. Specifics of the program are set forth in sec-
tion 7(a) of the federal "Small Business Investment Act of
1958," 15 U.S.C., part 636(a). These rules also establish other
regulatory oversight guidelines and provide for fees. These
rules are promulgated under the general rule-making author-
ity of the state director of the department of financial institu-
tions, and are required under |legislation passed by the legis-
lature (section 3(1), chapter 212, Laws of 1989.)
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[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, amended
and recodified as § 208-556-010, filed 8/22/00, effective 9/22/00. Statutory
Authority: 1989 ¢ 212 § 3(1). 90-01-001, § 50-56-010, filed 12/7/89, effec-
tive 1/7/90]

WAC 208-556-020 Application procedures. An appli-
cation for state license to operate anondepository small busi-
ness lending venture to qualify for participation in the SBA
7(a) program shall befiled with the director of the department
of financial institutions and shall include such fees as estab-
lished elsewhere in these rules. As a matter of general proce-
dure, it is recommended that interested parties visit the office
of the director prior to submitting their application to review
statutory and other requirements for this action.

[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, amended
and recodified as § 208-556-020, filed 8/22/00, effective 9/22/00. Statutory

Authority: 1989 ¢ 212 § 3(1). 90-01-001, § 50-56-020, filed 12/7/89, effec-
tive 1/7/90]

WAC 208-556-030 Application format. Applicants
may use the same documentation as required by the SBA for
their approval of the lender to the extent that such documen-
tation meets the requirements of statute and these rules unless
waived by the director. The application must contain the fol-
lowing:

(1) Applicant's name, address, and telephone number.

(2) A statement that the applicant is incorporated under
the Washington Business Corporation Act or the Washington
Nonprofit Corporation Act and a copy of applicant's Articles
of Incorporation and Bylaws, properly certified.

(3) A list of officers, directors, associates, and all holders
of ten or more percent of any class of the applicant's capital
stock.

(4) A statement of persona history of al those listed in
subsection (3) of this section. SBA Form 1081 or its equiva
lent may be used.

(5) A copy of the most recent audited financial statement
of any entity other than a natural person holding ten or more
percent of any class of stock of the applicant.

(6) An organizational chart showing the relationship of
the applicant to its affiliates, aswell asthe applicant'sinternal
organizational structure.

(7) Copies of the last three audited financial statements
of the applicant, and supporting tax returns.

(8) Applicant's business plan which should include at a
minimum:

(a) A detailed pro forma financial projection for at least
three years of operations.

(b) A market study of the intended geographical area of
operations.

() An explanation of applicant's method of funding
loans, including the unguaranteed portion.

(d) An outline of loan servicing procedures proposed.

(e) Copies of written policies and proceduresto be used,
which must include policies requiring disclosure of conflicts
of interest of affiliates, directors, officers, and employees,
prohibiting fal se statements or representationsto the director;
and preventing fraud or undue influence by the licensee.

(9) Certified copy of aresolution by the applicant's board
of directors designating the person(s) authorized to act on
behalf of applicant.
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(10) An opinion of independent counsel that the appli-
cant isin compliance with applicable state and federal lawsin
the formation and organization of the company, with applica-
ble securities laws, and is chartered to conduct its businessin
the proposed operating area.

(11) Such marketing materials as may have been pre-
pared that portray the nature of applicant's operations.

(12) Copies of all bonds in effect for directors, officers,
and employees.

(13) Other such information as the director may require.
[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, amended
and recodified as § 208-556-030, filed 8/22/00, effective 9/22/00. Statutory

Authority: 1989 ¢ 212 § 3(1). 90-01-001, § 50-56-030, filed 12/7/89, effec-
tive 1/7/90]

WAC 208-556-040 Continuing operations. Licensees
shall maintain an adequate financial condition.

(1) Minimum capital (unimpaired paid-in capital, sur-
plus, and undivided profits) shall be in the amount of five
hundred thousand dollars or five and one-half percent of total
assets, whichever is greater, or a greater amount should the
director determine that applicant's business plan or economic
conditions require a greater amount to conduct the business
of a 7(a) lender. The director may consider and include the
net worth of any corporate shareholder of the applicant if the
sharehol der agreesto unconditionally guaranteetheliabilities
of the applicant and that shareholder agrees to the reporting
requirements set forth in WAC 208-556-060.

(2) Capita below the required amount precludes the pre-
sentation of additional loans to the SBA for guaranty without
the written consent of the director.

(3) Licensees shall maintain a reserve for anticipated
loan losses appropriate to its needs, based on the following
factors:

(8) The volume and mix of the existing loan portfolio,
including the volume and severity of nonperforming loans
and adversely classified credits, as well as an analysis of net
charge-offs experienced on previoudy classified loans.

(b) The extent to which loan renewals and extensions are
used to maintain loans on a current basis and the degree of
risk associated with such loans.

(c) The trend in loan growth, including any rapid
increase in loan volume within arelatively short time period.

(d) General and local economic conditions affecting the
collectibility of the licensee's loans.

(e) Previous loan loss experience by loan type, including
net charge-offs as a percent of average loans over the past
severa years.

(f) The relationship and trend over the past severa years
of recoveries as a percent of previous year's charge-offs.

(g) Available outside information of acomparable nature
regarding the loan portfolios of other such lenders.

[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, amended
and recodified as § 208-556-040, filed 8/22/00, effective 9/22/00. Statutory

Authority: 1989 ¢ 212 § 3(1). 90-01-001, § 50-56-040, filed 12/7/89, effec-
tive 1/7/90]

WAC 208-556-050 Records. Licensees shall maintain
records in afashion consistent with afinancial institution and
shall have them at all times readily accessible to the director.
Records shall be preserved under the following schedule:
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(2) Preserve permanently:

(a) All general and subsidiary ledgers reflecting asset,
liability, capital stock and surplus and income and expense
accounts.

(b) All general and special journals or other records
forming the basis for entries in such ledgers.

(c) Articles of incorporation, bylaws, stock registers,
licenses, and minutes of board of directors meetings.

(2) Preservefor at least six years following final disposi-
tion of the related loan:

(a) All applications for financing.

(b) Financing instruments.

(¢) Lending participation agreements.
(d) Escrow agreements.

(e) All other documents and supporting material relating
to such loans, including correspondence.

Records and other documents in subsections (1) and (2)
of this section may be preserved by reproduction. Provided,
however, that the licensee shall prepare a duplicate reproduc-
tion which shall be stored separately from the original for the
time required. If such reproductions are used, the licensee
shall maintain at all times facilities for the projection and
reproduction of such records.

[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, amended
and recodified as § 208-556-050, filed 8/22/00, effective 9/22/00. Statutory

Authority: 1989 ¢ 212 § 3(1). 90-01-001, § 50-56-050, filed 12/7/89, effec-
tive 1/7/90]

WAC 208-556-060 Reports. Licensees shall submit the
following reports to the director:

(1) Annual audits prepared in accordance with generally
accepted accounting principleswhich shall be certified unless
the director makes other provision in writing in advance.

(2) Quarterly financial reports which shall include a bal-
ance sheet and income and expense statement for both the
period and year to date.

(3) A notification of any suit or proceeding involving
fraud or dishonesty where the licensee or an employee may
be a party, or where an adverse judgment could contribute
materially to the impairment of the licensee's capital. Such
notification must be forwarded with copies of the complaint
within thirty days of the filing of such action.

[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, amended
and recodified as § 208-556-060, filed 8/22/00, effective 9/22/00. Statutory
Authority: 1989 ¢ 212 § 3(1). 90-01-001, § 50-56-060, filed 12/7/89, effec-
tive 1/7/90]

WAC 208-556-070 Examinations. The director will
conduct examinations of licensees as provided by statute and
will forward areport of examination to the licensee's board of
directors for information and action as appropriate. These
examination reports and all subsequent and related corre-
spondence are the property of the director and will be subject
to the same confidentiality requirements as established for
financial institutions regulated by the division of banks.
[Statutory Authority: RCW 30.04.030 and 43.320.040. 00-17-141, amended
and recodified as § 208-556-070, filed 8/22/00, effective 9/22/00. Statutory

Authority: 1989 ¢ 212 § 3(1). 90-01-001, § 50-56-070, filed 12/7/89, effec-
tive 1/7/90]
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WAC 208-556-080 Fees. The cost of regulation of non-
depositary lenders licensed under Title 31 RCW, shall be
borne by the licensees under the following schedule:

(1) Application fee. A fee of two thousand dollars must
accompany an application for thislicense to cover the cost of
investigation.

(2) Acquisition of control approval fee. A fee of two
thousand dollars must accompany any request for acquisition
of control of a licensee to cover the cost of investigation
which will be conducted to the same degree as an initial
application approval.

(3) Business combination fee. Other business combina-
tions must be approved by the director. Costs of investigation
will be borne by the licensee and will be based on actual staff
costs of the division of banks, which are fifty dollars per hour
per examiner assigned.

(4) Examination and supervision fees. Examination and
supervision fees shall be billed based on rates charged com-
mercial banks for examination costs and semiannual asset
charges in chapter 208-544 WAC.

[Statutory Authority: RCW 30.04.030 and 43.320.040. 01-06-024, §
208-556-080, filed 2/27/01, effective 3/30/01; 00-17-141, amended and
recodified as § 208-556-080, filed 8/22/00, effective 9/22/00. Statutory

Authority: 1989 ¢ 212 § 3(1). 90-01-001, § 50-56-080, filed 12/7/89, effec-
tive 1/7/90]

Chapter 208-586 WAC

EXAMINATION AND SUPERVISION FEES FOR
SAVINGS AND LOAN ASSOCIATIONS
(Formerly chapter 419-14 WAC)

WAC
208-586-020 Collection of examination and supervision costs—Col-
lection method.
208-586-030 Hourly charge for examinations.
208-586-040 Semiannual asset charge.
208-586-050 Investigation fee for new charter application.
208-586-060 Branch application fee—Domestic associations.
208-586-070 Loansto directors, officers, or employees—Maximum
amount.
208-586-075 Branch application fee—Foreign associations.
208-586-080 Annual license fees.
208-586-085 Loansto one borrower.
208-586-090 Hourly charge for legal assistance.
208-586-100 Supervisory review of examination.
208-586-110 Specia examinations.
208-586-120 Acquisition application fee.
208-586-140 Charges and fees effective July 1, 2001.
DISPOSITION OF SECTIONSFORMERLY
CODIFIED IN THISCHAPTER
208-586-135 Charges and fees effective June 25, 1999. [Statutory

Authority: RCW 30.04.030 and 43.320.040. 01-06-024,
§ 208-586-135, filed 2/27/01, effective 3/30/01. Statu-
tory Authority: RCW 33.04.025 and 43.320.040. 00-17-
140, recodified as § 208-586-135, filed 8/22/00, effec-
tive 9/22/00. Statutory Authority: RCW 30.04.030,
30.04.070, 30.08.095, 33.04.025 and 43.320.040. 99-
10-024, § 419-14-135, filed 4/28/99, effective 6/25/99.]
Repealed by 01-12-003, filed 5/23/01, effective 7/1/01.
Statutory Authority: RCW 30.04.030, 33.04.025,
43.320.040.

WAC 208-586-020 Collection of examination and
supervision costs—Collection method. The requirement of
RCW 33.28.020 that the director collect from each savings
and |oan association the actual costs of examinations and
supervision shall be met in accordance with the procedures
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established in this chapter. The fee shall consist of three ele-
ments: (1) An hourly charge for the number of hours spent by
division personnel in conducting an examination of the asso-
ciation, (2) a semiannual asset charge; and (3) an hourly
charge for the number of hours of extraordinary or special
Services.

[Statutory Authority: RCW 33.04.025 and 43.320.040. 00-17-140, amended
and recodified as § 208-586-020, filed 8/22/00, effective 9/22/00. Statutory
Authority: RCW 33.28.020. 83-20-028 (Order 83-5), § 419-14-020, filed
9/26/83; 82-13-015 (Order 82-4), § 419-14-020, filed 6/7/82.]

WAC 208-586-030 Hourly charge for examinations.
The hourly charge for hours spent by personnel of the divi-
sion of banksin conducting examinations shall be assessed as
follows:

(2) For division personnel classified as financial exam-
iner, $40.00 per hour;

(2) For division personnel classified as financial exam-
iner senior, $45.00 per hour;

(3) For division personnel classified as case manager or
financial examiner supervisor or above, $50.00 per hour;

In addition to the hourly examination fee, foreign associ-
ations doing business in the state of Washington will defray
the costs of travel and per diem paid to division personnel in
examinations performed outside the state of Washington.

The director may charge the actual cost of examinations
performed under personal service contracts by third parties.
The director shall submit a statement for the foregoing
charges following the completion of any applicable examina-
tion, and the charges shall be paid not later than thirty days
after submission of such statement.

[Statutory Authority: RCW 33.04.025 and 43.320.040. 00-17-140, amended
and recodified as § 208-586-030, filed 8/22/00, effective 9/22/00. Statutory
Authority: RCW 33.28.020. 91-06-063, § 419-14-030, filed 3/1/91, effec-
tive 4/1/91; 85-07-009 (Order 85-3), § 419-14-030, filed 3/8/85. Statutory
Authority: RCW 33.08.110. 84-12-043 (Order 84-4), § 419-14-030, filed
5/31/84. Statutory Authority: RCW 30.28.020. 82-13-015 (Order 82-4), §
419-14-030, filed 6/7/82.]

WAC 208-586-040 Semiannual asset charge. The
semiannual asset charge will be assessed at a rate of three
cents per thousand dollars of assets. Asset fees will be com-
puted on assets as of June 30 and December 31 of each calen-
dar year, and payable no later than July 15 and January 15
next following the respective assessment dates.

[Statutory Authority: RCW 33.04.025 and 43.320.040. 00-17-140, recodi-
fied as § 208-586-040, filed 8/22/00, effective 9/22/00. Statutory Authority:
RCW 33.28.020. 91-06-063, § 419-14-040, filed 3/1/91, effective 4/1/91;

85-07-009 (Order 85-3), 8 419-14-040, filed 3/8/85. Statutory Authority:
RCW 30.28.020. 82-13-015 (Order 82-4), § 419-14-040, filed 6/7/82.]

WAC 208-586-050 Investigation fee for new charter
application. The investigation fee required by RCW 33.08.-
060 for submission in connection with applications to charter
anew savings and loan association shall be two thousand five
hundred dollars. In the event the actual costs of theinvestiga-
tion conducted with respect to a particular application areless
than the amount of the fee, such difference between the fee
and the actual costs submitted shall be refunded, provided
that in no event shall more than one thousand five hundred
dollars be refunded. For the purposes of this section, actual
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costs shall include travel and per diem expenses paid to divi-
sion personnel in connection with the investigation.
[Statutory Authority: RCW 33.04.025 and 43.320.040. 00-17-140, recodi-

fied as 8 208-586-050, filed 8/22/00, effective 9/22/00. Statutory Authority:
RCW 33.08.110. 82-13-015 (Order 82-4), § 419-14-050, filed 6/7/82.]

WAC 208-586-060 Branch application fee—Domes-
tic associations. The fee required by RCW 33.08.110 to be
submitted in connection with an application to establish a
branch office of an association shall be five hundred dollars.
In the event the actual costs of the investigation with respect
to a particular application are less than the amount of the fee,
such difference between the fee and the actual cost submitted
shall be refunded, provided that in no event shall more than
three hundred fifty dollars be refunded. For the purposes of
this section, actual costs shall include travel and per diem
expenses paid to division personnel in connection with the
investigation.

[Statutory Authority: RCW 33.04.025 and 43.320.040. 00-17-140, recodi-
fied as § 208-586-060, filed 8/22/00, effective 9/22/00. Statutory Authority:

RCW 33.08.110. 84-12-043 (Order 84-4), § 419-14-060, filed 5/31/84; 82-
13-015 (Order 82-4), § 419-14-060, filed 6/7/82.]

WAC 208-586-070 Loansto directors, officers, or
employees—M aximum amount. The total value of loans
made or obligations acquired under the authority of RCW
33.12.060 (2)(f) for any director, officer, or employee of an
association shall not exceed twenty-five thousand dollars,
unless al applicable regulations of the Federal Deposit | nsur-
ance Corporation have been complied with, in which case
loans not in excess of one hundred thousand dollarstotal may
be made. Loansin amountslarger than one hundred thousand
dollars may be made only with the prior written approval of
the director has been obtained in accordance with the provi-
sions of this section.

Requests to the director for permission to exceed the
maximum loan limit shall be made at least ten days in
advance of the date upon which it is anticipated that funds
will be disbursed, if the loan is approved. Such requests must
be accompanied by acertified copy of the authorizing resolu-
tion, which shall set forth with specificity the reasons that the
board of directors believes that exceeding the loan limitation
established in this section isin the best interest of the associ-
ation in each instance. The authorizing resolution shall also
set forth the directors' evaluation of the quality of the security
for the loan, and the ability of the debtor to repay the loan in
accordance with its terms.

[Statutory Authority: RCW 33.04.025 and 43.320.040. 00-17-140, amended
and recodified as § 208-586-070, filed 8/22/00, effective 9/22/00. Statutory

Authority: RCW 33.12.060 (2)(f). 84-09-058 (Order 84-1), § 419-14-070,
filed 4/18/84; 82-13-015 (Order 82-4), § 419-14-070, filed 6/7/82.]

WAC 208-586-075 Branch application fee—Foreign
associations. The fee required by RCW 33.08.110 to be sub-
mitted in connection with an application to establish abranch
office of aforeign association in this state shall be two thou-
sand five hundred dollars, nonrefundable for the first branch
and five hundred dollars for each additional branch. In the
event the actual costs of the investigation with respect to a
particular application exceed the amount of the fee, such dif-
ference between the fee and the actual costs shall be paid by
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the applicant. For the purposes of this section, actual costs
shall include travel and per diem expenses paid to division
personnel in connection with the investigation.

[Statutory Authority: RCW 33.04.025 and 43.320.040. 00-17-140, recodi-
fied as § 208-586-075, filed 8/22/00, effective 9/22/00. Statutory Authority:

RCW 33.08.110. 85-07-010 (Order 85-4), § 419-14-075, filed 3/8/85; 84-12-
043 (Order 84-4), § 419-14-075, filed 5/31/84)]

WAC 208-586-080 Annual license fees. Every savings
and loan association organized under the laws of this state
shall pay alicense fee before the 31st of July each year. The
license fee for each domestic association shall befifty dollars
for the office designated as the home office or executive
office and an additional fifty dollar fee for each branch.

Every foreign association doing business in the state of
Washington shall pay a license fee before the 31st of July
each year. The license fee shall be in the amount of fifty dol-
lars for each branch in business within the state of Washing-
ton as of the close of business June 30th immediately preced-
ing.

[Statutory Authority: RCW 33.04.025 and 43.320.040. 00-17-140, recodi-

fied as § 208-586-080, filed 8/22/00, effective 9/22/00. Statutory Authority:
RCW 33.04.020(2). 82-19-020 (Order 82-6), § 419-14-080, filed 9/8/82.]

WAC 208-586-085 Loansto one borrower. RCW
33.24.010 provides that an association may not invest more
than two and one-half percent of its assetsin any loan or obli-
gation to any one person, except with the written approval of
the supervisor. The director hereby gives written approval for
any state chartered association to make aloan to any one bor-
rower in an amount which, taken together with all other out-
standing loans and obligation to the same borrower, does not
exceed either ten percent of the institution's withdrawable
accounts, or the association's net worth, whichever isless.

"Oneborrower" isdefined as (a) any person or entity that
is, or that upon the making of aloan will become, abligor on
aloan; (b) nominees of such obligor; (c) all persons trusts,
partnerships, syndicates, and corporations of which such
obligor is a nominee or a beneficiary, partner, member, or
record or beneficial stockholder owning ten percent or more
of the capital stock, and (d) if such obligor is atrust partner-
ship, syndicate, or corporation, all trusts, partnerships, syndi-
cates, and corporations of which any beneficiary, partner,
member, or record or beneficial stockholder owning ten per-
cent of the capital stock, is aso abeneficiary, partner, mem-
ber, or record or beneficial stockholder owning ten percent or
more of the capital stock of such obligor; and the term "total
balances of all outstanding loans" meansthe original amounts
loaned by an insured institution plus any additional advances
and interest due unpaid, less repayments and participating
interests sold and exclusive of any loan on the security of
such institution's savings accounts or real estate, the title to
which has been conveyed to a bona fide purchaser of such
real estate.

[Statutory Authority: RCW 33.04.025 and 43.320.040. 00-17-140, amended
and recodified as § 208-586-085, filed 8/22/00, effective 9/22/00. Statutory

Authority: RCW 33.24.010. 84-09-058 (Order 84-1), § 419-14-085, filed
4/18/84]

WAC 208-586-090 Hourly charge for legal assis-
tance. The hourly charge for consultation involving an assis-
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tant attorney general shall be assessed at a rate of $60.00 per
hour. Legal assistance shall include, but not be limited to,
legal research and advice pertaining to granting new charters,
acquisition of savings and loan associations, conversions,
stock offerings, board meetings requiring legal assistance,
preparation and enforcement of removal actions, involuntary
liquidations, declarations of insolvency, cease and desist
orders, and other agreements or actions requiring legal
advice; and to administrative hearings and preparation of
memorandum opinions which relate to a specific savings and
loan association.

[Statutory Authority: RCW 33.04.025 and 43.320.040. 00-17-140, recodi-
fied as 8 208-586-090, filed 8/22/00, effective 9/22/00. Statutory Authority:
RCW 33.28.020. 91-06-063, § 419-14-090, filed 3/1/91, effective 4/1/91,
83-20-028 (Order 83-5), § 419-14-090, filed 9/26/83.]

WAC 208-586-100 Supervisory review of examina-
tion. Upon completion of each examination the examiner's
report shall be reviewed and an examination letter prepared
by administrative personnel. The hourly charge for the
review and preparation of the examination letter shall be
assessed at the rate of $50.00 per hour.

[Statutory Authority: RCW 33.04.025 and 43.320.040. 00-17-140, amended
and recodified as § 208-586- 100, filed 8/22/00, effective 9/22/00. Statutory
Authority: RCW 33.28.020. 91-06-063, § 419-14-100, filed 3/1/91, effec-
tive 4/1/91; 85-07-009 (Order 85-3), § 419-14-100, filed 3/8/85; 83-20-028
(Order 83-5), § 419-14-100, filed 9/26/83.]

WAC 208-586-110 Special examinations. Special
examinations shall be assessed at the rate of $50.00 per hour.
Specia examinations shall include, but not be limited to elec-
tronic data processing examinations, special investigations,
special examinations involving the division's staff supervi-
sory personnel, and other special examinations and reviews
the supervisor deems necessary.

[Statutory Authority: RCW 33.04.025 and 43.320.040. 00-17-140, recodi-
fied as § 208-586-110, filed 8/22/00, effective 9/22/00. Statutory Authority:
RCW 33.28.020. 91-06-063, § 419-14-110, filed 3/1/91, effective 4/1/91;
85-07-009 (Order 85-3), § 419-14-110, filed 3/8/85; 83-20-028 (Order 83-5),
§ 419-14-110, filed 9/26/83]

WAC 208-586-120 Acquisition application fee. RCW
33.28.020 requires the director to collect from each associa
tion afee to cover the actual cost of supervision.

To maintain fairness to all associations the acquiring
party(ies) will defray the costs involving the director and his
staff asfollows:

A minimum nonrefundable fee of $5,000 payable with
the acquisition application described in RCW 33.24.360. In
addition direct costs involving travel and lodging of the
director or his staff and legal expense billed directly to the
division will be paid by the acquirers.

Savings and loan associations merging under authority
of RCW 33.04.010 are not considered within the scope of
RCW 33.24.360 and are therefore not included with respect
to thisWAC.

[Statutory Authority: RCW 33.04.025 and 43.320.040. 00-17-140, amended
and recodified as § 208-586-120, filed 8/22/00, effective 9/22/00. Statutory
Authority: RCW 33.24.360. 84-12-042 (Order 84-5), § 419-14-120, filed
5/31/84.]
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WAC 208-586-140 Chargesand fees effective July 1,
2001. The division intends to increase the rate of its charges
and fees each year for several bienniums. The division
intends to initiate a rule making for this purpose each bien-
nium. This rule provides for an automatic annual increase in
the rate of charges and fees each fiscal year during the 2001-
03 biennium.

(1) Effective July 1, 2001, the rate of charges and fees
under chapters 208-586 and 208-594 WAC shall be as fol-
lows:

(a) WAC 208-586-030(1) - The fee shall be $45.51 per
hour.

(b) WAC 208-586-030(2) - The fee shall be $51.19 per
hour.

(c) WAC 208-586-030(3) - The fee shall be $56.89 per
hour.

(d) WAC 208-586-040 - The asset charge shal be
0.0348046 per thousand dollars of assets.

(e) WAC 208-586-075 - The fee shall be $2,500.00 for
the first branch and $500.00 for each additional branch.

(f) WAC 208-586-080 - The fee shall be $50.00 for the
home office and each branch.

(g) WAC 208-586-090 - The fee shall be $68.27 per
hour.

(h) WAC 208-586-100 - The fee shall be $56.89 per
hour.

(i) WAC 208-586-110 - The fee shall be $56.89 per hour.
(j) WAC 208-586-120 - The fee shall be $5,000.00.
(k) WAC 208-594-070 - The fee shall be $1,000.00.

(2)(a) On July 1, 2002, the rate of charges and fees under
subsection (1)(a), (b), (c), (d), (g), (h), and (i) of this section,
as increased in the prior fiscal year, will increase by a per-
centage rate equal to the fiscal growth factor for the then cur-
rent fiscal year. Asused in this section, "fiscal growth factor"”
has the same meaning asthetermis defined in RCW 43.135.-
025.

(b) The director may round off arate increase under this
subsection. However, no rate increase may exceed the appli-
cable fiscal growth factor.

(c) By June 1 of each year, the director will make avail-
able achart of the new ratesthat will take effect on theimme-
diately following July 1.

(3) The director may waive any or all of the charges
and/or fees imposed under this section, in whole or in part,
when he or she determines that both of the following factors
are present:

(8 The banking program fund exceeds the projected
acceptable minimum fund balance level approved by the
office of financial management; and

(b) That such course of action would be fiscally prudent.

[Statutory Authority: RCW 30.04.030, 33.04.025, 43.320.040. 01-12-003, §
208-586-140, filed 5/23/01, effective 7/1/01. Statutory Authority: RCW
30.04.030 and 43.320.040. 01-06-024, § 208-586-140, filed 2/27/01, effec-
tive 3/30/01. Statutory Authority: RCW 33.04.025 and 43.320.040. 00-17-
140, recodified as § 208-586-140, filed 8/22/00, effective 9/22/00. Statutory
Authority: RCW 30.04.030, 30.04.070, 30.08.095, 33.04.025 and
43.320.040. 99-10-024, § 419-14-140, filed 4/28/99, effective 6/25/99.]
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Chapter 208-590 WAC

MERGER OR ACQUISITION OF TROUBLED
ASSOCIATIONS
(Formerly chapter 419-52 WAC)

WAC

208-590-010 Purpose.

208-590-020 Merger or acquisition of atroubled foreign association
by a domestic association.

208-590-030 Acquisition of atroubled domestic association by afor-

eign association.

WAC 208-590-010 Purpose. The purpose of this chap-
ter isto set forth the guidelines which allow for the interstate
merger or acquisition of troubled savings and loan associa-
tions.

[Statutory Authority: RCW 33.04.025 and 43.320.040. 00-17-140, amended
and recodified as § 208-590-010, filed 8/22/00, effective 9/22/00. Statutory

Authority: RCW 33.12.014. 82-08-023 (Order 82-1), § 419-52-010, filed
3/30/82.]

WAC 208-590-020 Merger or acquisition of a trou-
bled foreign association by a domestic association. Pursu-
ant to RCW 33.12.012 and 33.12.014, adomestic savings and
loan association may acquire or merge with a foreign associ-
ation under the following circumstances:

(1) The regulator of the foreign association believes that
a merger is necessary to prevent the failure of the foreign
association;

(2) The regulator of the foreign association believes that
no adequate merger candidates exist within the regulator's
jurisdiction;

(3) The regulator of the foreign association believes that
it is appropriate for the foreign association to be acquired by
a domestic association; and

(4) The director believes that it is appropriate for the
domestic association to acquire the foreign association.

Any acquisition made under this authority shall be con-
ducted in the same manner so outlined in RCW 33.24.350 -
33.24.380.

[Statutory Authority: RCW 33.04.025 and 43.320.040. 00-17-140, amended
and recodified as § 208-590-020, filed 8/22/00, effective 9/22/00. Statutory

Authority: RCW 33.12.014. 82-08-023 (Order 82-1), § 419-52-020, filed
3/30/82.]

WAC 208-590-030 Acquisition of atroubled domes-
tic association by a foreign association. Pursuant to RCW
33.12.012 and 33.12.014, and notwithstanding any other law
to the contrary, a foreign savings and loan association may
acquire a domestic association under the following circum-
stances:

(1) The director believes that a merger is necessary to
prevent the failure of the domestic association;

(2) The director believes that no adequate merger candi-
dates exist in Washington;

(3) The director believes that it is appropriate for the
domestic association to be acquired by aforeign association;
and

(4) The regulator of the foreign association believes that
it is appropriate for the foreign association to acquire the
domestic association.

Any acquisition made under this authority shall be sub-
ject to RCW 33.24.350 - 33.24.380.
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[Statutory Authority: RCW 33.04.025 and 43.320.040. 00-17-140, amended
and recodified as § 208-590-030, filed 8/22/00, effective 9/22/00. Statutory
Authority: RCW 33.12.014. 82-08-023 (Order 82-1), § 419-52-030, filed
3/30/82.]

Chapter 208-594 WAC

SAVINGS AND LOAN TRUST POWERS
(Formerly chapter 419-56 WAC)

WAC

208-594-010 Definitions.

208-594-020 Administration of fiduciary powers.

208-594-030 Application process.

208-594-040 Director action on application.

208-594-050 Engagement in unauthorized trust business prohibited.

208-594-060 Modification or revocation of investment practices pre-
viously authorized.

208-594-070 Investigation fee for new trust applications.

208-594-080 Audit of the trust department.

208-594-090 Examinations and fees.

WAC 208-594-010 Definitions. Unless the context
clearly requires otherwise, the definitions in this section
apply throughout this chapter.

(1) "Agency" means the fiduciary relationship in which
title to the property constituting the agency does not pass to
the trust department but remainsin the owner of the property,
who is known as the principal, and in which the agent is
charged with certain specific duties with respect to the prop-
erty.

(2) "Agency coupled with an interest” means an agency
in which the agent has a legal interest in the subject matter.
Such an agency is not terminated automatically, as are other
agencies, by the death of the principal but continue in effect
until the agent can realize upon its legal interest.

(3) "Fiduciary powers' means the power to act in any
fiduciary capacity authorized by the state of Washington
including, but not limited to; trustee, executor, administrator,
registrar of stocks and bonds, guardian of estates, assignee,
receiver, agent, custodian, escrow agent, corporate bond pay-
ing and transfer agent, escrow holder, managing agent,
depositary, committee of estates of incompetents.

(4) "Managing agent” means the fiduciary relationship
assumed by a trust department upon the creation of an
account which names the association as agent and confers
investment discretion upon the association.

(5) "Director" means the director of the department of
financial institutions.

(6) "Trust business" means the business of doing any or
all of the activities specified in RCW 30.08.150 (2) through
(112).

(7) "Trust department” means that group or groups of
officers and employees of a savings and loan association to
whom are designated by the board of directors the perfor-
mance of the fiduciary responsibilities of the association,
whether or not the groups or groups are so named.

[Statutory Authority: RCW 33.04.025 and 43.320.040. 00-17-140, amended
and recodified as § 208-594-010, filed 8/22/00, effective 9/22/00. Statutory

Authority: RCW 33.12.010(24). 88-02-068 (Order 87-2), § 419-56-010,
filed 1/6/88.]

WAC 208-594-020 Administration of fiduciary pow-
ers. (1)(a) The board of directors of the savings and loan
association is responsible for the proper exercise of fiduciary
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powers by the trust department. All matters pertinent thereto,
including the determination of policies, the investment and
disposition of property held in afiduciary capacity, and the
direction and review of the actions of all officers, employees,
and committees utilized by the savings and loan association
in the exercise of its fiduciary powers, are the responsibility
of the board. In discharging this responsibility, the board of
directors may assign, by action duly entered in the minutes,
the administration of such of the association's fiduciary pow-
ers as it may consider proper to assign to such director(s),
officer(s), employee(s), or committee(s) asit may designate.

(b) No fiduciary account shall be accepted without the
prior approval of the board, or of the director(s), officer(s), or
committee(s) to whom the board may have designated the
performance of that responsibility. A written record shall be
made of such acceptances and of the relinquishment or clos-
ing out of al fiduciary accounts. Upon the acceptance of an
account for which the trust company has investment respon-
sibilities a prompt review of the assets shall be made. The
board shall also ensure that at least once during every calen-
dar year thereafter, and within fifteen months of the last
review, all the assets held in or for each fiduciary account
where the association has investment responsibilities are
reviewed to determine the advisability of retaining or dispos-
ing of such assets.

(2) All officers and employees taking part in the opera-
tion of the trust department shall be adequately bonded.

(3) Every qualified fiduciary subject to this chapter and
exercising fiduciary powers in this state shall designate,
employ, or retain legal counsel who shall be readily available
to pass upon fiduciary matters and to advise the savings and
loan association and its trust department.

(4) Thetrust department may utilize personnel and facil-
ities of other departments of the savings and loan association,
and other departments of the savings and loan association
may utilize the personnel and facilities of the trust depart-
ment only to the extent not prohibited by law and as long as
the separate identity of the trust department is preserved.

(5) Fiduciary records shall be kept separate and distinct
from other records of the savings and loan association and
maintained in compliance with the provisions of RCW
30.04.240. All fiduciary records shall be kept and retained for
such time as to enable the fiduciary to furnish such informa-
tion or reports with respect thereto as may be required by the
director of the department of financial institutions.

(6) Every such fiduciary shall keep an adequate record of
all pending litigation to which it is a party in connection with
its exercise of fiduciary powers.

[Statutory Authority: RCW 33.04.025 and 43.320.040. 00-17-140, amended
and recodified as § 208-594-020, filed 8/22/00, effective 9/22/00. Statutory

Authority: RCW 33.12.010(24). 88-02-068 (Order 87-2), § 419-56-020,
filed 1/6/88.]

WAC 208-594-030 Application process. Associations
desiring to establish trust departments shall complete an
application establishing the scope of the intended operation.
Upon receiving an application from an association to engage
in trust business pursuant to this chapter, the director may
request such additional information as he deems necessary
for the informed disposition of the application. If supplemen-
tary information is requested by the director, the application
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will not be complete until the supplementary information is
supplied.

[Statutory Authority: RCW 33.04.025 and 43.320.040. 00-17-140, amended
and recodified as § 208-594-030, filed 8/22/00, effective 9/22/00. Statutory

Authority: RCW 33.12.010(24). 88-02-068 (Order 87-2), § 419-56-030,
filed 1/6/88.]

WAC 208-594-040 Director action on application.
After receiving an application from a savings and loan asso-
ciation to engage in trust business and after having consid-
ered it, the director shall grant, grant conditionally, grant in
modified form, or deny the application and shall inform the
applicant in writing of his action and of the reasons therefor.
Any application not acted upon within six months after its
receipt by the supervisor shall be deemed denied unless the
director, in writing, informs the applicant that he is holding
the application for further review.

[Statutory Authority: RCW 33.04.025 and 43.320.040. 00-17-140, amended
and recodified as § 208-594-040, filed 8/22/00, effective 9/22/00. Statutory

Authority: RCW 33.12.010(24). 88-02-068 (Order 87-2), § 419-56-040,
filed 1/6/88.]

WAC 208-594-050 Engagement in unauthorized
trust business prohibited. No savings and loan association
shall engage in any trust business not authorized in advance
by the director in accordance with this rule, unless the direc-
tor informs an applicant in writing that it may engage in a
trust business provisionally while he reviews the application.
Failure of a savings and loan association to comply with the
terms of this chapter may be grounds for supervisory action
against the savings and loan, its directors, or officers.
[Statutory Authority: RCW 33.04.025 and 43.320.040. 00-17-140, amended
and recodified as § 208-594-050, filed 8/22/00, effective 9/22/00. Statutory

Authority: RCW 33.12.010(24). 88-02-068 (Order 87-2), § 419-56-050,
filed 1/6/88.]

WAC 208-594-060 Modification or revocation of
investment practices previously authorized. The director
may find that atrust business previously authorized by himis
no longer a safe and prudent practice for savings and loan
associations generally to engage in, or has become inconsis-
tent with applicable state or federa law, or has ceased to be a
safe and prudent practice in one or more particular savings
and loan associations in light of their financial condition or
management. Upon such a finding, the director may in writ-
ing inform the board of directors of any or all of the associa-
tions engaging in such a trust business that the authority to
engage in the activity has been revoked or modified. When
the director so notifies any savings and loan association, its
directors and officers shall forthwith take steps to cease the
trust business (if authority to engage in the activity has been
revoked) or to make such modifications as the director
requires. The director may for cause shown grant a savings
and loan association some definite period of time within in
which to arrange its affairs to comply with the director's
orders. Savings and loan associations which continue to
engage in atrust business where their authority to do so has
been revoked or modified will be treated asif the authority to
engage in the practice had never been granted, and their
actions may be grounds for supervisory action against the
association, its directors, or officers.
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[Statutory Authority: RCW 33.04.025 and 43.320.040. 00-17-140, amended
and recodified as § 208-594-060, filed 8/22/00, effective 9/22/00. Statutory
Authority: RCW 33.12.010(24). 88-02-068 (Order 87-2), § 419-56-060,
filed 1/6/88.]

WAC 208-594-070 Investigation fee for new trust
applications. The investigation fee charged under RCW
33.28.020 in connection with applications to establish a new
savings and loan trust department shall be one thousand dol-
lars. In the event the actual costs of the investigation con-
ducted with respect to a particular application are less than
the amount of the fee, such difference between the fee and the
actual costs submitted shall be refunded, provided that in no
event shall more than five hundred dollars be refunded.
Expansion of the originally approved scope of trust business
must also be approved by the director by additional applica-
tion and fee. In the event that actual costs of processing addi-
tional applications are less than the amount of the fee, such
difference between the fee and the actual cost shall be
refunded, provided that in no event shall more than seven
hundred dollars be refunded. For the purposes of this section,
actual costsincludetravel and per diem expenses paid to divi-
sion personnel in connection with the investigation.

[Statutory Authority: RCW 33.04.025 and 43.320.040. 00-17-140, amended
and recodified as § 208-594-070, filed 8/22/00, effective 9/22/00. Statutory
Authority: RCW 33.12.010(24). 88-02-068 (Order 87-2), § 419-56-070,
filed 1/6/88.]

WAC 208-594-080 Audit of thetrust department. A
committee of directors, exclusive of any active officers of the
savings and loan association shall at least once during each
calendar year and within fifteen months of the last such audit,
make suitable audits of the trust department or cause suitable
audits to be made by auditors responsible only to the board of
directors, and at such time shall ascertain whether the depart-
ment has been administered in accordance with law, thisrule,
and sound fiduciary principles. The board of directors may
elect, in lieu of such periodic audits, to adopt an adequate
continuous audit system. A report of the audits and examina-
tion required under this section, together with the action
taken thereon, shall be noted in the minutes of the board of
directors.

[Statutory Authority: RCW 33.04.025 and 43.320.040. 00-17-140, recodi-
fied as § 208-594-080, filed 8/22/00, effective 9/22/00. Statutory Authority:
RCW 33.12.010(24). 88-02-068 (Order 87-2), § 419-56-080, filed 1/6/88.]

WAC 208-594-090 Examinations and fees. The direc-
tor shall have the power to examine the affairs of a trust
department of a state-chartered savings and loan association
under the same general powers as outlined in RCW 33.04.-
020. The report of examination of any trust department will
be subject to the same restrictions as those of the parent asso-
ciation as outlined in RCW 33.04.110. Fees for such exami-
nations will be charged on the same hourly basis as those for
the parent association as established by administrative rule.
[Statutory Authority: RCW 33.04.025 and 43.320.040. 00-17-140, amended
and recodified as § 208-594-090, filed 8/22/00, effective 9/22/00. Statutory

Authority: RCW 33.12.010(24). 88-02-068 (Order 87-2), § 419-56-090,
filed 1/6/88]
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Chapter 208-598 WAC

FOREIGN ASSOCIATION BRANCH APPLICATION
PROCEDURES
(Formerly chapter 419-60 WAC)

WAC

208-598-010 Application procedures.

208-598-020 Information to be included in the application.
208-598-030 Approval to conduct the business of an association in

Washington.

WAC 208-598-010 Application procedures. RCW
33.32.030 provides for regulatory authority by the director
over the activities of foreign associations within the state of
Washington, and requires that such associations conduct their
business in accordance with the appropriate statutes and
under the requirements set forth by the director in various
rules. In order to conduct the business of a savings and loan
in Washington, a foreign association must formally apply for
the approval of the supervisor. Procedures for application are
asfollows:

(1) The application must be filed with the supervisor at
the offices of the Division of Banksin Olympia, Washington.

(2) The application shall be filed in duplicate and shall
be accompanied by afiling fee of five thousand dollars. Inthe
event the actual costs of investigating the application exceed
this amount, such difference between the fee and the actual
costs shall be paid by the applicant. For the purposes of this
section, actual costs shall include but not be limited to travel
and per diem expense paid to division personnel in connec-
tion with the investigation.

[Statutory Authority: RCW 33.04.025 and 43.320.040. 00-17-140, amended
and recodified as § 208-598-010, filed 8/22/00, effective 9/22/00. Statutory

Authority: RCW 33.32.030. 88-02-067 (Order 87-1), § 419-60-010, filed
1/6/88]

WAC 208-598-020 Information to beincluded in the
application. An application shall include at |east the follow-
ing information:

(1) Name, address, and telephone number of the appli-
cant.

(2) Name, address, and telephone number of the person
to be contacted concerning the application.

(3) A summary of the applicant's history, which should
include as aminimum the date and place of incorporation, the
date and nature of any mergers or acquisitions, and certified
current copies of the applicant's articles of incorporation and
bylaws.

(4) A description of the applicant's business and corpo-
rate structure, including a listing of all branches or similar
offices, and each magjority owned subsidiary, and the nature
and extent of the business activities of each.

(5) A business plan describing the applicant's proposed
business activities in this state.

(6) A copy of the independent auditor's report for the
applicant's most recent fiscal year and comparative financial
statements for the prior fiscal year.

(7) The name, address, professional experience, and
financial statement of the chief executive officer and princi-
pal operating officers.
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(8) The name, address, and principal occupation of each
director of applicant, and completed biographical and finan-
cial statements on each.

(9) A copy of the last two examination reports prepared
by the Office of Thrift Supervision, the last two state exami-
nation reports, any correspondence from the relevant regula-
tor to the board of directors discussing each report, and the
board's responses thereto.

(10) A statement as to the presence or absence of any
supervisory agreement or regulatory order that may bein
effect or may have been in effect in the last five years, and, if
S0, a copy of each such order or agreement.

(11) An opinion from the applicant's state regulatory
agency which describes the conditions under which Wash-
ington associations may conduct business in such state.

(12) A statement of total shares outstanding and total
number of stockholdersif the applicant is a stock association.
Additionally, provide a breakdown of stock ownership by
officers and directors and any other entities owning five per-
cent or more of the association's stock.

(13) A copy of the association's bond and its riders/
attachments.

(14) Any additional information that may be required by
the director or deemed appropriate by the applicant.

[Statutory Authority: RCW 33.04.025 and 43.320.040. 00-17-140, amended
and recodified as § 208-598-020, filed 8/22/00, effective 9/22/00. Statutory

Authority: RCW 33.32.030. 88-02-067 (Order 87-1), § 419-60-020, filed
1/6/88]

WAC 208-598-030 Approval to conduct the business
of an association in Washington. The information required
by WA C 208-598-020 must demonstrate to the satisfaction of
the director:

(1) That the applicant, the directors of the applicant, and
the chief officers of the applicant are each of good character
and sound financia standing.

(2) That the financial history and condition of the appli-
cant are satisfactory.

(3) That the applicant's plan to conduct the business of an
association in Washington affords a reasonable promise of
success.

(4) That the state in which the home office of the appli-
cant is located permits Washington associations to conduct
the business of an association in such state in substantially the
same manner as the applicant proposesin this state.

[Statutory Authority: RCW 33.04.025 and 43.320.040. 00-17-140, amended
and recodified as § 208-598-030, filed 8/22/00, effective 9/22/00. Statutory

Authority: RCW 33.32.030. 88-02-067 (Order 87-1), § 419-60-030, filed
1/6/88]

Chapter 208-600 WAC

MORTGAGE LENDING AND HOME OWNERSHIP
(Formerly chapter 50-20 WAC)

WAC

208-600-100 Reserved.

208-600-200 Residential mortgage loan one page disclosure sum-
mary.

208-600-300 Reserved.

208-600-400 Reserved.

208-600-500 Reserved.

208-600-600 Reserved.

208-600-700 Reserved.
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208-600-200

208-600-800
208-600-900

Reserved.
Reserved.

WAC 208-600-100 Reserved.

[Statutory Authority: RCW 43.320.040, chapter 19.144 RCW. 08-22-083, §
208-600-100, filed 11/4/08, effective 12/5/08.]

WAC 208-600-200 Residential mortgage loan one
page disclosure summary. (1) Purpose and scope of rule.
This ruleis the result of legislation recommended by the
Washington state task force on homeowner security. The leg-
islation was enacted by the Washington state legislature, at
chapter 108, Laws of 2008, and codified in chapter 19.144
RCW. The stated intent of the law is to enhance responsible
mortgage lending, protect borrowers, and preserve access to
credit in the residential real estate market. The law requires
disclosure of certain material terms of residential mortgage
loans. The law also providesthe department of financial insti-
tutions (DFI) with the discretionary regulatory authority to
require disclosure of additional information, to clarify mate-
rial terms, and to otherwise protect borrowers as needed in
the residential mortgage loan market. The law mandates the
one page disclosure summary in RCW 19.144.020(2), and
authorizes DFI, under RCW 19.144.020(3), to require addi-
tional disclosures for the purpose of protecting borrowers.

(2) Definitions. For the purposes of this section, the fol-
lowing definitions apply:

(a) "Application" means the same as in the Real Estate
Settlement Procedures Act (RESPA), Regulation X, 24
C.F.R. Sec. 3500.2(b).

(b) "Business day" means any day of the week except
Sunday and federally recognized bank holidays.

(c) "Closing" means the process of signing the loan doc-
uments and disbursing the loan funds under the following
two scenarios:

(i) Where the borrower is provided a right of rescission
under the Truth in Lending Act, closing occurs at the expira-
tion of the rescission period; or

(if) Where the borrower is not provided aright of rescis-
sion under the Truth in Lending Act, closing occurs at the
time the loan documents are signed.

(d) "Discount points' or "points’ refer to a fee paid by
the borrower to the lender to reduce the interest rate. The
points are expressed as a percent of the loan amount. The
higher the points paid, the lower the interest rate.

(e) "Finance charge” means the same as in the Truth in
Lending Act, Regulation Z, 12 C.F.R. Sec. 226.4 excluding
prepaid finance charges.

(f) The "fully indexed rate" is:

(i) The current value of the rate index used by a particu-
lar adjustable rate mortgage (ARM) at the time a residential
mortgage loan is made; plus

(if) A margin applied to that ARM which may vary from
one transaction to another but stays the same throughout the
life of that particular ARM.

(9) The "maximum interest rate" is the highest interest
rate allowed under the loan agreement. It is not the default
rate.

(h) "Reduced documentation” or "stated income" loan
means aloan for which the lender may charge more because
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the borrower does not provide full documentation of income
or assets.

(i) "Residential mortgage loan" means an extension of
credit secured by residential real property located in this state
upon which is constructed or intended to be constructed, a
single-family dwelling or multiple-family dwelling of four or
less units. It does not include a reverse mortgage or a bor-
rower credit transaction that is secured by rental property. It
does not include a bridge loan. It does not include loans to
individuals making or acquiring a residential mortgage loan
solely with his or her own funds for his or her own invest-
ment. For purposes of this subsection, a "bridge loan" is any
temporary loan, having a maturity of one year or less, for the
purpose of acquisition or construction of a dwelling intended
to become the borrower's principal dwelling.

For purposes of this definition, residential mortgage loan
means a loan used to purchase an owner-occupied, primary
residence, or second home.

For purposes of this definition, a residential mortgage
loan does not include an extension of credit secured by resi-
dential real property located in this state for business, com-
mercial, or agricultural purposes, or an extension of credit
secured by residential real property located in this state for
the primary purpose of financing income or investment prop-
erty.

For purposes of this definition, a residential mortgage
loan does not include an extension of credit secured by resi-
dential real property located in this state for an open or
closed-end home equity line of credit (HELOC).

(3) Do | haveto provide borrowerswith a disclosure
summary in addition to all other required disclosures at
loan application? Yes. State law now requires a clear, brief
one page summary to help borrowers understand their loan
terms. See RCW 19.144.020.

(4) What information must be provided in the disclo-
sure summary? The disclosure summary must provide at a
minimum the following material terms:

(8) Loan fees that are charged and retained by the broker
or lender (for example, processing, underwriting, or docu-
ment preparation fees). These fees go on the form under
"Other Fees."

(b) Discount points the borrower will pay to reduce the
interest rate.

(c) Interest rates (initial, fully indexed, maximum).

(d) Broker fee or lender's origination fee.

(e) Broker yield spread premium, expressed as a dollar
amount.

(f) Whether the loan contains a prepayment penalty.

(g) Whether the loan contains a balloon payment.

(h) Whether the property taxes and property insurance
are included (escrowed) in the loan payment.

(i) Amount of the initial loan payment.

(1) Amount of the fully indexed loan payment.

(k) Amount of the maximum loan payment.

(1) Whether theloan cost or rate is based on reduced doc-
umentation.

(m) Principal amount of the loan.

(n) The date the loan resets to a higher interest rate.

(0) Whether the interest rate is locked.

(5) How must | provide the disclosure summary to
the borrower? The disclosure summary must be provided
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on one page separate from any other documents and must use
clear, smple, plain language terms that are reasonably under-
standable to the average person.

(6) When must | provide the disclosure summary?

(8) You must provide the initial disclosure summary to
the borrower within three business days following your
receipt of acomplete loan application.

(b) Y ou must redisclose material |oan termswithin three
days of asignificant change, or at |east three days before clos-
ing, whichever is earlier.

(c) For purposes of this disclosure, "provide" includes
sending the disclosure to the borrower's address via the
United States Postal Service or other common carrier within
the statutory time frames.

(7) Can | provide the disclosure summary electroni-
cally? Yes. You may provide the disclosure summary in
electronic form, in amanner consistent with the procedure for
delivery of electronic disclosure under Regulation Z of the
Truthin Lending Act, 12 C.F.R. Part 226, currently in effect,
which implements the E-Sign Act of 2000, 15 U.S.C. Sec.
7001 et seq.

(8) What type of change in a material term triggers
redisclosure? Y ou must redisclose any significant changein
amaterial term. A "significant change" is any change which
resultsin an increase in the borrower's |oan amount or fees as
follows:

(8 Any increase in the principal loan amount by five
percent or more from the most recently disclosed loan
amount;

(b) Any increase in the interest rate greater than one-
eighth of one percent;

(c) A change in the loan type (fixed to adjustable or
adjustable to fixed);

(d) Any increase in the broker's yield spread premium,
the loan origination fee, discount point fees, or any other fees
considered finance charges under the Truth in Lending Act,
by five hundred dollars or more;

(e) A "significant change" aso means any change in the
following:

(i) Whether the loan contains a prepayment penalty;

(if) Whether the loan contains a balloon payment;

(iii) Whether the property taxes and property insurance
areincluded (escrowed) in the loan payment;

(iv) Whether the loan cost or rate is based on reduced
documentation.

(9) Will thedepartment createaform | can use? Yes.
The department of financial institutions will make a model
form available to you. However, you may choose to use a
form that you design, aslong asit is clear, accurate, contains
all of the material terms, uses simple language, and fits on
one page.

(10) Do | have to provide borrowers with the disclo-
sure summary if their loan application is denied within
three days of being taken? No. If the borrower's loan appli-
cation is canceled, withdrawn, or denied within three days of
being taken, you do not have to provide the disclosure sum-
mary.

[Statutory Authority: RCW 43.320.040, chapter 19.144 RCW. 08-22-083, §
208-600-200, filed 11/4/08, effective 12/5/08.]
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WAC 208-600-300 Reserved.

[Statutory Authority: RCW 43.320.040, chapter 19.144 RCW. 08-22-083, §
208-600-300, filed 11/4/08, effective 12/5/08.]

WAC 208-600-400 Reserved.

[Statutory Authority: RCW 43.320.040, chapter 19.144 RCW. 08-22-083, §
208-600-400, filed 11/4/08, effective 12/5/08.]

WAC 208-600-500 Reserved.

[Statutory Authority: RCW 43.320.040, chapter 19.144 RCW. 08-22-083, §
208-600-500, filed 11/4/08, effective 12/5/08.]

WAC 208-600-600 Reserved.

[Statutory Authority: RCW 43.320.040, chapter 19.144 RCW. 08-22-083, §
208-600-600, filed 11/4/08, effective 12/5/08.]

WAC 208-600-700 Reserved.

[Statutory Authority: RCW 43.320.040, chapter 19.144 RCW. 08-22-083, §
208-600-700, filed 11/4/08, effective 12/5/08.]

WAC 208-600-800 Reserved.

[Statutory Authority: RCW 43.320.040, chapter 19.144 RCW. 08-22-083, §
208-600-800, filed 11/4/08, effective 12/5/08.]

WAC 208-600-900 Reserved.

[Statutory Authority: RCW 43.320.040, chapter 19.144 RCW. 08-22-083, §
208-600-900, filed 11/4/08, effective 12/5/08.]

Chapter 208-620 WAC

WASHINGTON CONSUMER LOAN ACT
(Formerly chapter 50-20 WAC)

WAC
208-620-010 Definitions.
LICENSING

208-620-230 Do | need to apply for a consumer loan license if | am
lending money in the state of Washington?

208-620-235 |s there a maximum rate of interest allowed under the
act?

208-620-240 Once | am licensed, does the act apply to al loans |
make or only those above twelve percent?

208-620-245 Does the Consumer Loan Act allow me to make one or
two loans subject to the act without being licensed?

208-620-250 If my out-of-state company applies for alicense under
the Consumer Loan Act do we haveto have a
branch in the state of Washington?

208-620-260 If 1 am licensed under the Consumer Loan Act, can |
broker loans in the state of Washington?

208-620-270 Can | make aloan subject to the act without first getting
alicense?

208-620-280 How do | apply for a consumer loan license?

208-620-285 If my application isincomplete when | file it with the
department, what will happen?

208-620-290 What feeswill | be charged for my application for acon-
sumer loan license?

208-620-300 If | want to open more than one office, do | have to file
an application for each location?

208-620-310 Isit necessary to license an office that isonly providing
underwriting and other back-office services?

208-620-320 What is the amount of the bond required for my con-
sumer loan license?

208-620-330 Does the surety bond need to reflect coverage for lic-
ensee and its W-2 employees and independent con-
tractors?

208-620-340 Do | have any aternative to maintaining a surety bond?

208-620-350 If | qualify to use abond substitute in lieu of a surety
bond, what documentation do | have to provide to
the department?
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208-620-360 What if | choose the bond substitute alternative and my
unimpaired capital falls below the minimum?

208-620-370 What are the grounds for denying or conditioning my
license application?

208-620-380 Are there any additional requirements for out-of-state
licensees?

208-620-390 If | am offering loans by mail or internet to Washington
residents, do | have to license those locations?

208-620-395 Do | need to display my licensein my place of business?

208-620-400 Can | share an office with another business?

208-620-410 May | sell other types of products from my licensed
location?

208-620-420 May | transact businessin a name other than the name
on my license?

208-620-425 May | transfer or assign my license?

LICENSEE REPORT REQUIREMENTS

208-620-430 What are my annual filing requirements as a consumer
loan licensee?

208-620-440 How do | calculate my annual assessment for activity in
Washington?

208-620-460 Must | file my annual report even if | go out of business
during the year?

208-620-470 Do | need to notify the department if | movethe location
of my office?

208-620-475 Must | notify the department if | cease doing businessin
this state if | am doing business in other states?

208-620-480 What are my reporting responsibilities if my company
files for bankruptcy?

208-620-490 What are my reporting responsibilities when something
of significance happens to my business?

208-620-500 What are my reporting requirementsif | want to close

one or more of my branch offices?
DISCLOSURE AND OTHER OBLIGATIONS

208-620-505 In addition to the Consumer Loan Act, what other laws
do | have to comply with?

208-620-510 What are my disclosure obligations to consumers under
the Consumer Loan Act?

208-620-511 What is the disclosure required under RCW
19.144.020?

208-620-512 If I pull acredit report on aconsumer who hasidentified
a specific property on a purchase and sales agree-
ment or contract, or is refinancing a specific prop-
erty, isthat enough to trigger the required disclo-
sures under RESPA and TILA?

POWERS AND RESTRICTIONS

208-620-515 What authority do | have as alicensee?

RECORDKEEPING

208-620-520 How long do | have to maintain my records under the
Consumer Loan Act?

208-620-530 Can | maintain my records electronically?

208-620-540 Do | need to account separately for payments from bor-

rowers for third party service providers?

RESTRICTIONS, PROHIBITIONS AND GROUNDS FOR
REVOCATION

208-620-550 What business practices are prohibited?

208-620-560 What restrictions are there for charging fees on junior
lien loans other than the loan origination fee when
acting as alender or correspondent lender?

208-620-565 What fees am | allowed and not allowed to charge or
receive when acting as a broker under the act?

208-620-570 What are the grounds for suspending or revoking a
license?

EXAMINATIONS

208-620-580 As alicensee, will my business be subject to periodic
examinations?

208-620-590 How much will | be charged for my periodic examina-
tions and when will the payment be due?

208-620-600 How often will the department visit my businessto
examine my records?

INVESTIGATIONS

208-620-610 What authority does the department have to investigate
violations of the Consumer Loan Act?

208-620-611 What federal guidance has the director adopted for use

by the department in determining if aviolation
under RCW 31.04.027 has occurred?
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208-620-612

208-620-613

208-620-620
208-620-630

208-620-640

208-620-650

208-620-020

208-620-030

208-620-040

208-620-050

208-620-060

208-620-070

208-620-080

What must | do to comply with the federal guidelineson
nontraditional mortgage loan product risks and
statement on subprime lending?

When | develop policies and procedures to implement
the federal guidelines, what topics must be
included?

ADVERTISING RESTRICTIONS

How do | haveto identify my businesswhen | advertise?

What are the advertising restrictions, and what are some
examples of those restrictions?

What are some of the federal laws | must comply with
when | advertise any loan subject to the Consumer
Loan Act?

MISCELLANEOUS

Will the director waive fees charged under the Con-
sumer Loan Act?

DISPOSITION OF SECTIONSFORMERLY

CODIFIED IN THISCHAPTER

License application. [Statutory Authority: RCW
43.320.040 and 31.04.165. 99-22-047, § 208-620-020,
filed 10/29/99, effective 11/29/99. Statutory Authority:
RCW 43.320.040, 31.04.045, [31.04].105, [31.04].145,
[31.04].155 and [31.04].165. 96-04-013, § 208-620-
020, filed 1/26/96, effective 2/26/96.] Repealed by 06-
04-053, filed 1/27/06, effective 2/27/06. Statutory
Authority: RCW 31.04.165, 31.04.015, 31.04.045,
31.04.075, 31.04.085, 31.04.093, 31.04.102, 31.04.115,
31.04.145, 31.04.155, and 31.04.175.

Surety bond. [Statutory Authority: RCW 43.320.040,
31.04.045, [31.04].105, [31.04].145, [31.04].155 and
[31.04].165. 96-04-013, § 208-620-030, filed 1/26/96,
effective 2/26/96.] Repealed by 06-04-053, filed
1/27/06, effective 2/27/06. Statutory Authority: RCW
31.04.165, 31.04.015, 31.04.045, 31.04.075, 31.04.085,
31.04.093, 31.04.102, 31.04.115, 31.04.145, 31.04.155,
and 31.04.175.

Bond substitute in lieu of surety bond. [Statutory
Authority: RCW 43.320.040, 31.04.045, [31.04].105,
[31.04].145, [31.04].155 and [31.04].165. 96-04-013, §
208-620-040, filed 1/26/96, effective 2/26/96.]
Repealed by 06-04-053, filed 1/27/06, effective 2/27/06.
Statutory Authority: RCW 31.04.165, 31.04.015,
31.04.045, 31.04.075, 31.04.085, 31.04.093, 31.04.102,
31.04.115, 31.04.145, 31.04.155, and 31.04.175.
Interstate operations. [Statutory Authority: RCW
43.320.040, 31.04.045, [31.04].105, [31.04].145,
[31.04].155 and [31.04].165. 96-04-013, § 208-620-
050, filed 1/26/96, effective 2/26/96.] Repealed by 06-
04-053, filed 1/27/06, effective 2/27/06. Statutory
Authority: RCW 31.04.165, 31.04.015, 31.04.045,
31.04.075, 31.04.085, 31.04.093, 31.04.102, 31.04.115,
31.04.145, 31.04.155, and 31.04.175.

Registered agent and agent's office for out-of-state lic-
ensees. [Statutory Authority: RCW 43.320.040,
31.04.045, [31.04].105, [31.04].145, [31.04].155 and
[31.04].165. 96-04-013, § 208-620-060, filed 1/26/96,
effective 2/26/96.] Repealed by 06-04-053, filed
1/27/06, effective 2/27/06. Statutory Authority: RCW
31.04.165, 31.04.015, 31.04.045, 31.04.075, 31.04.085,
31.04.093, 31.04.102, 31.04.115, 31.04.145, 31.04.155,
and 31.04.175.

Change of registered agent or agent's office for out-of-
state licensees. [Statutory Authority: RCW 43.320.040,
31.04.045, [31.04].105, [31.04].145, [31.04].155 and
[31.04].165. 96-04-013, § 208-620-070, filed 1/26/96,
effective 2/26/96.] Repealed by 06-04-053, filed
1/27/06, effective 2/27/06. Statutory Authority: RCW
31.04.165, 31.04.015, 31.04.045, 31.04.075, 31.04.085,
31.04.093, 31.04.102, 31.04.115, 31.04.145, 31.04.155,
and 31.04.175.

Resignation of registered agent. [Statutory Authority:
RCW 43.320.040, 31.04.045, [31.04].105, [31.04].145,
[31.04].155 and [31.04].165. 96-04-013, § 208-620-
080, filed 1/26/96, effective 2/26/96.] Repealed by 06-
04-053, filed 1/27/06, effective 2/27/06. Statutory
Authority: RCW 31.04.165, 31.04.015, 31.04.045,
31.04.075, 31.04.085, 31.04.093, 31.04.102, 31.04.115,
31.04.145, 31.04.155, and 31.04.175.
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208-620-090

208-620-100

208-620-110

208-620-120

208-620-130

208-620-140

208-620-150

208-620-160

208-620-170

Title 208 WAC: Financial Institutions, Department of

Service on out-of-state licensee. [Statutory Authority:
RCW 43.320.040, 31.04.045, [31.04].105, [31.04].145,
[31.04].155 and [31.04].165. 96-04-013, § 208-620-
090, filed 1/26/96, effective 2/26/96.] Repealed by 06-
04-053, filed 1/27/06, effective 2/27/06. Statutory
Authority: RCW 31.04.165, 31.04.015, 31.04.045,
31.04.075, 31.04.085, 31.04.093, 31.04.102, 31.04.115,
31.04.145, 31.04.155, and 31.04.175.

Records. [Statutory Authority: RCW 43.320.040,
31.04.045, [31.04].105, [31.04].145, [31.04].155 and
[31.04].165. 96-04-013, recodified as § 208-620-100,
filed 1/26/96, effective 2/26/96. Statutory Authority:
1991 ¢ 208 § 17. 91-22-035, § 50-20-100, filed
10/30/91, effective 1/1/92.] Repealed by 06-04-053,
filed 1/27/06, effective 2/27/06. Statutory Authority:
RCW 31.04.165, 31.04.015, 31.04.045, 31.04.075,
31.04.085, 31.04.093, 31.04.102, 31.04.115, 31.04.145,
31.04.155, and 31.04.175.

The note. [Statutory Authority: RCW 43.320.040,
31.04.045, [31.04].105, [31.04].145, [31.04].155 and
[31.04].165. 96-04-013, recodified as § 208-620-110,
filed 1/26/96, effective 2/26/96. Statutory Authority:
1991 c 208 § 17. 91-22-035, § 50-20-110, filed
10/30/91, effective 1/1/92.] Repealed by 06-04-053,
filed 1/27/06, effective 2/27/06. Statutory Authority:
RCW 31.04.165, 31.04.015, 31.04.045, 31.04.075,
31.04.085, 31.04.093, 31.04.102, 31.04.115, 31.04.145,
31.04.155, and 31.04.175.

Contents of disclosure statement to borrower. [ Statutory
Authority: RCW 43.320.040, 31.04.045, [31.04].105,
[31.04].145, [31.04].155 and [31.04].165. 96-04-013,
recodified as § 208-620-120, filed 1/26/96, effective
2/26/96. Statutory Authority: 1991 c 208 § 17. 91-22-
035, § 50-20-120, filed 10/30/91, effective 1/1/92.]
Repeal ed by 06-04-053, filed 1/27/06, effective 2/27/06.
Statutory Authority: RCW 31.04.165, 31.04.015,
31.04.045, 31.04.075, 31.04.085, 31.04.093, 31.04.102,
31.04.115, 31.04.145, 31.04.155, and 31.04.175.
Restrictions as to charges. [Statutory Authority: RCW
43.320.040, 31.04.045, [31.04].105, [31.04].145,
[31.04].155 and [31.04].165. 96-04-013, recodified as §
208-620-130, filed 1/26/96, effective 2/26/96. Statutory
Authority: RCW 31.04.165. 93-16-033, § 50-20-130,
filed 7/27/93, effective 8/27/93. Statutory Authority:
1991 c 208 § 17. 91-22-035, § 50-20-130, filed
10/30/91, effective 1/1/92.] Repealed by 06-04-053,
filed 1/27/06, effective 2/27/06. Statutory Authority:
RCW 31.04.165, 31.04.015, 31.04.045, 31.04.075,
31.04.085, 31.04.093, 31.04.102, 31.04.115, 31.04.145,
31.04.155, and 31.04.175.

Open-end loans—Increase in interest—Notice to bor-
rower. [Statutory Authority: RCW 43.320.040,
31.04.045, [31.04].105, [31.04].145, [31.04].155 and
[31.04].165. 96-04-013, recodified as § 208-620-140,
filed 1/26/96, effective 2/26/96. Statutory Authority:
1991 c 208 § 17. 91-22-035, § 50-20-160, filed
10/30/91, effective 1/1/92.] Repealed by 06-04-053,
filed 1/27/06, effective 2/27/06. Statutory Authority:
RCW 31.04.165, 31.04.015, 31.04.045, 31.04.075,
31.04.085, 31.04.093, 31.04.102, 31.04.115, 31.04.145,
31.04.155, and 31.04.175.

Open-end loans—Periodic  statements.  [Statutory
Authority: RCW 43.320.040, 31.04.045, [31.04].105,
[31.04].145, [31.04].155 and [31.04].165. 96-04-013, §
208-620-150, filed 1/26/96, effective 2/26/96.]
Repeal ed by 06-04-053, filed 1/27/06, effective 2/27/06.
Statutory Authority: RCW 31.04.165, 31.04.015,
31.04.045, 31.04.075, 31.04.085, 31.04.093, 31.04.102,
31.04.115, 31.04.145, 31.04.155, and 31.04.175.
Advertising—Restrictions and requirements. [ Statutory
Authority: RCW 31.04.165. 02-21-101, § 208-620-160,
filed 10/22/02, effective 11/22/02. Statutory Authority:
RCW 43.320.040, 31.04.045, [31.04].105, [31.04].145,
[31.04].155 and [31.04].165. 96-04-013, recodified as §
208-620-160, filed 1/26/96, effective 2/26/96. Statutory
Authority: 1991 c 208 § 17. 91-22-035, § 50-20-140,
filed 10/30/91, effective 1/1/92.] Repealed by 06-04-
053, filed 1/27/06, effective 2/27/06. Statutory Author-
ity: RCW 31.04.165, 31.04.015, 31.04.045, 31.04.075,
31.04.085, 31.04.093, 31.04.102, 31.04.115, 31.04.145,
31.04.155, and 31.04.175.

Knowledge of the law and regulations. [Statutory
Authority: RCW 43.320.040, 31.04.045, [31.04].105,
[31.04].145, [31.04].155 and [31.04].165. 96-04-013, §
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208-620-170, filed 1/26/96, effective 2/26/96. Statutory
Authority: 1991 c 208 § 17. 91-22-035, § 50-20-180,
filed 10/30/91, effective 1/1/92.] Repealed by 06-04-
053, filed 1/27/06, effective 2/27/06. Statutory Author-
ity: RCW 31.04.165, 31.04.015, 31.04.045, 31.04.075,
31.04.085, 31.04.093, 31.04.102, 31.04.115, 31.04.145,
31.04.155, and 31.04.175.

Examinations. [Statutory Authority: RCW 43.320.040
and 31.04.165. 99-22-047, § 208-620-180, filed
10/29/99, effective 11/29/99. Statutory Authority:
RCW 43.320.040, 31.04.045, [31.04].105, [31.04].145,
[31.04].155 and [31.04].165. 96-04-013, § 208-620-
180, filed 1/26/96, effective 2/26/96.] Repealed by 06-
04-053, filed 1/27/06, effective 2/27/06. Statutory
Authority: RCW 31.04.165, 31.04.015, 31.04.045,
31.04.075, 31.04.085, 31.04.093, 31.04.102, 31.04.115,
31.04.145, 31.04.155, and 31.04.175.

Schedule of fees. [Statutory Authority: RCW
18.44.410, 19.146.223, 19.146.225, 19.146.265, 31.04.-
165, 31.45.200. 01-12-029, § 208-620-190, filed
5/29/01, effective 7/1/01. Statutory Authority: RCW
43.320.040, 31.04.045, [31.04].105, [31.04].145,
[31.04].155 and [31.04].165. 96-04-013, recodified as §
208-620-190, filed 1/26/96, effective 2/26/96. Statutory
Authority: 1991 c 208 § 17. 91-22-035, § 50-20-190,
filed 10/30/91, effective 1/1/92.] Repealed by 06-04-
053, filed 1/27/06, effective 2/27/06. Statutory Author-
ity: RCW 31.04.165, 31.04.015, 31.04.045, 31.04.075,
31.04.085, 31.04.093, 31.04.102, 31.04.115, 31.04.145,
31.04.155, and 31.04.175.

Fee increase. [Statutory Authority: RCW 18.44.410,
19.146.223, 19.146.225, 19.146.265, 31.04.165,
31.45.200. 01-12-029, § 208-620-191, filed 5/29/01,
effective 7/1/01.] Repealed by 06-04-053, filed 1/27/06,
effective 2/27/06. Statutory Authority: RCW
31.04.165, 31.04.015, 31.04.045, 31.04.075, 31.04.085,
31.04.093, 31.04.102, 31.04.115, 31.04.145, 31.04.155,
and 31.04.175.

Waiver of fees. [Statutory Authority: RCW 18.44.410,
19.146.223, 19.146.225, 19.146.265, 31.04.165, 31.45.-
200. 01-12-029, § 208-620-192, filed 5/29/01, effective
7/1/01.] Repealed by 06-04-053, filed 1/27/06, effective
2/27/06. Statutory Authority: RCW 31.04.165,
31.04.015, 31.04.045, 31.04.075, 31.04.085, 31.04.093,
31.04.102, 31.04.115, 31.04.145, 31.04.155, and
31.04.175.

Change of place of business. [Statutory Authority:
RCW 43.320.040, 31.04.045, [31.04].105, [31.04].145,
[31.04].155 and [31.04].165. 96-04-013, § 208-620-
200, filed 1/26/96, effective 2/26/96.] Repealed by 06-
04-053, filed 1/27/06, effective 2/27/06. Statutory
Authority: RCW 31.04.165, 31.04.015, 31.04.045,
31.04.075, 31.04.085, 31.04.093, 31.04.102, 31.04.115,
31.04.145, 31.04.155, and 31.04.175.

Other business in same office. [Statutory Authority:
RCW 43.320.040, 31.04.045, [31.04].105, [31.04].145,
[31.04].155 and [31.04].165. 96-04-013, recodified as §
208-620-210, filed 1/26/96, effective 2/26/96. Statutory
Authority: 1991 c 208 § 17. 91-22-035, § 50-20-150,
filed 10/30/91, effective 1/1/92.] Repealed by 06-04-
053, filed 1/27/06, effective 2/27/06. Statutory Author-
ity: RCW 31.04.165, 31.04.015, 31.04.045, 31.04.075,
31.04.085, 31.04.093, 31.04.102, 31.04.115, 31.04.145,
31.04.155, and 31.04.175.

Annual report and annua fee—Due date—L ate penal-
ties. [Statutory Authority: RCW 43.320.040, 31.04.045,
[31.04].105, [31.04].145, [31.04].155 and [31.04].165.
96-04-013, § 208-620-220, filed 1/26/96, effective
2/26/96.] Repealed by 06-04-053, filed 1/27/06, effec-
tive 2/27/06. Statutory Authority: RCW 31.04.165,
31.04.015, 31.04.045, 31.04.075, 31.04.085, 31.04.093,
31.04.102, 31.04.115, 31.04.145, 31.04.155, and
31.04.175.

208-620-180

208-620-190

208-620-191

208-620-192

208-620-200

208-620-210

208-620-220

WAC 208-620-010 Definitions. The definitions set
forth in this section apply throughout this chapter unless the
context clearly requires a different meaning.

"Act" means the Consumer Loan Act, chapter 31.04
RCW.

"Affiliate" means any person who contrals, is controlled
by, or isunder common control with another.
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"Annual percentage interest rate" meanstherate of inter-
est specified in the note.

"Annual percentage rate" has the same meaning as
defined in Regulation Z, 12 C.F.R. Section 226 et seq.

"Bank Secrecy Act" meansthe Bank Secrecy Act (BSA),
31 U.S.C. 1051 et seg. and 31 C.F.R. Section 103.

"Bond substitute" means unimpaired capital, surplus and
qualified long-term subordinated debt.

"Borrower" means any natural person who consults with
or retains a licensee or person subject to this chapter in an
effort to obtain or seek information about obtaining a loan,
regardless of whether that person actually obtains such a
loan.

"Common ownership" exists if an entity or entities pos-
sess an ownership or equity interest of five percent or morein
another entity.

"Department” means the department of financial institu-
tions.

"Depository Institutions Deregulatory and Monetary
Control Act" means the Depository Institutions Deregul atory
and Monetary Control Act of 1980 (DIDMCA), 12 U.S.C. §
1735f-7a

"Director" meansthe director of the department of finan-
cial ingtitutions or his or her designated representative.

"Equal Credit Opportunity Act" means the Equal Credit
Opportunity Act (ECOA), 15 U.S.C. section 1691 and Regu-
lation B, 12 C.F.R. Section 202.

"Fair Credit Reporting Act" means the Fair Credit
Reporting Act (FCRA), 15 U.S.C. Section 1681 et seq.

"Fair Debt Collection Practices Act" meansthe Fair Debt
Collection Practices Act, 15 U.S.C. sections 1692 through
16920.

"Federal Trade Commission Act" means the Federal
Trade Commission Act, 15 U.S.C. section 45(a).

"Filing" means filing, recording, releasing or reconvey-
ing mortgages, deeds of trust, security agreements or other
documents, or transferring certificates of title to vehicles.

"Gramm-Leach-Bliley Act (GLBA)" means the Finan-
cial Modernization Act of 1999, 15 U.S.C. Sec. 6801-6809,
and the GLBA-mandated Federal Trade Commission (FTC)
privacy rules, at 16 C.F.R. Parts 313-314.

"Home Mortgage Disclosure Act" means the Home
Mortgage Disclosure Act (HMDA), 12 U.S.C. sections 2801
through 2810 and 12 C.F.R. Section 203.

"Insurance" means life insurance, disability insurance,
property insurance, insurance covering involuntary unem-
ployment and such other insurance as may be authorized by
the insurance commissioner in accordance with Title 48
RCW.

"Lender" means any person that extends money to abor-
rower with the expectation of being repaid.

"License" means a license issued under the authority of
this chapter with respect to a single place of business.

"Licensee" means a person who holds one or more cur-
rent licenses.

"Live check" means aloan solicited through the mail in
the form of a check, which, when endorsed by the payee,
binds the payee to the terms of the |oan agreement contained
on the check.
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"Loan" means asum of money lent at interest or for afee
or other charges and includes both open-end and closed-end
transactions.

"Loan originator" means the same as in RCW 19.146.-
010.

"Long-term subordinated debt" means for the purposes
required in RCW 31.04.045 outstanding promissory notes or
other evidence of debt with initial maturity of at least seven
years and remaining maturity of at least two years.

"Material litigation" means proceedings that differ from
the ordinary routine litigation incidental to the business. Lit-
igation is ordinary routine litigation if it ordinarily results
from the business and does not deviate from the normal busi-
ness litigation. Litigation involving five percent of the lic-
ensee's assets or litigation involving the government would
congtitute material litigation.

"Mortgage broker" means the same asin RCW 19.146.-
010 except that for purposes of this chapter, alicensee or per-
son subject to this chapter cannot receive compensation as
both a consumer |oan licensee making the loan and as a mort-
gage broker in the same transaction.

"Nationwide Mortgage Licensing System and Registry"
means a mortgage licensing system developed and main-
tained by the Conference of State Bank Supervisors and the
American Association of Residential Mortgage Regulators
for the licensing and registration of mortgage loan origina-
tors.

"Out-of-state licensee" means any licensee that does not
maintain a physical presence within the state.

"Person” includes individuals, partnerships, associa-
tions, trusts, corporations, and all other legal entities.

"Principal" means either (1) any person who controls,
directly or indirectly through one or more intermediaries, a
ten percent or greater interest in a partnership, company,
association or corporation; or (2) the owner of a sole propri-
etorship.

"Principal amount" means the loan amount advanced to
or for the direct benefit of the borrower.

"Principal balance" means the principal amount plus any
allowable origination fee.

"RCW" means the Revised Code of Washington.

"Real Estate Settlement Procedures Act" means the Real
Estate Settlement Procedures Act (RESPA), 12 U.S.C. Sec-
tions 2601 et seg., and Regulation X, 24 C.F.R. Sections 3500
et seq.

"Records’ mean books, accounts, papers, records and
files, no matter in what format they are kept, which are used
in conducting business under the act.

"S.A.F.E. Act" means the Secure and Fair Enforcement
for Mortgage Licensing Act of 2008, Title V of the Housing
and Economic Recovery Act of 2008 ("HERA"), Public Law
No. 110-289, effective July 30, 2008.

"Senior officer" means an officer of a consumer loan
company at the vice-president level or above.

"Simple interest method" means the method of comput-
ing interest payable on aloan by applying the annual percent-
age interest rate or its periodic equivalent to the unpaid bal-
ance of the principal amount outstanding for the time out-
standing. Each payment shall first be applied to any unpaid
penalties, fees, or charges, then to accumulated interest, and
last to the unpaid balance of the principal amount until paidin
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full. In using such method, interest shall not be payable in
advance or compounded.

"State" means the state of Washington.

"Subsidiary" means a person that is controlled by
another.

"Telemarketing and Consumer Fraud and Abuse Act"
means the Telemarketing and Consumer Fraud and Abuse
Act, 15 U.S.C. § 6101 to 6108.

"Telephone Sales Rule" means the rules promulgated in
16 C.F.R. Part 310.

"Third-party service provider" means any person other
than the licensee who provides goods or services to the lic-
ensee in connection with the preparation of the borrower's
loan and includes, but is not limited to, credit reporting agen-
cies, title companies, appraisers, structural and pest inspec-
tors, or escrow companies.

"Truth in Lending Act" means the Truth in Lending Act
(TILA), 15 U.S.C. Sections 1601 et seq., and Regulation Z,
12 C.F.R. Sections 226 et seq.

[Statutory Authority: RCW 43.320.040, 19.144.070, 2008 ¢ 78. 09-01-159,
§ 208-620-010, filed 12/23/08, effective 1/23/09. Statutory Authority: RCW
31.04.165, 31.04.015, 31.04.045, 31.04.075, 31.04.085, 31.04.093, 31.04.-
102, 31.04.115, 31.04.145, 31.04.155, and 31.04.175. 06-04-053, § 208-620-
010, filed 1/27/06, effective 2/27/06. Statutory Authority: RCW 43.320.040,

31.04.045, [31.04].105, [31.04].145, [31.04].155 and [31.04].165. 96-04-
013, § 208-620-010, filed 1/26/96, effective 2/26/96 ]

LICENSING

WAC 208-620-230 Dol need to apply for a consumer
loan licenseif | am lending money in the state of Washing-
ton? If you are in the business of making secured or unse-
cured loans of money or credit at rates above those allowed
under chapter 19.52 RCW, the Usury Act, and you do not
qualify for an exception under RCW 31.04.025, you must
hold a license to avoid noncompliance with the Usury Act.
The current allowable rate under RCW 19.52.020 is twelve
percent or less but that rate may change.

[Statutory Authority: RCW 43.320.040, 19.144.070, 2008 ¢ 78. 09-01-159,
§ 208-620-230, filed 12/23/08, effective 1/23/09. Statutory Authority: RCW
31.04.165, 31.04.015, 31.04.045, 31.04.075, 31.04.085, 31.04.093, 31.04.-

102, 31.04.115, 31.04.145, 31.04.155, and 31.04.175. 06-04-053, § 208-620-
230, filed 1/27/06, effective 2/27/06.]

WAC 208-620-235 |sthereamaximum rate of inter-
est allowed under the act? Y es. Interest rates not exceeding
twenty-five percent per annum are allowed.

[Statutory Authority: RCW 43.320.040, 19.144.070, 2008 ¢ 78. 09-01-159,
§ 208-620-235, filed 12/23/08, effective 1/23/09. Statutory Authority: RCW
31.04.165, 31.04.015, 31.04.045, 31.04.075, 31.04.085, 31.04.093, 31.04.-

102, 31.04.115, 31.04.145, 31.04.155, and 31.04.175. 06-04-053, § 208-620-
235, filed 1/27/06, effective 2/27/06.]

WAC 208-620-240 Once | am licensed, does the act
apply to all loans| make or only those above twelve per-
cent? All loans you make as a licensee are subject to the
authority and restrictions of the act including the provisions
relating to the calculation of the annual fee.

[Statutory Authority: RCW 31.04.165, 31.04.015, 31.04.045, 31.04.075,

31.04.085, 31.04.093, 31.04.102, 31.04.115, 31.04.145, 31.04.155, and
31.04.175. 06-04-053, § 208-620-240, filed 1/27/06, effective 2/27/06.]
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WAC 208-620-245 Does the Consumer Loan Act
allow meto make one or two loans subject to the act with-
out being licensed? The act appliesto al loans made by lic-
ensees and does not provide an exemption for a de minimus
number of loans. If you are not licensed, the act does not
apply to your transactions. See WA C 208-620-230.

[Statutory Authority: RCW 31.04.165, 31.04.015, 31.04.045, 31.04.075,

31.04.085, 31.04.093, 31.04.102, 31.04.115, 31.04.145, 31.04.155, and
31.04.175. 06-04-053, § 208-620-245, filed 1/27/06, effective 2/27/06.]

WAC 208-620-250 If my out-of-state company
appliesfor alicense under the Consumer Loan Act do we
haveto haveabranch in the state of Washington? You are
not required to maintain a physical presence in this state to
get a license but any location doing business under the act,
wherever located, must be licensed.

[Statutory Authority: RCW 31.04.165, 31.04.015, 31.04.045, 31.04.075,

31.04.085, 31.04.093, 31.04.102, 31.04.115, 31.04.145, 31.04.155, and
31.04.175. 06-04-053, § 208-620-250, filed 1/27/06, effective 2/27/06.]

WAC 208-620-260 If | am licensed under the Con-
sumer Loan Act, can | broker loansin the state of Wash-
ington? Yes. You may broker loans under the Consumer
Loan Act or Mortgage Broker Practices Act.

(1) If you broker loans under the Consumer Loan Act,
those loans are subject to assessment under WAC 208-620-
240.

(2) If you broker loans under the Mortgage Broker Prac-
tices Act, chapter 19.146 RCW, you must comply with that
act.

[Statutory Authority: RCW 43.320.040. 08-15-125, § 208-620-260, filed
7/22/08, effective 8/22/08. Statutory Authority: RCW 31.04.165, 31.04.015,
31.04.045, 31.04.075, 31.04.085, 31.04.093, 31.04.102, 31.04.115, 31.04.-

145, 31.04.155, and 31.04.175. 06-04-053, § 208-620-260, filed 1/27/06,
effective 2/27/06.]

WAC 208-620-270 Can | make a loan subject to the
act without fir st getting alicense? If you make aloanthat is
subject to the act, you must either get alicense or risk violat-
ing the Usury Act which limitstherate of interest alender can
charge Washington state residents. Further, if you make a
loan without a consumer loan license and the loan is secured
by residential real estate, you risk violating the Mortgage
Broker Practices Act, chapter 19.146 RCW.

[Statutory Authority: RCW 31.04.165, 31.04.015, 31.04.045, 31.04.075,

31.04.085, 31.04.093, 31.04.102, 31.04.115, 31.04.145, 31.04.155, and
31.04.175. 06-04-053, § 208-620-270, filed 1/27/06, effective 2/27/06.]

WAC 208-620-280 How do | apply for a consumer
loan license? (1) Application. An applicant for a consumer
loan company license must complete aconsumer loan license
application form and include all of the following:

(a) In regard to each principal, officer or member of the
board of directors:

(i) The names, addresses, occupation and prior employ-
ment history including a statement of their experience and
qualifications;

(i) A description of any material litigation in which they
areinvolved,

(i) A signed authorization for a background investiga-
tion on aform provided by the department;
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(iv) A complete set of fingerprints taken by an autho-
rized law enforcement officer, if requested; and

(v) An independent credit report obtained from a recog-
nized credit reporting agency, if requested;

(b) A current financial statement as of the most recent
quarter end, prepared in accordance with generally accepted
accounting principles. The statement does not have to be
audited but must include a statement of assets and liabilities
and a profit and loss statement;

(c) A current, dated organizational chart for the applicant
with names and titles of all officers, managers and supervi-
sory personnel;

(d) A current, dated organizational chart identifying the
holding companies, affiliates, and subsidiaries of the appli-
cant and percentage owned or controlled;

(e) A certificate of existence/authorization obtained from
the Washington secretary of state;

(f) A valid surety bond in the amount specified in WAC
208-620-320;

(g9) For out-of-state licensees, the name, address, phone
number, and fax number of its registered agent;

(h) Thelocation of its records;

(i) A description of any current materia civil litigation
involving the company or any of the officers, directors or
owners; and

() The fee required under WA C 208-620-290.

(2) Completion of an application. An applicationisnot
considered to be complete unless:

(8 All documents and other information regquested by
the department have been submitted in acompleted form; and

(b) There are no unresolved complaints filed with the
department or other outstanding regulatory or law enforce-
ment i ssues concerning the applicant and its principal s, offic-
ersand directors.

(3) Responsible applicants. Each of the principals,
officers and directors of the entity that is applying for a
license is deemed responsible for the information submitted
as part of the application.

[Statutory Authority: RCW 31.04.165, 31.04.015, 31.04.045, 31.04.075,

31.04.085, 31.04.093, 31.04.102, 31.04.115, 31.04.145, 31.04.155, and
31.04.175. 06-04-053, § 208-620-280, filed 1/27/06, effective 2/27/06.]

WAC 208-620-285 If my application isincomplete
when | file it with the department, what will happen? For
purposes of efficiency, the department may reject an incom-
plete application. The department may return the submission
to the applicant along with an explanation of the items needed
to complete the application.

[Statutory Authority: RCW 31.04.165, 31.04.015, 31.04.045, 31.04.075,

31.04.085, 31.04.093, 31.04.102, 31.04.115, 31.04.145, 31.04.155, and
31.04.175. 06-04-053, § 208-620-285, filed 1/27/06, effective 2/27/06.]

WAC 208-620-290 What fees will | be charged for
my application for a consumer loan license? (1) Applica-
tion fees. The director will charge the applicant or licensee
$95.55 per hour for review of its application and attendant
investigation for the following:

(a) New consumer loan company license;

(b) New branch officelicense;

(c) Notice of change of control; or
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(d) Opinions rendered regarding interpretations of stat-
utes and rules.

(2) Licenses. The licensee will be charged $106.71 for
the issuance of the following licenses:

(a) New or replacement main office licenses; or
(b) New or replacement branch licenses.

[Statutory Authority: RCW 31.04.165, 31.04.015, 31.04.045, 31.04.075,
31.04.085, 31.04.093, 31.04.102, 31.04.115, 31.04.145, 31.04.155, and
31.04.175. 06-04-053, § 208-620-290, filed 1/27/06, effective 2/27/06.]

WAC 208-620-300 If | want to open more than one
office, do| havetofilean application for each location? A
licensee must complete a consumer loan license application
for each consumer loan company branch office, loan servic-
ing location or direct solicitation location, and provide evi-
dence of surety bond coverage for any additional branch. The
director may require that all or some of the information pro-
vided in the original application be updated.

[Statutory Authority: RCW 31.04.165, 31.04.015, 31.04.045, 31.04.075,
31.04.085, 31.04.093, 31.04.102, 31.04.115, 31.04.145, 31.04.155, and
31.04.175. 06-04-053, § 208-620-300, filed 1/27/06, effective 2/27/06.]

WAC 208-620-310 Isit necessary to license an office
that isonly providing underwriting and other back-office
services? A location that is solely providing underwriting
and other back-office services on Washington loans and has
only incidental contact with the borrower, is not required to
be licensed.

[Statutory Authority: RCW 31.04.165, 31.04.015, 31.04.045, 31.04.075,
31.04.085, 31.04.093, 31.04.102, 31.04.115, 31.04.145, 31.04.155, and
31.04.175. 06-04-053, § 208-620-310, filed 1/27/06, effective 2/27/06.]

WAC 208-620-320 What is the amount of the bond
required for my consumer loan license? (1) L oans not
secured by real estate. For licensees making loans not
secured by real property, the penal sum of the bond is one
hundred thousand dollars for each office up to five locations.
For each additional branch office over five, the amount of the
bond must be increased by ten thousand dollars.

(2) Loanssecured by real estate. For alicensee making
loans secured by real property, the penal sum of the bond is
four hundred thousand dollars.

[Statutory Authority: RCW 43.320.040, 19.144.070, 2008 ¢ 78. 09-01-159,
§208-620-320, filed 12/23/08, effective 1/23/09. Statutory Authority: RCW
43.320.040. 08-15-125, § 208-620-320, filed 7/22/08, effective 8/22/08.
Statutory Authority: RCW 31.04.165, 31.04.015, 31.04.045, 31.04.075,
31.04.085, 31.04.093, 31.04.102, 31.04.115, 31.04.145, 31.04.155, and
31.04.175. 06-04-053, § 208-620-320, filed 1/27/06, effective 2/27/06.]

WAC 208-620-330 Does the surety bond need to
reflect coverage for licensee and its W-2 employees and
independent contractors? Yes. The surety bond must cover
both the licensee and all employees and independent contrac-
tors working for the licensee.

[Statutory Authority: RCW 43.320.040, 19.144.070, 2008 c 78. 09-01-159,
§ 208-620-330, filed 12/23/08, effective 1/23/09. Statutory Authority: RCW
31.04.165, 31.04.015, 31.04.045, 31.04.075, 31.04.085, 31.04.093, 31.04.-
102, 31.04.115, 31.04.145, 31.04.155, and 31.04.175. 06-04-053, § 208-620-
330, filed 1/27/06, effective 2/27/06.]
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WAC 208-620-340 Dol haveany alter nativeto main-
taining a surety bond? Bond substitute.

(1) Washington business corporation. A licensee that
is a Washington business corporation may maintain a bond
substitute, as defined in WAC 208-620-010, in lieu of a
surety bond.

(2) Amount of the bond substitute. The licensee must
maintain unimpaired capital in an amount so that the aggre-
gate sum of the licensee's debt, including outstanding prom-
issory notes or other evidences of debt, does not at any time
exceed three times the amount of its bond substitute.

(3) Long-term subordinated debt. Long-term subordi-
nated debt, as defined in WAC 208-620-010, may be
excluded from the licensee's debt for purposes of calculating
the bond substitute only if any claim by the subordinate debt-
holder on the licensee's assets is junior to claims by the state
or a consumer under the act. The licensee must file with the
director a subordination agreement in favor of the state.

(4) Bad debtsand uncollectiblejudgments. A licensee
that maintains a bond substitute may not consider bad debts
and uncollectible judgments as assets for purposes of calcu-
lating the bond substitute. A bad debt is any debt owed to the
licensee upon which any payment is six months or more past
due. An uncollectible judgment is any judgment which is
more than two years old and which has not been paid.

(5) Review of requirements. The director may evaluate
the documentation submitted by the licensee or other docu-
mentation requested by the director to determine whether the
bond substitute meets the requirements of RCW 31.04.045
(3).

[Statutory Authority: RCW 31.04.165, 31.04.015, 31.04.045, 31.04.075,
31.04.085, 31.04.093, 31.04.102, 31.04.115, 31.04.145, 31.04.155, and
31.04.175. 06-04-053, § 208-620-340, filed 1/27/06, effective 2/27/06.]

WAC 208-620-350 If | qualify to use a bond substi-
tute in lieu of a surety bond, what documentation do |
haveto providetothe department? (1) Semiannual finan-
cial statementsrequired. A licensee that maintains a bond
substitute must submit semiannually to the director year-to-
date financial statements prepared in accordance with gener-
ally accepted accounting principles, including at a minimum
astatement of assets and liabilities and a profit and | oss state-
ment.

(2) More frequent financial reporting. The director
may require that financial reports be submitted more fre-
quently if past financial reports have been prepared incor-
rectly or were misleading or if thereis substantial risk that the
licensee will violate the bond substitute standard.

(3) Additional information to be filed. The director
may require other documents, agreements and information
deemed necessary to properly evaluate and ensure that the
licensee remains in compliance with this section.

(4) Failure to file financial statements as required.
The director may require alicensee that fails to file its finan-
cia statements under subsection (1) of thissectionto obtain a
surety bond within thirty days of that failure.

[Statutory Authority: RCW 43.320.040. 08-15-125, § 208-620-350, filed
7/22/08, effective 8/22/08. Statutory Authority: RCW 31.04.165, 31.04.015,
31.04.045, 31.04.075, 31.04.085, 31.04.093, 31.04.102, 31.04.115, 31.04.-

145, 31.04.155, and 31.04.175. 06-04-053, § 208-620-350, filed 1/27/06,
effective 2/27/06.]
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WAC 208-620-360 What if | choose the bond substi-
tutealter native and my unimpair ed capital fallsbelow the
minimum? Failure to maintain sufficient unimpaired
capital. A licensee that does not maintain a sufficient bond
substitute shall notify the director within ten days as required
by WA C 208-620-490. The licensee must then obtain and file
with the director a surety bond in the amount required by
WA C 208-620-320 within twenty days after receiving notice
from the director. A licensee that files a surety bond under
this section must maintain the surety bond for five years after
the date of noncompliance. During this five-year period, the
director will not accept a bond substitute.

[Statutory Authority: RCW 43.320.040. 08-15-125, § 208-620-360, filed
7/22/08, effective 8/22/08. Statutory Authority: RCW 31.04.165, 31.04.015,
31.04.045, 31.04.075, 31.04.085, 31.04.093, 31.04.102, 31.04.115, 31.04.-
145, 31.04.155, and 31.04.175. 06-04-053, § 208-620-360, filed 1/27/06,
effective 2/27/06.]

WAC 208-620-370 What arethegroundsfor denying
or conditioning my license application? The director may
deny or condition approval of a license application if the
applicant or any principal, officer, or board director of the
applicant:

(1) Failingto pay. Failsto pay afee duethe department;

(2) Failing to demonstrate financial responsibility or
fitness. Failsto demonstrate financial responsibility, experi-
ence, character, and general fitnessto operate a business hon-
estly, fairly, and efficiently within the purposes of the Con-
sumer Loan Act. The director may find that the person has
failed to make the demonstration if, among other things:

(8) The person is or has been subject to an injunction or
an administrative action issued pursuant to the Consumer
Loan Act, the Consumer Protection Act, the Mortgage Bro-
ker Practices Act, the Insurance Code, the Securities Act, or
similar laws in this or another state; or

(b) An independent credit report issued by a recognized
credit reporting agency indicates that the person has a history
of unpaid debts; or

(c) The person is the subject of a criminal felony indict-
ment, or a criminal misdemeanor charge involving dishon-
esty or financial misconduct; or

(d) The person isinsolvent in the sense that the val ue of
the applicant's or licensee's liabilities exceeds its assets or in
the sense that the applicant or licensee cannot meet its obliga-
tions as they mature;

(3) Misrepresentations or omissions. Has omitted or
concealed amaterial fact from the department or has misrep-
resented a material fact to the department;

(4) Prior business conduct. Has been found to have
committed an act of misrepresentation or fraud in any aspect
of the conduct of the lending or brokering business or profes-
sion;

(5) Failure to complete the application. Has faled to
complete its application as defined in WAC 208-620-280,
within a reasonable time after being notified that the depart-
ment considers the file abandoned for failure to provide
requested information or documentation.

[Statutory Authority: RCW 31.04.165, 31.04.015, 31.04.045, 31.04.075,

31.04.085, 31.04.093, 31.04.102, 31.04.115, 31.04.145, 31.04.155, and
31.04.175. 06-04-053, § 208-620-370, filed 1/27/06, effective 2/27/06.]
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WAC 208-620-380 Arethereany additional require-
ments for out-of-state licensees? (1) All locations must be
licensed. Any person that conducts business under the act
with Washington residents must obtain alicense for al loca-
tions from which business is conducted, including out-of-
state locations, with the exception of those office locations
providing only underwriting and back office services under
WAC 208-620-310.

(2) Keeping records out-of-state. The director may
approve the maintenance of a licensee's records at an out-of -
state location. The licensee must request approval in writing
and must agree to provide the director access to the records
and pay the hourly rate plus travel costs pursuant to WAC
208-620-590. Agreement to allow access to the records is a
condition of licensing of an out-of-state location.

(3) Serviceon out-of-statelicensee. An out-of-statelic-
ensee's registered agent in Washington is the licensee's agent
for service of process, notice, or demand.

[Statutory Authority: RCW 31.04.165, 31.04.015, 31.04.045, 31.04.075,

31.04.085, 31.04.093, 31.04.102, 31.04.115, 31.04.145, 31.04.155, and
31.04.175. 06-04-053, § 208-620-380, filed 1/27/06, effective 2/27/06.]

WAC 208-620-390 If | am offering loans by mail or
internet to Washington residents, do | have to license
those locations? Any person that conducts business under
the act with Washington residents must obtain a license for
all locations including those that offer loans by mail or inter-
net.

[Statutory Authority: RCW 31.04.165, 31.04.015, 31.04.045, 31.04.075,

31.04.085, 31.04.093, 31.04.102, 31.04.115, 31.04.145, 31.04.155, and
31.04.175. 06-04-053, § 208-620-390, filed 1/27/06, effective 2/27/06.]

WAC 208-620-395 Do | need to display my licensein
my place of business? Yes. The main office and branch
office license must be conspicuously displayed at the
licensed location.

[Statutory Authority: RCW 31.04.165, 31.04.015, 31.04.045, 31.04.075,

31.04.085, 31.04.093, 31.04.102, 31.04.115, 31.04.145, 31.04.155, and
31.04.175. 06-04-053, § 208-620-395, filed 1/27/06, effective 2/27/06.]

WAC 208-620-400 Can | sharean officewith another
business? (1) A licensee may conduct its business in a
licensed location in which other persons are engaged in busi-
ness.

(2) The licensee must comply with RESPA Sec.
3500.15, including the required disclosures and prohibitions
on referral feesif:

(a) The licensee has effective control over the person
sharing space; or

(b) The person sharing space has effective control over
the licensee; or

(c) The licensee and the person sharing space are under
common control by athird person; or

(d) The licensee is a corporation related to another cor-
poration as parent to subsidiary and one refers business inci-
dent to or apart of areal estate settlement service to the other.
[Statutory Authority: RCW 43.320.040. 08-15-125, § 208-620-400, filed
7/22/08, effective 8/22/08. Statutory Authority: RCW 31.04.165, 31.04.015,
31.04.045, 31.04.075, 31.04.085, 31.04.093, 31.04.102, 31.04.115, 31.04.-

145, 31.04.155, and 31.04.175. 06-04-053, § 208-620-400, filed 1/27/06,
effective 2/27/06.]
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WAC 208-620-410 May | sell other typesof products
from my licensed location? A licensee may engage in the
sale of incidental products on the premises of the licensed
location only after receiving approval from the director. For
the purpose of this section "incidental" means products or
services not related to the original loan, including, but not
limited to, warranties, insurance, and prepaid legal services.
The cost of the products may, at the consumer's option, be
paid from the proceeds of the loan and included in the princi-
pal balance provided that:

(1) The purchase of the product is not a factor in the
approval of credit and thisfact is clearly disclosed in writing
to the consumer; and

(2) The consumer gives the licensee written permission
to purchase the product after receiving disclosure of theterms
and cost.

[Statutory Authority: RCW 31.04.165, 31.04.015, 31.04.045, 31.04.075,

31.04.085, 31.04.093, 31.04.102, 31.04.115, 31.04.145, 31.04.155, and
31.04.175. 06-04-053, § 208-620-410, filed 1/27/06, effective 2/27/06.]

WAC 208-620-420 May | transact businessin a name
other than the name on my license? No. A licensee may
transact business such as making aloan or providing applica-
ble disclosures only under the name on thelicense. A licensee
may apply to the department to add atrade nameto itslicense
but it may not use the DBA (doing business as) aloneto trans-
act business.

[Statutory Authority: RCW 31.04.165, 31.04.015, 31.04.045, 31.04.075,

31.04.085, 31.04.093, 31.04.102, 31.04.115, 31.04.145, 31.04.155, and
31.04.175. 06-04-053, § 208-620-420, filed 1/27/06, effective 2/27/06.]

WAC 208-620-425 May | transfer or assign my
license? No. A licenseis given to a specific entity with spe-
cific individuals at a specific location. If twenty percent or
more of the business is transferred or sold to another person,
the licensee and the proposed new licenseg(s) must apply to
the department for alicense.

[Statutory Authority: RCW 43.320.040. 08-15-125, § 208-620-425, filed
7/22/08, effective 8/22/08. Statutory Authority: RCW 31.04.165, 31.04.015,
31.04.045, 31.04.075, 31.04.085, 31.04.093, 31.04.102, 31.04.115, 31.04.-

145, 31.04.155, and 31.04.175. 06-04-053, § 208-620-425, filed 1/27/06,
effective 2/27/06.]

LICENSEE REPORT REQUIREMENTS

WAC 208-620-430 What are my annual filing
requirements as a consumer loan licensee? Each year you
are required to file a consolidated annual report on a form
provided by the department. Y ou must also pay afee (assess-
ment) based on your loan portfolio from the prior calendar
year end, plus the loan activity conducted during the report-
ing year.

(1) Annual report and assessment due March 1st.
Y ou must provide the completed consolidated annual report,
worksheet, and annual fee to the department by March 1st of
each year.

(2) Late penalties. A licensee that fails to submit the
required annual report, worksheet, and assessment by March
1st is subject to a penalty of fifty dollars per report for each
day of delay. For example, if the department receivesthe con-
solidated annual report and worksheet on March 4th, the lic-
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ensee would have to pay an additional three hundred dollars
as alate penalty.

(3) Failureto file. If alicensee fails to pay its annual
assessment and file aworksheet by April 1st the director may
file a claim against the licensee's surety bond for failing to
faithfully conform to and abide by the Consumer Loan Act.
The department may make a claim on the licensee's surety
bond for the late penalties under subsection (2) of this section
and the greater of:

(a) The assessment paid the previous year;

(b) The average annual assessment paid in the previous
two years; or

(c) Fifteen hundred dollars.

[Statutory Authority: RCW 43.320.040. 08-15-125, § 208-620-430, filed
7/22/08, effective 8/22/08. Statutory Authority: RCW 31.04.165, 31.04.015,
31.04.045, 31.04.075, 31.04.085, 31.04.093, 31.04.102, 31.04.115, 31.04.-

145, 31.04.155, and 31.04.175. 06-04-053, § 208-620-430, filed 1/27/06,
effective 2/27/06.]

WAC 208-620-440 How do | calculate my annual
assessment for activity in Washington? (1) Calculation of
the annual assessment. The annual assessment is based on
the "adjusted total loan value" as defined in subsection (2) of
this section. The amount of the annual assessment is deter-
mined by multiplying the adjusted total loan value of the
loans in the year being assessed by .000180271.

(2) All loans counted in assessment calculation. The
"adjusted total loan value" isthe sum of;

(8) The principal loan balance on Washington loans in
your loan portfolio on December 31 of the prior year; plus

(b) Thetotal principal loan amount of all first and junior
lien Washington loans both under and over twelve percent
interest, you made, brokered, or purchased during the assess-
ment year.

[Statutory Authority: RCW 43.320.040. 08-15-125, § 208-620-440, filed
7/22/08, effective 8/22/08. Statutory Authority: RCW 31.04.165, 31.04.015,
31.04.045, 31.04.075, 31.04.085, 31.04.093, 31.04.102, 31.04.115, 31.04.-

145, 31.04.155, and 31.04.175. 06-04-053, § 208-620-440, filed 1/27/06,
effective 2/27/06.]

WAC 208-620-460 Must | filemy annual report even
if I go out of business during the year? (1) A licensee that
ceases operations during the year must file the consolidated
annual report and pay the annual assessment required in
WA C 208-620-430 within thirty days of closure.

(2) Failure to file within thirty days of closure will trig-
ger the bond claim process as described in WAC 208-620-
430(3), or other action.

[Statutory Authority: RCW 43.320.040. 08-15-125, § 208-620-460, filed
7/22/08, effective 8/22/08. Statutory Authority: RCW 31.04.165, 31.04.015,
31.04.045, 31.04.075, 31.04.085, 31.04.093, 31.04.102, 31.04.115, 31.04.-

145, 31.04.155, and 31.04.175. 06-04-053, § 208-620-460, filed 1/27/06,
effective 2/27/06.]

WAC 208-620-470 Do | need to notify the depart-
ment if | move the location of my office? Yes. At least ten
days prior to changing the location of your main or branch
office, you must file an amendment for the change of location
with the department, and receive approval from the director.
[Statutory Authority: RCW 43.320.040. 08-15-125, § 208-620-470, filed

7/22/08, effective 8/22/08. Statutory Authority: RCW 31.04.165, 31.04.015,
31.04.045, 31.04.075, 31.04.085, 31.04.093, 31.04.102, 31.04.115, 31.04.-
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145, 31.04.155, and 31.04.175. 06-04-053, § 208-620-470, filed 1/27/06,
effective 2/27/06.]

WAC 208-620-475 Must | notify the department if |
cease doing businessin this stateif | am doing businessin
other states? Yes. You must notify the department within
twenty days after you cease doing business in the state of
Washington. Additionally, to end your filing responsibilities,
you must file a Consumer Loan Closure Form, including the
final annual report, worksheet, and submit any fees owed.
Finally, you must return your license.

[Statutory Authority: RCW 43.320.040. 08-15-125, § 208-620-475, filed
7/2208, effective 8/22/08. Statutory Authority: RCW 31.04.165, 31.04.015,
31.04.045, 31.04.075, 31.04.085, 31.04.093, 31.04.102, 31.04.115, 31.04.-

145, 31.04.155, and 31.04.175. 06-04-053, § 208-620-475, filed 1/27/06,
effective 2/27/06.]

WAC 208-620-480 What are my reporting responsi-
bilitiesif my company filesfor bankruptcy? (1) Chapter 7
bankruptcy. A licensee that files for chapter 7 bankruptcy
must notify the director within ten days, surrender its
license(s) and deliver the consolidated annual report and
worksheet for the period in business that year within sixty
days of filing bankruptcy.

(2) Chapter 11 bankruptcy. A licensee that files for
chapter 11 bankruptcy must notify the director within ten
days.

[Statutory Authority: RCW 31.04.165, 31.04.015, 31.04.045, 31.04.075,
31.04.085, 31.04.093, 31.04.102, 31.04.115, 31.04.145, 31.04.155, and
31.04.175. 06-04-053, § 208-620-480, filed 1/27/06, effective 2/27/06.]

WAC 208-620-490 What are my reporting responsi-
bilities when something of significance happensto my
business? (1) Prior notification required. A licensee must
notify the director in writing ten days prior to a change of the
licensee's:

(& Principal place of business or any of its branch
offices,

(b) Name or legal status (e.g., from sole proprietor to
corporation, €tc.);

(¢) Name and mailing address of the out-of-state lic-
ensee's registered agent;

(d) Legal or trade name; or

(e) A change of ownership control of ten percent or
more.

(2) Post notification within ten days. A licensee must
notify the director in writing within ten days after an occur-
rence of any of the following:

(&) Change in mailing address, telephone number, fax
number, or e-mail address;

(b) Cancellation or expiration of its Washington state
master business license;

(c) Change in its standing with the state of Washington
secretary of state, including the resignation or change of the
registered agent;

(d) Failure to maintain the appropriate unimpaired capi-
tal under WAC 208-620-340; or

(e) Receipt of notification of cancellation of the lic-
ensee's surety bond.

(3) Post notification within twenty days. A licensee
must notify the director in writing within twenty days after
the occurrence of any of the following developments:
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(a) Receipt of notification of the institution of license
revocation proceduresin any state against the licenses;

(b) The filing of a felony indictment or information
related to lending or brokering activities of the licensee, or
any officer, board director, or principal of the licensee or an
indictment or information involving dishonesty of the lic-
ensee, or any officer, board director, or principal of the lic-
ensee;

(c) The licensee, or any officer, director, or principal of
the licensee is convicted of afelony, or a gross misdemeanor
involving lending, brokering or financial misconduct; or

(d) The filing of any material litigation against the lic-
ensee.

[Statutory Authority: RCW 31.04.165, 31.04.015, 31.04.045, 31.04.075,

31.04.085, 31.04.093, 31.04.102, 31.04.115, 31.04.145, 31.04.155, and
31.04.175. 06-04-053, § 208-620-490, filed 1/27/06, effective 2/27/06.]

WAC 208-620-500 What are my reporting require-
mentsif | want to close one or more of my branch offices?
If you close a branch office, you must immediately notify the
department using the Consumer Loan Office Closure Form.
Y ou must also return the original license.

[Statutory Authority: RCW 43.320.040. 08-15-125, § 208-620-500, filed
7/22/08, effective 8/22/08. Statutory Authority: RCW 31.04.165, 31.04.015,
31.04.045, 31.04.075, 31.04.085, 31.04.093, 31.04.102, 31.04.115, 31.04.-

145, 31.04.155, and 31.04.175. 06-04-053, § 208-620-500, filed 1/27/06,
effective 2/27/06.]

DISCLOSURE AND OTHER OBLIGATIONS

WAC 208-620-505 In addition tothe Consumer L oan
Act, what other laws do | have to comply with? Y ou must
ensure you are in compliance with all federal and state laws
and regulations that apply to lending or brokering loans when
applicable to the transaction including the Truth in Lending
Act, the Equal Credit Opportunity Act, the Home Mortgage
Disclosure Act, the Bank Secrecy Act, the Real Estate Settle-
ment Procedures Act, the Gramm-Leach-Bliley Act, the Fair
Debt Collection Practices Act, the Fair Credit Reporting Act,
the Federal Trade Commission Act, the Telemarketing and
Consumer Fraud and Abuse Act, the Washington State Fair
Housing Act, and the Federal Trade Commission Telephone
SalesRule, 16 C.F.R. Part 310.

[Statutory Authority: RCW 31.04.165, 31.04.015, 31.04.045, 31.04.075,

31.04.085, 31.04.093, 31.04.102, 31.04.115, 31.04.145, 31.04.155, and
31.04.175. 06-04-053, § 208-620-505, filed 1/27/06, effective 2/27/06.]

WAC 208-620-510 What are my disclosure obliga-
tions to consumers under the Consumer Loan Act? (1)
Content requirements. In addition to complying with the
applicable disclosure requirements in the federal and state
statutes referred to in WAC 208-620-505 if the loan will be
secured by alien on real property, you must also provide the
borrower or potential borrower an estimate of the annual per-
centage rate on the loan and a disclosure of whether or not the
loan contains a prepayment penalty within three days of
receipt of aloan application.

(2) Proof of delivery. The licensee must be able to
prove that the disclosures under subsection (1) of this section
were provided within the required time frames. In most cases,
proof of mailing is sufficient evidence of delivery. If the lic-
ensee has an established system of disclosure tracking that
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includes adisclosure and correspondence log, checklists, and
areasonable system for determining if aborrower did receive
the documents, the licensee will be presumed to be in compli-
ance.

(3) Each licensee shall maintain in its files sufficient
information to show compliance with state and federal law.
[Statutory Authority: RCW 31.04.165, 31.04.015, 31.04.045, 31.04.075,

31.04.085, 31.04.093, 31.04.102, 31.04.115, 31.04.145, 31.04.155, and
31.04.175. 06-04-053, § 208-620-510, filed 1/27/06, effective 2/27/06.]

WAC 208-620-511 What isthe disclosure required
under RCW 19.144.020? See WAC 208-600-200.

[Statutory Authority: RCW 43.320.040, 19.144.070, 2008 ¢ 78. 09-01-159,
§ 208-620-511, filed 12/23/08, effective 1/23/09.]

WAC 208-620-512 If | pull a credit report on a con-
sumer who has identified a specific property on a pur-
chase and sales agreement or contract, or isrefinancing a
specific property, isthat enough to trigger the required
disclosures under RESPA and TILA? Yes. At that point,
you have collected enough information on behalf of the con-
sumer for you to anticipate acredit decision under Regulation
X, 24 C.F.R. Sections 3500 et seq. and you must provide the
consumers with al required disclosures.

[Statutory Authority: RCW 31.04.165, 31.04.015, 31.04.045, 31.04.075,

31.04.085, 31.04.093, 31.04.102, 31.04.115, 31.04.145, 31.04.155, and
31.04.175. 06-04-053, § 208-620-512, filed 1/27/06, effective 2/27/06.]

POWERSAND RESTRICTIONS

WAC 208-620-515 What authority do | haveasalic-
ensee? (1) Asalicensee you may:

(8) Lend money at a rate that does not exceed twenty-
five percent per annum as determined by the simple interest
method of calculating interest owed;

(b) In connection with the making of aloan, charge the
borrower a nonrefundable, prepaid, loan origination fee not
to exceed four percent of the first twenty thousand dollars and
two percent thereafter of the principal amount of the loan
advanced to or for the direct benefit of the borrower, which
fee may beincluded in the principal balance of the loan;

(¢) In connection with the making of a loan secured by
real estate, when the borrower actually obtains a loan, agree
with the borrower to pay afeeto amortgage broker that isnot
owned by the licensee or under common ownership with the
licensee and that performed services in connection with the
origination of the loan. A licensee may not receive compen-
sation asamortgage broker in connection with any loan made
by the licenses;

(d) The powers listed in () and (b) of this subsection
apply only to junior lien mortgage loans, and to lenders that
are not "creditors" under the Depository Ingtitutions Deregu-
latory and Monetary Control Act when making first lien
mortgage |oans and nonmortgage loans.

(2) Agree with the borrower for the payment of fees to
third parties other than the licensee who provide goods or ser-
vicesto the licensee in connection with the preparation of the
borrower'sloan, including, but not limited to, credit reporting
agencies, title companies, appraisers, structural and pest
inspectors, and escrow companies, when such fees are actu-
ally paid by the licensee to a third party for such services or
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purposes and may include such feesin the amount of the loan.
However, no charge may be collected unless a loan is made,
except for reasonable fees actually and properly incurred in
connection with the appraisal of property by aqualified, inde-
pendent, professional, third-party appraiser selected by the
borrower and approved by the lender or in the absence of bor-
rower selection, selected by the lender.

(3) Charge and collect a penalty of not more than ten per-
cent of any installment payment delinquent ten days or more.

(4) Collect from the debtor reasonable attorneys' fees,
actual expenses, and costs incurred in connection with the
collection of a delinquent debt, a repossession, or a foreclo-
sure when adebt is referred for collection to an attorney who
is not a salaried employee of the licensee.

(5) Make open-end loans as provided in the act.

(6) In accordance with Title 48 RCW, sell insurance cov-
ering real and personal property, covering the life or disabil-
ity or both of the borrower, and covering the involuntary
unemployment of the borrower.

[Statutory Authority: RCW 43.320.040. 08-15-125, § 208-620-515, filed
7/22/08, effective 8/22/08. Statutory Authority: RCW 31.04.165, 31.04.015,
31.04.045, 31.04.075, 31.04.085, 31.04.093, 31.04.102, 31.04.115, 31.04.-

145, 31.04.155, and 31.04.175. 06-04-053, § 208-620-515, filed 1/27/06,
effective 2/27/06.]

RECORDKEEPING

WAC 208-620-520 How long do | have to maintain
my records under the Consumer Loan Act? (1) General
records. Each licensee must preserve the books, accounts,
records, papers, documents, files, and other information rele-
vant to a loan for a minimum of twenty-five months after
making the final entry on that loan at a location approved by
the director.

(2) Advertising records. A licensee must maintain a
copy of all advertising for aperiod of twenty-five monthsat a
location approved by the director. Such copies shall include
newspaper and print advertising, scripts of radio and televi-
sion advertising, telemarketing scripts, al direct mail adver-
tising, and any advertising distributed directly by delivery,
facsimile or computer network.

[Statutory Authority: RCW 31.04.165, 31.04.015, 31.04.045, 31.04.075,

31.04.085, 31.04.093, 31.04.102, 31.04.115, 31.04.145, 31.04.155, and
31.04.175. 06-04-053, § 208-620-520, filed 1/27/06, effective 2/27/06.]

WAC 208-620-530 Can | maintain my records elec-
tronically? (1) Records must be available. The records
required to be maintained by RCW 31.04.145 may be main-
tained by means of electronic display equipment if such
equipment is made available upon request to the director or
his or her representatives for purposes of examination or
investigation.

(2) The hardware or software needed to display the
record must be maintained during the required retention
period under WA C 208-620-520(1).

(3) Hard copy upon request. A licensee must provide
the records in hard copy upon request of the director.
[Statutory Authority: RCW 31.04.165, 31.04.015, 31.04.045, 31.04.075,

31.04.085, 31.04.093, 31.04.102, 31.04.115, 31.04.145, 31.04.155, and
31.04.175. 06-04-053, § 208-620-530, filed 1/27/06, effective 2/27/06.]
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WAC 208-620-540 Do | need to account separately
for paymentsfrom borrowersfor third party service pro-
viders? A licensee must separately account for all deposits
and disbursements made by or for borrowers for third party
service providers. The funds may not be used for the benefit
of the licensee or any person not entitled to such benefit.
[Statutory Authority: RCW 31.04.165, 31.04.015, 31.04.045, 31.04.075,

31.04.085, 31.04.093, 31.04.102, 31.04.115, 31.04.145, 31.04.155, and
31.04.175. 06-04-053, § 208-620-540, filed 1/27/06, effective 2/27/06.]

RESTRICTIONS, PROHIBITIONS AND GROUNDS
FOR REVOCATION

WAC 208-620-550 What business practices are pro-
hibited? Under RCW 31.04.027, the following constitute an
"unfair or deceptive" act or practice:

(1) Disclosur e of payoff amount. Failureto providethe
exact pay-off amount as of a certain date within five business
days after being requested in writing to do so by a borrower
of record or their authorized representative;

(2) Recognition of payment delivery. Failureto record
aborrower's payment as received on the day it is delivered to
any of the licensee's locations during its regular working
hours;

(3) Charging afeefor best efforts. Soliciting or enter-
ing into a contract with a borrower that providesin substance
that the licensee may earn a fee or commission through its
"best efforts" to obtain aloan even though no loan is actually
obtained for the borrower;

(4) False advertising of rates and fees. Soliciting,
advertising, or entering into a contract for specific interest
rates, points, or other financing terms unless the terms are
actually available at the time;

(5) Falsefiling. Negligently making any false statement
or willfully making any omission of material fact in connec-
tion with any application or any information filed by alic-
ensee in connection with any application, examination or
investigation conducted by the department;

(6) Influencing appraisers. Making any payment,
directly or indirectly, or withholding or threatening to with-
hold any payment, to any appraiser of a property, for the pur-
poses of influencing the independent judgment of the
appraiser with respect to the value of the property;

(7) Documentswith blanks. Leaving blanks on a docu-
ment that is signed by the borrower;

(8) False advertising. Soliciting business using adver-
tising that includes:

(8) An envelope or stationery that contains an official-
looking emblem, such as an eagle or acrest, or that is other-
wise designed to resemble an official government mailing,
such as a mailing from the Internal Revenue Service or the
U.S. Department of the Treasury;

(b) An envelope or stationery containing warnings or
notices citing codes or form numbers made to appear like
government codes or form numbersthat are not required to be
shown on the mailing by the U.S. Postal Service;

(c) Any suggestion or representation that the licenseeiis,
or is affiliated with, a state or federal agency, municipality,
bank, savings bank, trust company, savings and |oan associa-
tion, building and loan association, credit union, or other
entity that it does not actually represent;
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(d) Any suggestion or representation that the solicitation
isfrom an entity other than the licensee;

(e) Any suggestion or representation that the information
about a consumer's current loan was provided by any source
other than the source disclosed pursuant to WAC 208-620-
630;

(9) Inclusion of taxesand insurance. Failing to clearly
disclose to a borrower whether the payment advertised or
offered for areal estate loan includes amounts for taxes,
insurance or other products sold to the borrower;

(10) Force placed insurance. Purchasing insurance on
an asset secured by aloan without first attempting to contact
the borrower by mailing one or more notices to the last
known address of the borrower in order to verify that the
asset is not otherwise insured;

(11) Filing an inappropriate lien. Willfully filing a
lien on property without alegal basisto do so;

(12) Threats and coercion. Coercing, intimidating, or
threatening borrowers in any way with the intent of forcing
them to complete aloan transaction;

(13) Failure to reconvey title to collateral, if any, within
thirty business days when the loan is paid in full unless con-
ditions exist that make compliance unreasonable.

[Statutory Authority: RCW 43.320.040. 08-15-125, § 208-620-550, filed
7/22/08, effective 8/22/08. Statutory Authority: RCW 31.04.165, 31.04.015,
31.04.045, 31.04.075, 31.04.085, 31.04.093, 31.04.102, 31.04.115, 31.04.-

145, 31.04.155, and 31.04.175. 06-04-053, § 208-620-550, filed 1/27/06,
effective 2/27/06.]

WAC 208-620-560 What restrictions are there for
chargingfeeson junior lien loansother than theloan orig-
ination fee when acting as a lender or correspondent
lender? (1) Filing fees. A licensee cannot charge or collect
any funds from the borrower for the cost of filing, as defined
in WAC 208-620-010, or for any other fees paid or to be paid
to public officials, unless such charges are paid or are to be
paid within one hundred eighty days by the licensee to public
officials or other third parties for such filing. Any fee alic-
ensee collects for releasing or reconveying the security for
the obligation must be paid to an unrelated third party.

(2) Dishonored check fees. A licensee may not charge
or collect afee in excess of twenty-five dollars for a check
returned unpaid by the bank drawn upon. Only one fee may
be collected with respect to a particular check even if it has
been redeposited and returned more than once.

(3) Feesfor third-party services. A licensee may not
charge or collect any fee to be paid to a third-party service
provider, as defined in WAC 208-620-010, in excess of the
actual costs paid or to be paid. A licensee may charge the bor-
rower for costs of allowable third-party services as provided
by RCW 31.04.105(3) at the time of application for the loan
or at any time thereafter except as prohibited.

(4) Credit and noncredit insurance.

() Except for the transaction described in (b) of this sub-
section, a licensee may include the premiums for credit and
noncredit insurance in the principal amount of the loan, pro-
vided that purchase of the insurance is not required to obtain
aloan and that thisfact is disclosed to the borrower in writing
and the borrower's confirmation is obtained by signature on
the disclosure form.
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(b) A licensee may not sell single premium credit insur-
anceto aborrower at the inception of coverage unlessthe sale
isin compliance with chapter 48.18 RCW.

(5) Feeson existing loans. Unless otherwise preempted
under the Depository Institutions Deregul atory and Monetary
Control Act, if alicensee makes a new loan or increases a
credit line within one hundred twenty days after originating a
previous loan or credit lineto the same borrower, the origina-
tion fee on the new loan or increased credit line shall be lim-
ited as follows:

(a) The licensee may charge an origination fee only on
that part of the new loan not used to pay the amount due on
the previous loan;

(b) The licensee may charge an origination fee only on
the difference between the amount of the existing credit line
and the increased credit line;

(¢) The limits in (a) and (b) of this subsection do not
apply if the licensee refunds the origination fee on the exist-
ing loan or credit line.

(6) Discount points. A licensee may not collect a fee
from the borrower for lowering the interest rate unless the
interest rate is actually reduced.

(7) Administrative fees. A licensee may not collect a
document preparation fee, a processing fee or a courier fee
unless paid to an unrelated third party and agreed to in
advance by the borrower.

(8) Prepayment penalty. A licensee may not collect a
prepayment penalty on the following loans:

(8 Any nonmortgage loan made at rates authorized by
the act; or

(b) Any adjustable rate residential mortgage |oan, except
as alowed by RCW 19.144.040; or

(c) Any junior lien mortgage loan made at rates autho-
rized by the act; or

(d) Any loan made by a licensee that is not a "creditor"
under DIDMCA.

[Statutory Authority: RCW 43.320.040, 19.144.070, 2008 ¢ 78. 09-01-159,
§ 208-620-560, filed 12/23/08, effective 1/23/09. Statutory Authority: RCW
31.04.165, 31.04.015, 31.04.045, 31.04.075, 31.04.085, 31.04.093, 31.04.-

102, 31.04.115, 31.04.145, 31.04.155, and 31.04.175. 06-04-053, § 208-620-
560, filed 1/27/06, effective 2/27/06.]

WAC 208-620-565 What feesam | allowed and not
allowed to charge or receive when acting as a broker
under the act? (1) When acting as a broker under the act,
you are alowed to:

(8) Charge and collect a broker's fee pursuant to WAC
208-620-515 (1)(b).

(b) Receive a yield spread premium (Y SP). You must
disclose the Y SP as a dollar amount or dollar amount range
on the good faith estimate, and as a dollar amount on the set-
tlement statement.

(c) Charge aprocessing fee.

(2) When acting as a broker under the act, you are NOT
alowed to:

(8) Charge or receive fees on discount points;

(b) Charge or receive aloan origination feein addition to
abroker'sfee; or

(c) Charge or receive an underwriting fee.

[Statutory Authority: RCW 43.320.040, 19.144.070, 2008 ¢ 78. 09-01-159,
§ 208-620-565, filed 12/23/08, effective 1/23/09.]
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WAC 208-620-570 What are the grounds for sus-
pending or revoking alicense? The director may suspend or
revoke a license if the licensee, or any principal, officer, or
board director of the licensee:

(1) Failingto pay. Failsto pay afee duethe department;

(2) Injunction or administrative action. Isor hasbeen
subject to an injunction or a civil or administrative action
issued pursuant to the Consumer Loan Act, the Consumer
Protection Act, the Mortgage Broker Practices Act or similar
laws of this state or another state;

(3) Substantial unpaid debt. Has accumulated substan-
tial unpaid debt;

(4) Violation of lending laws. Hasbeen found in viola-
tion of another state'slending laws, securitieslaws, real estate
laws or insurance laws resulting in substantial license limita-
tions or significant fines;

(5) Criminal charges. The person is the subject of a
criminal felony charge, or a criminal misdemeanor charge
involving dishonesty or financial misconduct;

(6) Bond canceled. Has had its surety bond canceled or
revoked for cause;

(7) Deterioration of business. Hasallowed thelicensed
consumer loan business to deteriorate into a condition which
would result in denial of anew application for alicense;

(8) Aiding unlicensed practice. Hasaided or abetted an
unlicensed person to practice in violation of the Consumer
Loan Act or the Mortgage Broker Practices Act;

(9) Incompetence resulting in injury. Has demon-
strated incompetence or negligence that results in financial
harm to a person or that creates an unreasonable risk that a
person may be harmed;

(10) Insolvency. Isinsolvent in the sense that the value
of the licensee's liahilities exceeds its assets or in the sense
that the applicant or licensee cannot meet its obligations as
they mature;

(11) Failure to comply. Has failed to comply with an
order, directive, subpoena, or requirement of the director, or
his or her designee, or with an assurance of discontinuance
entered into with the director, or his or her designee;

(12) Misrepresentation or fraud. Has performed an act
of misrepresentation or fraud in any aspect of the conduct of
the lending or brokering business or profession;

(13) Failureto cooperate. Hasfailed to cooperate with
the director, or his or her designee, including without limita-
tion by:

(a) Not furnishing any records regquested by the director
for purposes of conducting a lawful investigation for disci-
plinary actions or denial, suspension, or revocation of a
license; or

(b) Not furnishing any records requested by the director
for purposes of conducting alawful investigation into a com-
plaint against the licensee filed with the department, or pro-
viding afull and complete written explanation of the circum-
stances of the complaint upon request by the director;

(14) Interference with investigation. Has interfered
with a lawful investigation or disciplinary proceeding by
willful misrepresentation of facts before the director or the
director's designee, or by the use of threats or harassment
against a client, witness, employee of the licensee, or repre-
sentative of the director for the purpose of preventing them
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from discovering evidence for, or providing evidence in, any
disciplinary proceeding or other legal action.
[Statutory Authority: RCW 31.04.165, 31.04.015, 31.04.045, 31.04.075,

31.04.085, 31.04.093, 31.04.102, 31.04.115, 31.04.145, 31.04.155, and
31.04.175. 06-04-053, § 208-620-570, filed 1/27/06, effective 2/27/06.]

EXAMINATIONS

WAC 208-620-580 Asa licensee, will my business be
subject to periodic examinations? Each consumer loan
company can expect to be visited periodically by the depart-
ment's examiners. The director or desighee may examine,
wherever located, the records used in the business of every
licensee and of every person who is engaged in the consumer
loan business, whether the person acts or claims to act as
principal or agent, or under or without the authority of this
chapter. For that purpose the director or designee shall have
free access, at reasonable times during business hours, to the
offices and places of business and all books and records of
the business.

[Statutory Authority: RCW 31.04.165, 31.04.015, 31.04.045, 31.04.075,

31.04.085, 31.04.093, 31.04.102, 31.04.115, 31.04.145, 31.04.155, and
31.04.175. 06-04-053, § 208-620-580, filed 1/27/06, effective 2/27/06.]

WAC 208-620-590 How much will | be charged for
my periodic examinations and when will the payment be
due? (1) Hourly charge for examinations. A licensee will
be charged $69.01 per hour for regular and special examina-
tions of the licensee's records.

(2) A licensee that makes loans pursuant to the act from
out-of-state locations, maintains records outside the state or
services loans pursuant to the act outside the state will be
charged the hourly rate plus travel costs.

(3) Billing for the examinations. Thedirector will sub-
mit an invoice for the charges following the completion of
any applicable examination. The charges must be paid within
thirty days after the invoice is submitted to the licensee.
[Statutory Authority: RCW 31.04.165, 31.04.015, 31.04.045, 31.04.075,

31.04.085, 31.04.093, 31.04.102, 31.04.115, 31.04.145, 31.04.155, and
31.04.175. 06-04-053, § 208-620-590, filed 1/27/06, effective 2/27/06.]

WAC 208-620-600 How often will the department
visit my business to examine my records? There is no set
schedule to examine each licensee. Licensees will be exam-
ined on a flexible schedule based upon the potential risk of
the business to the public.

[Statutory Authority: RCW 31.04.165, 31.04.015, 31.04.045, 31.04.075,

31.04.085, 31.04.093, 31.04.102, 31.04.115, 31.04.145, 31.04.155, and
31.04.175. 06-04-053, § 208-620-600, filed 1/27/06, effective 2/27/06.]

INVESTIGATIONS

WAC 208-620-610 What authority does the depart-
ment haveto investigate violations of the Consumer Loan
Act? (1) Testimony. The director or designees may require
the attendance of and examine under oath all persons whose
testimony may be required about the loans or the business or
the subject matter of any investigation, examination, or hear-
ing.

(2) Production of records or copies. The director or
designee may require the production of books, accounts,
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papers, records, files, and any other information deemed rel-
evant to the inquiry. The director may require the production
of origina books, accounts, papers, records, files, and other
information; may require that such original books, accounts,
papers, records, files, and other information be copied; or
may make copies himself or herself or by designee of such
original books, accounts, papers, records, files, or other infor-
mation.

(3) Subpoena authority. If alicensee or person does
not attend and testify, or does not produce the requested
books, accounts, papers, records, files, or other information,
then the director or designated persons may issue a subpoena
or subpoena duces tecum requiring attendance or compelling
production of the books, accounts, papers, records, files, or
other information.

[Statutory Authority: RCW 31.04.165, 31.04.015, 31.04.045, 31.04.075,

31.04.085, 31.04.093, 31.04.102, 31.04.115, 31.04.145, 31.04.155, and
31.04.175. 06-04-053, § 208-620-610, filed 1/27/06, effective 2/27/06.]

WAC 208-620-611 What federal guidance has the
director adopted for use by the department in determin-
ingif aviolation under RCW 31.04.027 hasoccurred? The
director has adopted:

(1) The Conference of State Bank Supervisors and
American Association of Residential Mortgage Regulators
"Guidance on Nontraditional Mortgage Product Risks"
(released November 14, 2006); and

(2) The Conference of State Bank Supervisors, Ameri-
can Association of Residential Mortgage Regulators, and
National Association of Consumer Credit Administrators
"Satement on Subprime Mortgage Lending,” effective July
10, 2007 (published in the Federal Register at Vol. 72, No.
131).

[Statutory Authority: RCW 43.320.040, 19.144.070, 2008 ¢ 78. 09-01-159,

§ 208-620-611, filed 12/23/08, effective 1/23/09. Statutory Authority: RCW
43.320.040. 08-15-125, § 208-620-611, filed 7/22/08, effective 8/22/08.]

WAC 208-620-612 What must | do to comply with
the federal guidelines on nontraditional mortgage loan
product risks and statement on subprime lending? You
must adopt written policies and procedures implementing the
federal guidelines. The policies and procedures must be
maintained as a part of your books and records and must be
made available to the department upon request.

[Statutory Authority: RCW 43.320.040, 19.144.070, 2008 ¢ 78. 09-01-159,
§ 208-620-612, filed 12/23/08, effective 1/23/09.]

WAC 208-620-613 When | develop policies and pro-
cedures to implement the federal guidelines, what topics
must be included? (1) The policies and procedures must
include, at a minimum, underwriting standards, risk manage-
ment, consumer protection, and control systems. If you only
broker loans under your CLA license, your policies and pro-
cedures must comply with WAC 208-660-X X X. For pur-
poses of this section, the definition of "subprime" and
"subprime loans" is taken from the 2001 Interagency
Expanded Guidance for Subprime Lending Programs (an
attachment to SR 01-4 (GEN), January 31, 2001, by the
Board of Governors of the Federal Reserve System, Division
of Banking, Supervision and Regulation).
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(a) Underwriting standards. To ensure that underwriting
standards are consistent with prudent lending practices, the
underwriting standards should include, at a minimum, an
analysis of borrower characteristics, loan product attributes,
and the borrower's ability to repay the obligation.

(i) Analysis of borrower characteristics. The analysis
must include tolerances for combining borrowerswith certain
characteristics with certain nontraditional 1oan products.

The criteria or range of reasonable tolerances should
consider the characteristics listed in the 2001 Interagency
Expanded Guidance for Subprime Lending Programs.

(i) Loan product attributes. Products with the following
attributes, when combined with the borrower characteristics
above result in higher risk. Therisks are increased if borrow-
ers are not adequately informed of the product features and
risks.

« Low initial payments based on afixed introductory rate
that expires after a short time and then adjusts to a variable
index rate plus a margin. Because initial and subsequent
monthly payments are based on these low introductory rates,
awide initial spread means that borrowers are more likely to
experience negative amortization, severe payment shock, and
an earlier than scheduled recasting of monthly payments.
L oans made to subprime borrowers must not contain any pro-
visions that may |lead to negative amortization.

* Very high or no limits on how much the payment
amount or the interest rate may increase.

* Limited or no documentation of the borrower'sincome.
Stated income is only acceptable if there are mitigating fac-
tors that clearly minimize the need for direct verification of
repayment capacity. Licensees generally must be able to
readily document income using recent W-2 statements, pay
stubs, or tax returns. An exception to this is when the loan
product underwriting itself contemplates reduced documen-
tation (for example, FHA loans).

* Substantial prepayment penalties or prepayment penal-
tiesthat extend beyond sixty days prior to the date the interest
rate will reset.

« Simultaneous second lien loans. When features are lay-
ered, mitigating factors should be present to support the
underwriting decision and the borrower's repayment capac-
ity.

(iii) Ability to repay. For al nontraditiona mortgage
loan products, the analysis of a borrower's repayment capac-
ity must include an evaluation of their ability to repay the
debt by final maturity at the fully indexed rate, assuming a
fully amortizing repayment schedule. In addition, for prime
borrowers qualifying for loan products that permit negative
amortization, the repayment analysis must be based on the
initial loan amount plus any balance increase that may accrue
from the negative amortization provision. The analysis
should avoid over reliance on credit scores as a substitute for
income verification. The higher a loan's credit risk, either
from borrower characteristics or loan features, the more
important it is to verify the borrower's income, assets, and
outstanding liabilities.

(b) Risk management. The scope of the risk management
activities should be determined by the volume of nontradi-
tional mortgages originated or used asinvestment. Licensees
that target subprime borrowers through tailored marketing,
underwriting standards, and risk selection must ensure that
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such programs do not feature terms that could become preda-
tory or abusive. Policy topics should include, at a minimum:

(i) Acceptable product attributes;

(i) Production, sales and securitization practices;

(iii) Limits on risk layering. When features are layered,
licensees should demonstrate that mitigating factors support
the underwriting decision and the borrower's repayment
capacity. Mitigating factors could include higher credit
scores, lower LTV and DTI ratios, significant liquid assets,
mortgage insurance, or other credit enhancements;

(iv) Growth and volume limits by loan type;

(v) Performance measures. Incentive programs should
not produce high concentrations of nontraditional products.
Design performance measures and reporting systems that
provide early warning for increased risk;

(vi) Management reporting and quality control. Focus on
the high risk lending activities. Monitor and document com-
pliance with underwriting standards. Quality control should
include regular audits of nontraditional loan products. Per-
form due diligence in establishing and maintaining relation-
ships with third party originators. Third party originations
must meet the underwriting standards. Document and
respond in writing to all complaints. Take immediate reme-
dial action which could include more thorough application
reviews, more frequent reunderwriting, or terminating the
third party originator;

(vii) Secondary market activity. The risk management
practices should be commensurate with the nature and vol-
ume of activity and should include contingency planning for
response to reduced demand in the secondary market. Estab-
lish a policy on repurchase practices.

(c) Consumer protection.

Communication with borrowers. Providers must focus
on information important to consumer decision making;
highlight key information so that it will be noticed; employ a
user-friendly and readily navigable format for presenting the
information; and use plain language, with concrete and real-
istic examples. Comparative tables and information describ-
ing key features of available loan products, including reduced
documentation programs, also may be useful for consumers.
Specifically:

» Promotional materials and other product descriptions
must provide information about the costs, terms, features, and
risks of nontraditional mortgagesthat can assist consumersin
their product selection decisions.

e Licensees must apprise borrowers of potential
increases in payment obligations. The information should
describe when structural payment changes will occur and
what the new payment would be or how it was calcul ated.

* If negative amortization is possible under the terms of
a nontraditional mortgage product, borrowers must be
advised of the potential for increasing principal balances and
decreasing home equity as a consequence of the borrower
making minimum payments.

* Borrowers must be alerted to the fact that the loan has
a prepayment penalty and the amount of the penalty.

* Borrowers must be made aware of any pricing premium
based on reduced documentation.

* Monthly statements must provide information that
enables borrowers to make informed payment choices,
including an explanation of each payment option available
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and the impact of that choice on loan balances. For example,
the monthly payment statement must contain an explanation,
if applicable, next to the minimum payment amount that
making this payment would result in an increase to the bor-
rower's principal loan balance.

(d) Control standards.

(i) Actual practices must be consistent with the written
policies and procedures. Employees must be trained in the
policies and procedures and performance monitored for com-
pliance. Incentive programs should not produce high concen-
trations of nontraditional products. Performance measures
and reporting systems should be designed to provide early
warning of increased risk.

(i) Reporting to DFI. In a separate written document, as
prescribed by the director and submitted with the consoli-
dated annual report, every licensee must submit information
regarding the offering of nontraditional mortgage loan prod-
ucts as prescribed by rule.

[Statutory Authority: RCW 43.320.040, 19.144.070, 2008 c 78. 09-01-159,
§ 208-620-613, filed 12/23/08, effective 1/23/09.]

ADVERTISING RESTRICTIONS

WAC 208-620-620 How do | have to identify my
business when | advertise? You must either identify the
business using your Washington consumer loan license num-
ber or use the whole name on your Washington license.
[Statutory Authority: RCW 31.04.165, 31.04.015, 31.04.045, 31.04.075,

31.04.085, 31.04.093, 31.04.102, 31.04.115, 31.04.145, 31.04.155, and
31.04.175. 06-04-053, § 208-620-620, filed 1/27/06, effective 2/27/06.]

WAC 208-620-630 What are the advertising restric-
tions, and what are some examples of those restrictions?
(1) Licensees are prohibited from advertising with enve-
lopes or stationery that contain an official-looking
emblem designed to resemble a government mailing or
that suggest an affiliation that does not exist. What are
some examples of emblems or government-like names,
language, or nonexistent affiliations that will violate the
state and federal advertising laws? Some examples
include, but are not limited to:

(8) Characterizing products as "government loan pro-
grams," "government-supported loans," or other words that
may mislead a consumer into believing that the government
is guaranteeing, endorsing, or supporting the advertised loan
product. Using the words "FHA loan," "VA loan," or words
for other products that are in fact endorsed or sponsored by a
federal, state, or local government entity is allowed.

(b) An official-looking emblem such as an eagle, the
Statue of Liberty, or acrest or seal that resembles one used by
any state or federal government agency.

(c) Envelopes designed to resemble official government
mailings, such as IRS or U.S. Treasury envelopes, or other
government mailers.

(d) Warnings or notices citing government codes or form
numbers not required by the U.S. Postmaster to be shown on
the mailing.

(e) The use of theterm "official business," or similar lan-
guage implying official or government business, without also
including the name of the sender.
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(f) Any suggestion or representation that the solicitor is
affiliated with any agency, bank, or other entity that it does
not actually represent.

(2) When | am advertising interest rates, the act
requires meto conspicuoudly disclose the annual per cent-
agerate (APR) implied by therate of interest. What does
it mean to " conspicuously" disclose the APR? The
required disclosures in your advertisement must be reason-
ably understandable. Consumers must be ableto see, read, or
hear, and understand the information. Many factors, includ-
ing the size, duration, and location of the required disclo-
sures, and the background or other information in the adver-
tisement, can affect whether the information is clear and con-
spicuous. This requirement applies to all mandatory
disclosures. The disclosure of the APR must be at least equiv-
alent to any other rates disclosed in the advertisement.

(3) The act prohibits me from advertising an interest
rateunlessthat rateisactually available at thetime of the
advertisement. How may | establish that an advertised
interest rate was " actually available" at the time it was
advertised? Whenever a specific interest rate is advertised,
the licensee must retain a copy of supporting rate informa-
tion, and the APR calculation for the advertised interest rate.

(4) Must | quotethe annual percentageratewhen dis-
cussing rates with a borrower? Yes. You must quote the
annual percentage rate and other terms of the loan if you give
an oral quote of an interest rate to the borrower. TILA's Reg-
ulation Z, 12 C.F.R., part 226.26 provides guidance for using
the annual percentage rate in oral disclosures.

(5) May alicensee advertiseratesor feesasthe " low-
est" or "best"? No. Rates described as "lowest," "best," or
other similar words cannot be proven to be actually available
at the time they are advertised. Therefore, they are afalse or
deceptive statement or representation prohibited by RCW
19.146.0201(7).

(6) May | sdlicit using advertising that suggests or
represents that | am affiliated with a state or federal
agency, municipality, federally insured financial institu-
tion, trust company, building and loan association, when
| am not; or that | am an entity other than whol am? No.
It isan unfair and deceptive act or practice and a violation of
the act for you to suggest or represent that you are affiliated
with astate or federal agency, municipality, federally insured
financial institution, trust company, building and loan associ-
ation, or other entity you do not actually represent; or to sug-
gest or represent that you are any entity other than who you
are.

(7) If 1 advertise using a borrower's current loan
information, what must | disclose about that informa-
tion? When an advertisement includes information about a
borrower's current loan that you did not obtain from a solici-
tation, application, or loan, you must provide the borrower
with the name of the source of the information.

(8) Isit a violation to advertise that third-party ser-
vices are " free" when the licensee has paid for the ser-
vices? Yes. Advertising using the term "free," or any other
similar term or phrase that implies there is no cost to the
applicant is deceptive because you can recover the cost of the
purportedly "free" item through the negotiation process. This
isaviolation of RCW 19.146.0201 (2), (7), and (11). Seethe
Federal Trade Commission's Guide Concerning Use of the
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Word "Free" and Smilar Representations, available at http://
www.ftc.gov/bep/guides/free.htm, 16 C.F.R. § 251.1(g)
(2003).

[Statutory Authority: RCW 43.320.040, 19.144.070, 2008 ¢ 78. 09-01-159,
§ 208-620-630, filed 12/23/08, effective 1/23/09. Statutory Authority: RCW
43.320.040. 08-15-125, § 208-620-630, filed 7/22/08, effective 8/22/08.
Statutory Authority: RCW 31.04.165, 31.04.015, 31.04.045, 31.04.075,
31.04.085, 31.04.093, 31.04.102, 31.04.115, 31.04.145, 31.04.155, and
31.04.175. 06-04-053, § 208-620-630, filed 1/27/06, effective 2/27/06.]

WAC 208-620-640 What are some of thefederal laws
I must comply with when | advertise any loan subject to
the Consumer Loan Act? You must comply with all the
applicable advertising requirements under the federal statutes
and regulations including, but not limited to, the Truth in
Lending Act, the Real Estate Settlement Procedures Act, the
Federal Trade Act, the Telemarketing and Consumer Fraud
and Abuse Act, and the Equal Credit Opportunity Act.
[Statutory Authority: RCW 43.320.040. 08-15-125, § 208-620-640, filed
7/2208, effective 8/22/08. Statutory Authority: RCW 31.04.165, 31.04.015,
31.04.045, 31.04.075, 31.04.085, 31.04.093, 31.04.102, 31.04.115, 31.04.-

145, 31.04.155, and 31.04.175. 06-04-053, § 208-620-640, filed 1/27/06,
effective 2/27/06.]

MISCELLANEOUS

WAC 208-620-650 Will the director waive fees
charged under the Consumer Loan Act? The director or
designee may waive any or all of the fees and assessments
under this chapter when he or she determines that:

(1) Thefinancial servicesregulation account exceedsthe
projected minimum fund balance level approved by the office
of financial management; and

(2) That the waiver isfiscally prudent.

[Statutory Authority: RCW 43.320.040. 08-15-125, § 208-620-650, filed
7/22/08, effective 8/22/08. Statutory Authority: RCW 31.04.165, 31.04.015,
31.04.045, 31.04.075, 31.04.085, 31.04.093, 31.04.102, 31.04.115, 31.04.-

145, 31.04.155, and 31.04.175. 06-04-053, § 208-620-650, filed 1/27/06,
effective 2/27/06.]

Chapter 208-630 WAC

CHECK CASHERSAND SELLERS—REGULATION
OF
(Formerly chapter 50-30 WAC)

WAC
208-630-110 What definitions are required to understand these rules?
LICENSING REQUIREMENTS

208-630-120 What does a business have to do to operate as a check
casher and seller, or to make small loans as a pay-
day lender?

208-630-130 How does a business apply for a check casher's or
seller'slicense or asmall loan endorsement to a
check casher's or sdller's license?

208-630-140 Once a business finishes the application process, when
does the director issue a license?

208-630-150 When does the license expire?

208-630-160 Does each |ocation where a licensee makes small |oans
have to have a small loan endorsement?

208-630-170 Where may alicensee make small loans?

208-630-180 Is there a bond requirement for licensees?

208-630-190 What type of bond is necessary and what are the condi-
tions?

208-630-200 How isabond canceled?

208-630-210 What isthe liability of the surety under the bond?

208-630-220 Who may make claims against the bond?

208-630-230 What if there are claims against the bond?
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208-630-240 What is the amount of bond needed for licensees engag-
ing only in check selling?

208-630-250 What is the amount of bond needed if alicensee hasa
small loan endorsement?

208-630-260 Does alicensee have any alternative to maintaining a
surety bond?

208-630-270 When and under what circumstances may the director
have access to the criminal history of an applicant
or licensee, or controlling person?

LICENSING FEES

208-630-280 Does alicensee have to pay afee for alicense applica-
tion?

208-630-290 How much are the fees for various license applications,
and when does a licensee pay them?

208-630-300 What happensif alicensee pays alump sum payment in
advance, and thereis a surplus or deficiency in the
application deposit?

208-630-310 Isthe licensee's deposit fee refundable?

EXAMINATION AND INVESTIGATION

208-630-320 What examination authority does the director have?

208-630-330 May the director accept other reportsin lieu of an exam-
ination?

208-630-340 What should alicensee expect the director to review
during an examination?

208-630-350 Who pays for the costs of an examination?

208-630-360 Whether abusiness hasalicense or not, what should the
business know about an investigation?

208-630-370 What powers does the director have during an investiga-
tion?

208-630-380 What are the fees for an investigation?

208-630-390 May the director hire other specialiststo assist with

examinations and investigations, and who will pay
for them?

ASSESSMENTS AND REPORTING REQUIREMENTS

208-630-400 Once licensed, what fees must alicensee pay to keep a

license current?

208-630-420 How can alicense be reinstated after it expires?
208-630-430 When may alicensee expect afee increase?
208-630-440 How will alicensee know about fee increases?
208-630-450 When may the director waive fees?

208-630-460 When must alicensee inform the director of significant

changesin business?

REQUIREMENTS FOR CHECK CASHING AND MAKING SMALL
LOANS (PAYDAY LENDING)

208-630-470 What types of information must alicensee include on a
borrower's application for asmall loan?

208-630-480 How must alicensee maintain customer small loan
applications?

208-630-490 What information must the note or small loan agreement
contain?

208-630-500 When must alicensee provide a note or small loan
agreement to the borrower?

208-630-505 What process must a licensee follow when a borrower
pays off asmall loan, or makes a payment toward a
payment plan, with cash?

208-630-510 When does a borrower have aright to enter into a statu-
tory payment plan?

208-630-520 If aborrower and licensee enter into astatutory payment
plan, what is the term of the payment plan?

208-630-530 If aborrower and licensee enter into astatutory payment
plan, how must the payments be structured?

208-630-540 Must alicensee comply with the federal Truth in Lend-
ing Act when entering into a payment plan?

208-630-5401 What duties and restrictions must a licensee comply
with when making loans to military borrowers?

208-630-550 May the licensee and the borrower enter into a payment
plan prior to the fourth consecutive loan?

208-630-560 What types of disclosures must alicensee maketo abor-
rower?

208-630-570 What must be included in the disclosures?

208-630-580 In addition to providing disclosures to the borrower,
does alicensee have to post any disclosures?

208-630-590 How must alicensee format disclosures?

208-630-600 What documentation must a licensee keep to show that
the licensee has made the proper disclosures?

208-630-610 What are the accounting and financial recordsthat alic-
ensee must keep?

208-630-620 In what form must a licensee maintain accounting and

financial records?
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May thedirector ask alicenseefor recordsregarding the
previous day's transactions?

What specific accounting records must alicensee main-
tain?

May alicensee maintain a consolidated general ledger if
the licensee has two or more locations?

What must alicensee have in employees' personnel
files?

For licensees with small |oan endorsements what infor-
mation must the licensee keep in every loan file?

Are there specific banking requirements for check sell-
ers?

When must a check casher deposit a monetary instru-
ment?

When may alicensee deposit amonetary instrument
accepted in the course of making a small loan?
What other federal and state laws and regulations must a

licensee comply with?

What are the minimum reguirements of a policy that
protects borrowers nonpublic personal information
(NPI) under the Gramm-Leach-Bliley Act?

When must alicensee obtain identifying information
about its customers?

Isalicenseerequired to register asamoney servicebusi-
ness with the Secretary of the Treasury?

If alicensee is considered a money service business
(MSB) under the Bank Secrecy Act (see WAC 208-
630-720), what are the minimum requirements for
the anti-money laundering program the licensee
must develop?

What records and actions does alicensee need to take to
assure the licensee is correctly reporting under the
Bank Secrecy Act?

What obligation does a licensee have to assure that
employees comply with the laws and rules regard-
ing payday lending and check cashing and selling?

What fees may licensees charge to collect a delinquent
small loan?

May alicensee allow a borrower to refinance or "roll-
over" asmall loan with another small loan?

May alicensee use a name or place of business other
than that named on the license or small loan
endorsement?

What isthelimit on the amount of checksalicensee may
hold from one borrower?

May alicensee holding a borrower's check for a period
longer than the statutory limit of forty-five days
charge additional fees?

May alicensee charge additional fees to cash monetary
instruments issued as part of a small loan?

May alicensee charge any feesif aborrower decidesto
convert their loan to a payment plan?

PROHIBITED PRACTICES

What business practices are prohibited?

What are alicensee's annual reporting requirements?

What happensif alicenseeislate filing the annual
reports and paying the annual assessment?

Who may alicensee hire to prepare the financial state-
ments in the annual report?

What must a check seller report when surrendering or
revoking alicense?

What must a licensee, other than a check seller, report
when surrendering or revoking alicense?

May alicensee request an extension of time to comply
with reporting requirements?

Under what circumstances would a licensee submit
unaudited financial statements to the director?

When may the director reject financial statements and
other reports submitted to the director by thelic-
ensee?

How much time does a licensee have to correct the defi-
ciency infinancia statements or other reports?

What are the trust accounting requirements that alic-
ensee must comply with?

DISPOSITION OF SECTIONSFORMERLY

208-630-005
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CODIFIED IN THISCHAPTER

Definitions. [Statutory Authority: RCW 43.320.040
and 31.45.200. 96-03-059, codified as § 208-630-005,
filed 1/12/96, effective 2/12/96.] Repealed by 05-22-
009, filed 10/21/05, effective 11/21/05. Statutory

208-630-010

208-630-015

208-630-020

208-630-021

208-630-022

208-630-023

208-630-02303

208-630-02305

208-630-025

208-630-030

Chapter 208-630

Authority: RCW 31.04.165, 43.320.040, 31.45.030,
31.45.050, 31.45.200.

Application deposit fee. [Statutory Authority: RCW
43.320.040 and 31.45.200. 96-03-059, recodified as §
208-630-010, filed 1/12/96, effective 2/12/96. Statutory
Authority: 1991 c 355 § 24. 92-02-105, § 50-30-010,
filed 1/2/92, effective 2/2/92.] Repealed by 05-22-009,
filed 10/21/05, effective 11/21/05. Statutory Authority:
RCW 31.04.165, 43.320.040, 31.45.030, 31.45.050,
31.45.200.

Examinations. [Statutory Authority: RCW 43.320.040,
31.45.090 and 31.45.200. 99-22-048, § 208-630-015,
filed 10/29/99, effective 11/29/99. Statutory Authority:
RCW 43.320.040 and 31.45.200. 96-03-059, codified as
§ 208-630-015, filed 1/12/96, effective 2/12/96.]
Repealed by 05-22-009, filed 10/21/05, effective
11/21/05. Statutory Authority: RCW 31.04.165,
43.320.040, 31.45.030, 31.45.050, 31.45.200.

Schedule of fees paid by licensees and applicants. [Stat-
utory Authority: RCW 42.320.040 and 31.45.200. 97-
09-035, § 208-630-020, filed 4/11/97, effective 5/12/97.
Statutory Authority: RCW 43.320.040 and 31.45.200.
96-03-059, recodified as § 208-630-020, filed 1/12/96,
effective 2/12/96. Statutory Authority: 1991 c 355 § 24.
92-02-105, § 50-30-020, filed 1/2/92, effective 2/2/92.]
Repealed by 05-22-009, filed 10/21/05, effective
11/21/05. Statutory Authority: RCW 31.04.165,
43.320.040, 31.45.030, 31.45.050, 31.45.200.
Application review and investigation fee. [Statutory
Authority: RCW 18.44.410, 19.146.223, 19.146.225,
19.146.265, 31.04.165, 31.45.200. 01-12-029, § 208-
630-021, filed 5/29/01, effective 7/1/01. Statutory
Authority: RCW 42.320.040 and 31.45.200. 97-09-035,
§ 208-630-021, filed 4/11/97, effective 5/12/97.]
Repealed by 05-22-009, filed 10/21/05, effective
11/21/05. Statutory Authority: RCW 31.04.165,
43.320.040, 31.45.030, 31.45.050, 31.45.200.

Annual assessment charge. [Statutory Authority: RCW
18.44.410, 19.146.223, 19.146.225, 19.146.265, 31.04.-
165, 31.45.200. 01-12-029, § 208-630-022, filed
5/29/01, effective 7/1/01. Statutory Authority: RCW
42.320.040 and 31.45.200. 97-09-035, § 208-630-022,
filed 4/11/97, effective 5/12/97.] Repealed by 05-22-
009, filed 10/21/05, effective 11/21/05. Statutory
Authority: RCW 31.04.165, 43.320.040, 31.45.030,
31.45.050, 31.45.200.

Examination fees. [Statutory Authority: RCW 18.44.-
410, 19.146.223, 19.146.225, 19.146.265, 31.04.165,
31.45.200. 01-12-029, § 208-630-023, filed 5/29/01,
effective 7/1/01. Statutory Authority: RCW 42.320.040
and 31.45.200. 97-09-035, § 208-630-023, filed
4/11/97, effective 5/12/97.] Repealed by 05-22-009,
filed 10/21/05, effective 11/21/05. Statutory Authority:
RCW 31.04.165, 43.320.040, 31.45.030, 31.45.050,
31.45.200.

Fee increase. [Statutory Authority: RCW 18.44.410,
19.146.223, 19.146.225, 19.146.265, 31.04.165,
31.45.200. 01-12-029, § 208-630-02303, filed 5/29/01,
effective 7/1/01.] Repealed by 05-22-009, filed
10/21/05, effective 11/21/05. Statutory Authority:
RCW 31.04.165, 43.320.040, 31.45.030, 31.45.050,
31.45.200.

Waiver of fees. [Statutory Authority: RCW 18.44.410,
19.146.223, 19.146.225, 19.146.265, 31.04.165, 31.45.-
200. 01-12-029, § 208-630-02305, filed 5/29/01, effec-
tive 7/1/01.] Repealed by 05-22-009, filed 10/21/05,
effective 11/21/05. Statutory Authority: RCW
31.04.165, 43.320.040, 31.45.030, 31.45.050, 31.45.-
200.

Application for small loan endorsement to a check
casher or check seller license. [Statutory Authority:
RCW 43.320.040, 31.45.090 and 31.45.200. 99-22-048,
§ 208-630-025, filed 10/29/99, effective 11/29/99. Stat-
utory Authority: RCW 43.320.040 and 31.45.200. 96-
03-059, codified as § 208-630-025, filed 1/12/96, effec-
tive 2/12/96.] Repealed by 05-22-009, filed 10/21/05,
effective 11/21/05. Statutory Authority: RCW
31.04.165, 43.320.040, 31.45.030, 31.45.050, 31.45.-
200.

Surety bond. [Statutory Authority: RCW 43.320.040
and 31.45.200. 96-03-059, recodified as § 208-630-030,
filed 1/12/96, effective 2/12/96. Statutory Authority:
RCW 31.45.200. 93-16-032, § 50-30-030, filed 7/27/93,
effective 8/27/93; 92-24-028, § 50-30-030, filed
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Title 208 WAC: Financial Institutions, Department of

11/24/92, effective 12/25/92. Statutory Authority: 1991
¢ 355 § 24. 92-02-105, § 50-30-030, filed 1/2/92, effec-
tive 2/2/92.] Repealed by 05-22-009, filed 10/21/05,
effective 11/21/05. Statutory Authority: RCW
31.04.165, 43.320.040, 31.45.030, 31.45.050, 31.45.-
200.

Alternatives to the surety bond. [Statutory Authority:
RCW 43.320.040, 31.45.090 and 31.45.200. 99-22-048,
§ 208-630-035, filed 10/29/99, effective 11/29/99. Stat-
utory Authority: RCW 43.320.040 and 31.45.200. 96-
03-059, codified as § 208-630-035, filed 1/12/96, effec-
tive 2/12/96.] Repealed by 05-22-009, filed 10/21/05,
effective 11/21/05. Statutory Authority: RCW
31.04.165, 43.320.040, 31.45.030, 31.45.050, 31.45.-
200.

Access to crimina history information. [Statutory
Authority: RCW 43.320.040 and 31.45.200. 96-03-059,
recodified as § 208-630-040, filed 1/12/96, effective
2/12/96. Statutory Authority: 1991 ¢ 355 § 24. 92-02-
105, § 50-30-040, filed 1/2/92, effective 2/2/92.]
Repealed by 05-22-009, filed 10/21/05, effective
11/21/05. Statutory Authority: RCW 31.04.165,
43.320.040, 31.45.030, 31.45.050, 31.45.200.

Issuance of license or small loan endorsement. [Statu-
tory Authority: RCW 43.320.040 and 31.45.200. 96-03-
059, recodified as § 208-630-050, filed 1/12/96, effec-
tive 2/12/96. Statutory Authority: 1991 c 355 § 24. 92-
02-105, § 50-30-050, filed 1/2/92, effective 2/2/92.]
Repealed by 05-22-009, filed 10/21/05, effective
11/21/05. Statutory Authority: RCW 31.04.165,
43.320.040, 31.45.030, 31.45.050, 31.45.200.
Disclosure of significant developments. [Statutory
Authority: RCW 43.320.040 and 31.45.200. 96-03-059,
recodified as § 208-630-060, filed 1/12/96, effective
2/12/96. Statutory Authority: 1991 ¢ 355 § 24. 92-02-
105, § 50-30-060, filed 1/2/92, effective 2/2/92.]
Repealed by 05-22-009, filed 10/21/05, effective
11/21/05. Statutory Authority: RCW 31.04.165,
43.320.040, 31.45.030, 31.45.050, 31.45.200.

The note. [Statutory Authority: RCW 43.320.040 and
31.45.200. 96-03-059, codified as § 208-630-065, filed
1/12/96, effective 2/12/96.] Repealed by 05-22-009,
filed 10/21/05, effective 11/21/05. Statutory Authority:
RCW 31.04.165, 43.320.040, 31.45.030, 31.45.050,
31.45.200.

Contents of disclosure statement to borrower. [ Statutory
Authority: RCW 43.320.040 and 31.45.200. 96-03-059,
codified as § 208-630-068, filed 1/12/96, effective
2/12/96.] Repeaed by 05-22-009, filed 10/21/05, effec-
tive 11/21/05. Statutory Authority: RCW 31.04.165,
43.320.040, 31.45.030, 31.45.050, 31.45.200.
Accounting and financial records. [ Statutory Authority:
RCW 43.320.040 and 31.45.200. 96-03-059, recodified
as § 208-630-070, filed 1/12/96, effective 2/12/96. Stat-
utory Authority: 1991 ¢ 355 § 24. 92-02-105, § 50-30-
070, filed 1/2/92, effective 2/2/92.] Repealed by 05-22-
009, filed 10/21/05, effective 11/21/05. Statutory
Authority: RCW 31.04.165, 43.320.040, 31.45.030,
31.45.050, 31.45.200.

Monetary instruments—Deposit requirements. [Statu-
tory Authority: RCW 43.320.040 and 31.45.200. 96-03-
059, codified as § 208-630-075, filed 1/12/96, effective
2/12/96.] Repeaed by 05-22-009, filed 10/21/05, effec-
tive 11/21/05. Statutory Authority: RCW 31.04.165,
43.320.040, 31.45.030, 31.45.050, 31.45.200.
Licensees are required to comply with federal and state
laws including but not limited to the following. [Statu-
tory Authority: RCW 43.320.040 and 31.45.200. 96-03-
059, recodified as § 208-630-080, filed 1/12/96, effec-
tive 2/12/96. Statutory Authority: 1991 c 355 § 24. 92-
02-105, § 50-30-080, filed 1/2/92, effective 2/2/92.]
Repealed by 05-22-009, filed 10/21/05, effective
11/21/05. Statutory Authority: RCW 31.04.165,
43.320.040, 31.45.030, 31.45.050, 31.45.200.

Licensee with small loan endorsement—Powers—
Restrictions. [Statutory Authority: RCW 43.320.040
and 31.45.200. 96-03-059, codified as § 208-630-085,
filed 1/12/96, effective 2/12/96.] Repealed by 05-22-
009, filed 10/21/05, effective 11/21/05. Statutory
Authority: RCW 31.04.165, 43.320.040, 31.45.030,
31.45.050, 31.45.200.

Audit report by licensee—Financia statements. [Statu-
tory Authority: RCW 43.320.040 and 31.45.200. 96-03-
059, recodified as § 208-630-090, filed 1/12/96, effec-
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tive 2/12/96. Statutory Authority: 1991 c 355 § 24. 92-
02-105, § 50-30-090, filed 1/2/92, effective 2/2/92.]
Repealed by 05-22-009, filed 10/21/05, effective
11/21/05. Statutory Authority: RCW 31.04.165,
43.320.040, 31.45.030, 31.45.050, 31.45.200.
Knowledge of the law and regulations. [Statutory
Authority: RCW 43.320.040 and 31.45.200. 96-03-059,
codified as § 208-630-095, filed 1/12/96, effective
2/12/96.] Repeaed by 05-22-009, filed 10/21/05, effec-
tive 11/21/05. Statutory Authority: RCW 31.04.165,
43.320.040, 31.45.030, 31.45.050, 31.45.200.

Trust accounts—Limitations and prohibitions. [Statu-
tory Authority: RCW 43.320.040, 31.45.090 and
31.45.200. 99-22-048, § 208-630-100, filed 10/29/99,
effective 11/29/99. Statutory Authority: RCW
43.320.040 and 31.45.200. 96-03-059, recodified as §
208-630-100, filed 1/12/96, effective 2/12/96. Statutory
Authority: 1991 c 355 § 24. 92-02-105, § 50-30-100,
filed 1/2/92, effective 2/2/92.] Repeaed by 05-22-009,
filed 10/21/05, effective 11/21/05. Statutory Authority:
RCW 31.04.165, 43.320.040, 31.45.030, 31.45.050,
31.45.200.

What happens if alicenseeislate with an annual assess-
ment fee? [Statutory Authority: RCW 31.04.165,
43.320.040, 31.45.030, 31.45.050, 31.45.200. 05-22-
009, § 208-630-410, filed 10/21/05, effective 11/21/05.]
Repealed by 08-16-092, filed 8/5/08, effective 9/5/08.
Statutory Authority: RCW 43.320.040.

What are the lega restrictions on making small loans?
[Statutory Authority: RCW 31.04.165, 43.320.040,
31.45.030, 31.45.050, 31.45.200. 05-22-009, § 208-630-
760, filed 10/21/05, effective 11/21/05.] Repealed by
07-23-094, filed 11/20/07, effective 12/21/07. Statutory
Authority: RCW 43.320.040.

What information must a licensee have in the annual
assessment report? [Statutory Authority: RCW
31.04.165, 43.320.040, 31.45.030, 31.45.050, 31.45.-
200. 05-22-009, § 208-630-850, filed 10/21/05, effec-
tive 11/21/05.] Repealed by 08-16-092, filed 8/5/08,
effective 9/5/08. Statutory Authority: RCW 43.320.-
040.

If licensee has a small loan endorsement, what other
reports must be filed? [Statutory Authority: RCW
31.04.165, 43.320.040, 31.45.030, 31.45.050, 31.45.-
200. 05-22-009, § 208-630-860, filed 10/21/05, effec-
tive 11/21/05.] Repealed by 08-16-092, filed 8/5/08,
effective 9/5/08. Statutory Authority: RCW 43.320.-
040.

If alicensee has a loan volume of at least ten million
dollarsin principal in the year prior, what additional
reports must the licensee file with the director? [Statu-
tory Authority: RCW 31.04.165, 43.320.040, 31.45.-
030, 31.45.050, 31.45.200. 05-22-009, § 208-630-870,
filed 10/21/05, effective 11/21/05.] Repealed by 08-16-
092, filed 8/5/08, effective 9/5/08. Statutory Authority:
RCW 43.320.040.

What additiona information must a licensee include
with annual reports and financial statements? [Statutory
Authority: RCW 31.04.165, 43.320.040, 31.45.030,
31.45.050, 31.45.200. 05-22-009, § 208-630-900, filed
10/21/05, effective 11/21/05.] Repeaed by 08-16-092,
filed 8/5/08, effective 9/5/08. Statutory Authority:
RCW 43.320.040.

WAC 208-630-110 What definitions are required to
under stand these rules? The definitionsin RCW 31.45.010
and this section apply throughout this chapter unless the con-
text clearly requires otherwise.

"Act" means chapter 31.45 RCW.

"Affiliate" means any person who directly or indirectly
through one or more intermediaries, contrals, or is controlled
by, or isin common control with another person.

"Agent" for purposes of RCW 31.45.079 means a person
who, pursuant to the terms of a written agreement and for
compensation, performs small loan agent services on behalf
of an exempt entity.

"Annual percentage rate" or "APR" means the cost of
credit expressed as a yearly rate, determined in accordance
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with thefederal Truthin Lending Act (15 U.S.C. Sec. 1601 et
seq.), and Regulation Z (12 C.F.R. Part 226 et seq.), as
amended.

The Office of the Comptroller of the Currency (OCC)
has developed an APR calculator (APRWIN) that licensees
may download and use without charge. APRWIN isavailable
on the OCC's web site at http://www.occ.treas.gov/aprwin.
htm.

"Board director" means a director of a corporation or a
person occupying a similar status and performing a similar
function with respect to an organization, whether incorpo-
rated or unincorporated.

"Check" means the same as defined in RCW 62A.3-
104(f) and, for purposes of conducting the business of mak-
ing small loans, includes other electronic forms of payment,
including stored value cards, internet transfers, and auto-
mated clearing house transactions.

"Check casher" means an individual, partnership, unin-
corporated association, or corporation that, for compensation,
engages, in whole or in part, in the business of cashing
checks, drafts, money orders, or other commercial paper
serving the same purpose.

"Check seller" means an individual, partnership, unin-
corporated association, or corporation that, for compensation,
engages, in wholeor in part, in the business of selling checks,
drafts, money orders, or other commercial paper serving the
same purpose.

"Close of business' for the purposes of RCW 31.45.86
and these regulations means the actual time a licensee closes
for business at the location from which asmall loan was orig-
inated or 11:59 p.m. Pacific Time, whichever is earlier.

"Department” means the department of financial institu-
tions.

"Exempt entity” means a person described in RCW
31.45.020 that is engaged in the business of making small
loans.

"Investigation" means an examination undertaken for the
purpose of detecting violations of chapter 31.45 RCW or
these rules or obtaining information lawfully required under
chapter 31.45 RCW or theserules.

"License" means a license issued by the director to
engage in the business of check cashing or check selling
under the provision of chapter 31.45 RCW.

"Monetary instrument” means a check, draft, money
order or other commercia paper serving the same purpose.

"Payday advance lender” or "payday lender" meansalic-
ensee under this chapter who has obtained a small loan
endorsement under RCW 31.45.073.

"Payday advance loan," "payday loan" or "deferred
deposit loan" means the same as asmall loan.

"Postdated check" means a check delivered prior to its
date, generally payable at sight or on presentation on or after
the day of its date. "Postdated check" does not include any
promise or order made or submitted electronically by a bor-
rower to alicensee.

"RCW" means the Revised Code of Washington.

"Small loan agent services' meansall or substantialy all
of the following services:

(1) Marketing and advertising small loans;

(2) Taking small loan applications;
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(3) Assisting customers in completing small loan docu-
mentation;

(4) Providing required disclosures;

(5) Disbursing small loan proceeds;

(6) Collecting small loans;

(7) Retaining documents and records; and

(8) Making reports.

"State" means the state of Washington.

"Unsafe or unsound financial practice’ means any
action, or lack of action, the likely consequences of which, if
continued, would impair materially the net worth of alic-
ensee or create an abnormal risk of lossto its customers.
[Statutory Authority: RCW 43.320.040. 07-23-094, § 208-630-110, filed
11/20/07, effective 12/21/07. Statutory Authority: RCW 31.04.165, 43.320.-

040, 31.45.030, 31.45.050, 31.45.200. 05-22-009, § 208-630-110, filed
10/21/05, effective 11/21/05.]

LICENSING REQUIREMENTS

WAC 208-630-120 What does a business have to do
to operate as a check casher and sdller, or to make small
loans as a payday lender? In order to engage in the business
of check cashing and selling, a business must apply and
obtain from the department a check cashing or selling license.
A check casher or seller must first obtain a small loan
endorsement to its license to make small loans in accordance
with chapter 31.45 RCW and this chapter.

[Statutory Authority: RCW 31.04.165, 43.320.040, 31.45.030, 31.45.050,
31.45.200. 05-22-009, § 208-630-120, filed 10/21/05, effective 11/21/05.]

WAC 208-630-130 How does a business apply for a
check casher'sor seller'slicense or a small loan endor se-
ment to a check casher'sor seller'slicense? Each applicant
for a check casher license, or check seller license, or asmall
loan endorsement to a check casher's or seller's license must
apply to the director by filing the following:

(1) An application in a form prescribed by the director
including at least the following information:

(a) The legal name, residence, and business address of
the applicant if the applicant is an individual or sole propri-
etorship, and in addition, if the applicant isa partnership, cor-
poration, limited liability company, limited liability partner-
ship, trust, company, or association, the name and address of
every member, partner, officer, controlling person, and board
director;

(b) The trade name or name under which the applicant
will do business under the act;

The director or the director's designated representative
may deny an application for aproposed license or trade name
if the proposed license or trade name is similar to a currently
existing licensee name, including trade names.

(c) The street and mailing address of each location in
which the applicant will engage in business under the act;

(d) The location at which the applicant's records will be
kept; and

(e) Financial statementsand any other pertinent informa-
tion the director may require with respect to the applicant and
its board directors, officers, trustees, members, or employees,
including information regarding any civil litigation filed
within the preceding ten years against the applicant or con-
trolling person of the applicant;
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(2) A surety bond and related power of attorney, or other
security acceptable to the director in an amount equal to the
penal sum of the required bond as set forth inthisrule. Inlieu
of the bond, the applicant may demonstrate to the director net
worth in excess of three times the amount of the penal sum of
the required bond in accordance with RCW 31.45.030 (5)(b)
and (e) and thisrule;

(3) A current financial statement as of the most recent
quarter end prepared in accordance with generally accepted
accounting principles which includes a statement of assets
and liabilities and a profit and loss statement;

(4) Information on the applicant's or any affiliate's cur-
rent or previous small loan or related type business in this
state or any other state, including, but not limited to, name,
address, city, state, licensing authority, and whether any
enforcement action is pending or has been taken against the
applicant in any state;

(5) Upon request, a complete set of fingerprints and a
recent photograph of each sole proprietor, owner, director,
officer, partner, member, and controlling person; and

(6) An application fee.

Any information in the application regarding a personal
residential address or tel ephone number, and any trade secret
as defined in RCW 19.108.010 including any financial state-
ment that is a trade secret is exempt from the public disclo-
sure requirements of chapter 42.17 RCW.

[Statutory Authority: RCW 43.320.040. 07-23-094, § 208-630-130, filed
11/20/07, effective 12/21/07. Statutory Authority: RCW 31.04.165,
43.320.040, 31.45.030, 31.45.050, 31.45.200. 05-22-009, § 208-630-130,
filed 10/21/05, effective 11/21/05.]

WAC 208-630-140 Oncea businessfinishesthe appli-
cation process, when does the director issue a license? If
the director determines that all licensing criteria of chapter
31.45 RCW have been met and the appropriate fees paid, the
director shall issue a nontransferable license for the applicant
to engage in the business of cashing and/or selling checks or
asmall loan endorsement to alicense.

[Statutory Authority: RCW 31.04.165, 43.320.040, 31.45.030, 31.45.050,
31.45.200. 05-22-009, § 208-630-140, filed 10/21/05, effective 11/21/05.]

WAC 208-630-150 When doesthelicenseexpire? The
license and small loan endorsement will remain continuously
in effect until surrendered, suspended, or revoked.

[Statutory Authority: RCW 31.04.165, 43.320.040, 31.45.030, 31.45.050,
31.45.200. 05-22-009, § 208-630-150, filed 10/21/05, effective 11/21/05.]

WAC 208-630-160 Does each location where a lic-
ensee makes small loans have to have a small loan
endor sement? The law requires a small loan endorsement
for each location where a licensee makes small loans. These
locations include, in addition to traditional staffed locations,
unstaffed locations at which electronic or telephonic termi-
nals such as facsimile machines, telephones, computer termi-
nals or similar devices are available to the public to provide
accessto small loans, whether or not the locations are located
within the premises of an exempt entity.

[Statutory Authority: RCW 31.04.165, 43.320.040, 31.45.030, 31.45.050,
31.45.200. 05-22-009, § 208-630-160, filed 10/21/05, effective 11/21/05.]
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WAC 208-630-170 Where may a licensee make small
loans? A small loan endorsement may authorize alicenseeto
make small loans at alocation other than the licensed |ocation
where it cashes and sells checks.

[Statutory Authority: RCW 31.04.165, 43.320.040, 31.45.030, 31.45.050,
31.45.200. 05-22-009, § 208-630-170, filed 10/21/05, effective 11/21/05.]

WAC 208-630-180 Isthere a bond requirement for
licensees? A licensee engaged in any business under chapter
31.45 RCW must obtain a bond. The bond must run to the
benefit of the state and any person or persons who suffer loss.
The licensee must file the bond with the director at the begin-
ning of each calendar year. The bond must be issued by a
surety which meets the requirements of chapter 48.28 RCW.
The bond form must be acceptable to the director. The lic-
ensee may obtain a copy of an acceptable form from the
department.

[Statutory Authority: RCW 31.04.165, 43.320.040, 31.45.030, 31.45.050,
31.45.200. 05-22-009, § 208-630-180, filed 10/21/05, effective 11/21/05.]

WAC 208-630-190 What type of bond is necessary
and what ar e the conditions? The bond shall be continuous
and conditioned upon the licensee faithfully abiding by chap-
ter 31.45 RCW and al rules in this chapter. It shall also be
conditioned upon the licensee paying all persons who pur-
chase monetary instruments from the licensee the face value
of any monetary instrument dishonored by the drawee finan-
cial institution due to insufficient funds or by reason of the
account having been closed. The surety shall only be liable
for the face value of the dishonored monetary instrument, and
shall not be liable for any interest or consequential damages.
For alicensee with a small loan endorsement, the bond shall
run to the benefit of the state and any person or persons who
suffer loss due to the licensee's violation of chapter 31.45
RCW or this chapter.

[Statutory Authority: RCW 31.04.165, 43.320.040, 31.45.030, 31.45.050,
31.45.200. 05-22-009, § 208-630-190, filed 10/21/05, effective 11/21/05.]

WAC 208-630-200 How isa bond canceled? The bond
may be canceled by the surety by giving written notice to the
director and licensee of itsintent to cancel the bond. The can-
cellation is effective thirty days after the notice is received by
the director.

[Statutory Authority: RCW 31.04.165, 43.320.040, 31.45.030, 31.45.050,
31.45.200. 05-22-009, § 208-630-200, filed 10/21/05, effective 11/21/05.]

WAC 208-630-210 What isthe liability of the surety
under the bond? Whether or not the bond is renewed, con-
tinued, reinstated, reissued, or otherwise extended, replaced,
or modified, including increases or decreases in the penal
sum, it shall be considered one continuous obligation, and the
surety shall not be liable in an aggregate or cumulative
amount exceeding the penal sum set forth on the face of the
bond. In no event shall the penal sum, or any portion thereof,
at two or more points in time be added together in determin-
ing the surety's liability. The surety shall not be liable for any
liahility of the licensee for tortious acts, whether or not such
liability isimposed by statute or common law, or is imposed
by contract. The bond shall not be a substitute or supplement
to any liability or other insurance required by law or by con-
tract. If the surety desires to make payment without awaiting
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court action against it, the penal sum of the bond shall be
reduced to the extent of any payment made by the surety in
good faith under the bond.

[Statutory Authority: RCW 31.04.165, 43.320.040, 31.45.030, 31.45.050,
31.45.200. 05-22-009, § 208-630-210, filed 10/21/05, effective 11/21/05.]

WAC 208-630-220 Who may make claimsagainst the
bond? Any person who is a purchaser of a monetary instru-
ment from the licensee having a claim against the licensee for
the dishonor of any monetary instrument by the drawee
financial institution due to insufficient funds or by reason of
the account having been closed, or any person who obtained
asmall loan from the licensee and was damaged by the lic-
ensee's violation of chapter 31.45 RCW or this chapter, may
bring suit upon such bond or deposit in the superior court of
the county in which the monetary instrument was purchased,
or in the superior court of a county in which the licensee
maintains a place of business. Jurisdiction shall be exclu-
sively in the superior court. Any action must be brought not
later than one year after the dishonor of the monetary instru-
ment on which the claim isbased. If the claims against abond
or deposit exceed the amount of the bond or deposit, each
claimant shall only be entitled to a pro rata amount, based on
the amount of the claim as it is valid against the bond, or
deposit, without regard to the date of filing of any claim or
action.

[Statutory Authority: RCW 31.04.165, 43.320.040, 31.45.030, 31.45.050,
31.45.200. 05-22-009, § 208-630-220, filed 10/21/05, effective 11/21/05.]

WAC 208-630-230 What if there are claims against
the bond? The licensee must notify the department of any
claim against the bond within ten days after receiving notice
of aclaim.

[Statutory Authority: RCW 31.04.165, 43.320.040, 31.45.030, 31.45.050,
31.45.200. 05-22-009, § 208-630-230, filed 10/21/05, effective 11/21/05.]

WAC 208-630-240 What is the amount of bond
needed for licensees engaging only in check selling? The
penal sum of the surety bond for a person with a check seller
license shall not be less than the amount established in the
following table:

Highest Monthly Required Plus Percentage
Liability* Bond of Excess
Upto$50,000  Highest Monthly $0
Liability or
$10,000, which-
ever is greater
$50,001 to $50,000 .5 above $50,000
$100,000
$100,001 and $75,000 .25 above $100,000
above

*  The monthly liability is the total sum of checks for a
given month. The "highest monthly liability" shall be deter-
mined by multiplying the highest monthly liability of checks
from the preceding calendar year by seventy-five percent.

[Statutory Authority: RCW 31.04.165, 43.320.040, 31.45.030, 31.45.050,
31.45.200. 05-22-009, § 208-630-240, filed 10/21/05, effective 11/21/05.]
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WAC 208-630-250 What is the amount of bond
needed if a licensee has a small loan endorsement? The
required penal sum of the bond for a small loan endorsement
must be ten thousand dollars plus an additional one thousand
dollars for each endorsed branch office beyond one branch.

[Statutory Authority: RCW 31.04.165, 43.320.040, 31.45.030, 31.45.050,
31.45.200. 05-22-009, § 208-630-250, filed 10/21/05, effective 11/21/05.]

WAC 208-630-260 Does a licensee have any alterna-
tive to maintaining a surety bond? In lieu of the surety
bond required in this rule, an applicant or licensee may sub-
gtitute one of the following alternatives with the approval of
the director. Any aternative to the surety bond shall secure
the same obligations as would the surety bond. The amount
of alternative substituted under subsection (1) or (2) of this
section must be equal to or greater than the amount of the
required surety bond.

(1) Timedeposit. Anassignment in favor of the director
of a certificate of deposit. The certificate of deposit must be
issued by afinancial ingtitution in the state whose deposits or
shares are insured by an agency of the government of the
United States. The depositor is entitled to receive all interest
and dividends on the certificate of deposit.

(2) Demonstration of net worth. A licensee or appli-
cant for asmall loan endorsement may demonstrate net worth
in excess of three times the amount of the required bond. The
licensee shall notify the director within ten business days of
any date upon which its net worth decreases below the
required amount. A licensee that fails to maintain the
required level of net worth and continues to operate under a
small loan endorsement will be required to immediately
obtain a surety bond and maintain it for five years after the
date of noncompliance. During this five-year period, the
director will not accept a demonstration of net worth in lieu
of a surety bond.

(3) Reports required. A licensee that maintains net
worth in lieu of a surety bond shall submit annually to the
director an audited financial statement and within forty-five
days after the close of each quarter a supplementary year-to-
date financial statement prepared in accordance with gener-
ally accepted accounting principles. The financial statements
must include at a minimum a statement of assets and liabili-
ties and a profit and loss statement. The director may con-
tinue to require other documents, agreements or information
necessary to properly evaluate and ensure that the licensee
remains in compliance with this section.

(4) Bad debts and judgments. A licensee that main-
tains net worth in lieu of a surety bond may not consider bad
debts and certain judgments as assets. The director may
approve exceptions in writing. The licensee must charge off
its books any debt upon which any payment is six months or
more past due. The licensee may not count as an asset any
judgment more than two years old which has not been paid.
Time consumed by an appeal from ajudgment is not counted
in the two-year limit.

(5) Noncompliance. A licensee that does not comply
with this section must obtain and file with the director a
surety bond in the required amount in WA C 208-630-030 by
the date specified by the director.

[Statutory Authority: RCW 31.04.165, 43.320.040, 31.45.030, 31.45.050,
31.45.200. 05-22-009, § 208-630-260, filed 10/21/05, effective 11/21/05.]
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WAC 208-630-270 When and under what circum-
stances may the director have access to the criminal his-
tory of an applicant or licensee, or controlling person? (1)
Thedirector may review any criminal history record informa-
tion maintained by any federal, state, or local law enforce-
ment agency relating to:

(a) An applicant for alicense or small loan endorsement
under chapter 31.45 RCW; or

(b) A controlling person of an applicant for a license
under chapter 31.45 RCW.

(2) Thedirector may deny, suspend or revoke alicenseif
the applicant, licensee, or controlling person of the applicant
or licensee fails to provide a complete set of fingerprints and
arecent photograph on request.

(3) All crimina history record information received by
the director is confidential information and is for exclusive
use of the director and the division of consumer services.
Except on court order or as provided by subsection (4) of this
section, or otherwise provided by law, the information may
not be released or otherwise disclosed to any other person or
agency.

(4) The director may not provide a person being investi-
gated under this section with a copy of the person's criminal
history record obtained pursuant to subsection (1) of this sec-
tion. This subsection does not prevent the director from dis-
closing to the person the dates and places of arrests, offenses,
and dispositions contained in the criminal history records.

[Statutory Authority: RCW 31.04.165, 43.320.040, 31.45.030, 31.45.050,
31.45.200. 05-22-009, § 208-630-270, filed 10/21/05, effective 11/21/05.]

LICENSING FEES

WAC 208-630-280 Does a licensee have to pay a fee
for alicense application? At the time an applicant filesfor a
license, the applicant must pay to the director adeposit feefor
investigating and processing the application.
[Statutory Authority: RCW 31.04.165, 43.320.040, 31.45.030, 31.45.050,
31.45.200. 05-22-009, § 208-630-280, filed 10/21/05, effective 11/21/05.]

WAC 208-630-290 How much are the fees for vari-
ous license applications, and when does a licensee pay
them? (1) Thedirector shall collect afee of sixty-ninedollars
per employee hour expended for services, plus actual
expenses, for review, investigation and processing of:

(a) New license applications;

(b) Small loan endorsement applications;

(c) Additional locations;

(d) Change of control;

(e) Relocation of office;

(f) Voluntary or involuntary liquidation of licensee.

(2) The director may require a lump sum payment in
advance to cover the anticipated cost of review and investiga-
tion of the activities described in this section.

[Statutory Authority: RCW 31.04.165, 43.320.040, 31.45.030, 31.45.050,
31.45.200. 05-22-009, § 208-630-290, filed 10/21/05, effective 11/21/05.]

WAC 208-630-300 What happensif alicensee paysa
lump sum payment in advance, and thereis a surplus or
deficiency in the application deposit? If the deposit
required exceeds the actual amount derived in WAC 208-
630-290(1), the amount in excess shall be refunded.
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If the deposit fee does not cover the costs of investiga-
tion and processing, the applicant will pay for any additional
cost, which will be itemized and billed by the director.

[Statutory Authority: RCW 31.04.165, 43.320.040, 31.45.030, 31.45.050,
31.45.200. 05-22-009, § 208-630-300, filed 10/21/05, effective 11/21/05.]

WAC 208-630-310 Isthe licensee's deposit fee
refundable? The deposit feeis not refundableif the applica-
tion is denied or withdrawn, or if the license isissued. The
director will apply the deposit fee to the actual cost of inves-
tigating and processing the application.

[Statutory Authority: RCW 31.04.165, 43.320.040, 31.45.030, 31.45.050,
31.45.200. 05-22-009, § 208-630-310, filed 10/21/05, effective 11/21/05.]

EXAMINATION AND INVESTIGATION

WAC 208-630-320 What examination authority does
thedirector have? The director determines the frequency of
examinationsfor the purpose of determining compliancewith
chapter 31.45 RCW and these rules.

The director or designee may at any time examine the
records and documents used in the business of any licensee or
licensee's agent wherever located. This includes licensees
whose business is conducted entirely on the internet.

The director or designee may examine the records and
documents of any person the director believesis engaging in
unlicensed business governed by chapter 31.45 RCW wher-
ever |located.

[Statutory Authority: RCW 43.320.040. 07-23-094, § 208-630-320, filed
11/20/07, effective 12/21/07. Statutory Authority: RCW 31.04.165, 43.320.-

040, 31.45.030, 31.45.050, 31.45.200. 05-22-009, § 208-630-320, filed
10/21/05, effective 11/21/05]

WAC 208-630-330 May the director accept other
reportsin lieu of an examination? The director or desig-
nees may accept reports prepared by independent certified
professionals or prepared by another state or the federal gov-
ernment in lieu of, in whole or in part, an examination per-
formed by the director.

[Statutory Authority: RCW 31.04.165, 43.320.040, 31.45.030, 31.45.050,
31.45.200. 05-22-009, § 208-630-330, filed 10/21/05, effective 11/21/05.]

WAC 208-630-340 What should a licensee expect the
director to review during an examination? In conducting
examinations the director or designee may:

(1) Obtain access, during reasonable business hours, to
the offices and places of business, books, accounts, papers,
files, records, computers, safes and vaults of any person in
possession of information relevant to the examination;

(2) Interview any person the director or designee
believes has information relative to the examination, includ-
ing, but not limited to, any party to the transaction;

(3) Obtain statements in writing by any person, under
oath or otherwise, as to al facts and circumstances concern-
ing the matters under examination;

(4) Require the production of copies of any itemsin sub-
section (1) of this section;

(5) Require assistance and cooperation, from any lic-
ensee or employee or agent of any licensee under examina-
tion with respect to the conduct and subject matter of the
examination;
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(6) Conduct meetings and exit review with owners, man-
agers or employees of the licensee being examined;

(7) Require aresponse from the subject of the examina-
tion.

[Statutory Authority: RCW 31.04.165, 43.320.040, 31.45.030, 31.45.050,
31.45.200. 05-22-009, § 208-630-340, filed 10/21/05, effective 11/21/05.]

WAC 208-630-350 Who pays for the costs of an
examination? Every licensee must pay to the director the
actual cost of examining and supervising each licensed place
of business at the examination hourly rate of sixty-nine dol-
lars per person per hour expended, plus actual expenses,
which for out-of-state exams includes, without limitation,
travel, lodging and per diem expense.

[Statutory Authority: RCW 31.04.165, 43.320.040, 31.45.030, 31.45.050,
31.45.200. 05-22-009, § 208-630-350, filed 10/21/05, effective 11/21/05.]

WAC 208-630-360 Whether a business has a license
or not, what should the businessknow about an investiga-
tion? The director or designee may conduct investigations at
any time, in or outside of the state, to determine whether any
person has violated or is about to violate chapter 31.45 RCW,
these rules, or any order issued under these laws and rules.
For that purpose the director or designee may conduct inquir-
ies, interviews and examinations of any person relevant to the
investigation.

[Statutory Authority: RCW 31.04.165, 43.320.040, 31.45.030, 31.45.050,
31.45.200. 05-22-009, § 208-630-360, filed 10/21/05, effective 11/21/05.]

WAC 208-630-370 What powers does the director
have during an investigation? The director or designee may
investigate the business of a licensee, or other business or
personal financial records of any person subject to investiga-
tion. In conducting investigations, the director or designee
may:
(1) Have accessto any location where records of the sub-
ject of the investigation are located, including offices, places
of business, commercial storage facilities, computers, safes
and vaults for the purposes of obtaining, reviewing or copy-
ing books, accounts, papers, files, or records, including elec-
tronic records, or records in any format;

(2) Administer oaths and affirmations;

(3) Subpoena witnesses and compel their attendance at a
time and place determined by the director or designee, and
compel their testimony regarding any matter related to an
investigation or examination under chapter 31.45 RCW or
these rules, including:

(8 Testimony regarding the existence, description,
nature, custody, condition and location of any relevant evi-
dence;

(b) The identity and location of persons having know!-
edge of any matter related to the investigation; and

(c) Any matter reasonably calculated to lead to the dis-
covery of material evidence.

(4) Subpoenathe production of any books, recordsin any
format, documents or other tangible things, or physical or
documentary evidence or matter;

(5) Conduct oral examination, under oath or otherwise,
publicly or privately, of any controlling person, employee,
agent or independent contractor of alicensee;
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(6) Conduct oral examination, under oath or otherwise,
publicly or privately, of any person whose testimony is
deemed relevant to the investigation;

(7) Copy, or request to be copied, any items described in
subsection (1) of this section, or if the director or designee
determines that:

(@ There is danger that origina records may be
destroyed, altered, or removed denying the director access; or

(b) Original documents are necessary for the preparation
of criminal referral or trial, the director may take possession
of originals of any items described in subsection (1) of this
section, regardless of the source of such items. Originals
and/or copies taken by the director may be held, returned, or
forwarded to other regulatory or law enforcement officials as
determined necessary by the director or designee.

(8) Conduct analysis and review of any items described
in subsection (1) of this section;

(9) Require assistance, as necessary, from any employee
or person subject to investigation under this section with
respect to the conduct and subject matter of the investigation;

(10) Conduct meetings and exit reviews with owners,
managers, officers, or employees of any person subject to
investigation or examination under this chapter;

(11) Conduct meetings and share information with other
regulatory or law enforcement agencies; and

(12) Prepare and deliver, as deemed necessary, a report
of investigation requiring a response from the recipient.

The director may investigate the business and records of
any person who the director has reason to believeis engaging
in business which requires a license under chapter 31.45
RCW.

[Statutory Authority: RCW 31.04.165, 43.320.040, 31.45.030, 31.45.050,
31.45.200. 05-22-009, § 208-630-370, filed 10/21/05, effective 11/21/05.]

WAC 208-630-380 What are the fees for an investi-
gation? Unlessthe person investigated is not required to hold
alicense, the person must pay the cost of the investigation at
the hourly rate of sixty-nine dollars per person per hour
expended, plus actual expenses, which for out-of-state inves-
tigations includes, without limitation, travel, lodging and per
diem expense.

[Statutory Authority: RCW 31.04.165, 43.320.040, 31.45.030, 31.45.050,
31.45.200. 05-22-009, § 208-630-380, filed 10/21/05, effective 11/21/05.]

WAC 208-630-390 May the director hire other spe-
cialiststo assist with examinationsand investigations, and
who will pay for them? (1) The director may retain attor-
neys, accountants, or other professionals and specialists as
examiners, auditors, or investigators, to conduct, or assist in
the conduct of examinations, or investigations. Fees for ser-
vices provided to the director by such professionals and spe-
cialistsunder this paragraph will be billed at such ratesand in
the manner described in WAC 208-630-350 and 208-630-
380.

(2) The director may order the retention of such profes-
sionals and specialists as auditors, or investigators to con-
duct, or assist in the conduct of audits or investigations.
Unless the director determines that the person investigated is
not required to hold alicense or otherwise should not bear the
cost, the actual cost of these serviceswill be borne by the per-
son who is the subject of the audit, or investigation.
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[Statutory Authority: RCW 31.04.165, 43.320.040, 31.45.030, 31.45.050,
31.45.200. 05-22-009, § 208-630-390, filed 10/21/05, effective 11/21/05.]

ASSESSMENTSAND REPORTING REQUIREMENTS

WAC 208-630-400 Once licensed, what fees must a
licensee pay to keep alicense current? (1) The director will
charge each licensee an annual assessment at the rate set forth
in subsection (2) of this section. Assessments for a calendar
year will be computed on total volume of transactions as of
December 31 of the previous calendar year.

(2) The annual assessment rateis:

(8) For check cashers:

(i) If the volume of checks cashed is one million dollars
or less, there is no annual assessment;

(it) If the volume of checks cashed is over one million
dollars, the annual assessment isfive hundred thirteen dollars
and ninety-five cents per licensed location.

(b) For check sellers:

(i) If the volume of checks sold is one million dollars or
less, there is no annual assessment;

(i) If the volume of checks sold is over one million dol-
lars, the annual assessment is five hundred thirteen dollars
and ninety-five cents per licensed location.

(c) For licensees with small loan endorsements, in addi-
tion to (a) and/or (b) of this subsection:

(i) If the volume of small loans made is one million dol-
lars or less, there is no annual assessment;

(i) If the volume of small loans madeis over one million
dollars, the annual assessment isfive hundred thirteen dollars
and ninety-five cents per licensed location.

(3) For purposes of this section, "volume" includes all
transactions made under this chapter and chapter 31.45 RCW
by a Washington licensed check casher or check seller at all
licensed locations.

[Statutory Authority: RCW 31.04.165, 43.320.040, 31.45.030, 31.45.050,
31.45.200. 05-22-009, § 208-630-400, filed 10/21/05, effective 11/21/05.]

WAC 208-630-420 How can a license be reinstated
after it expires? The director may reinstate the license if,
within twenty days after the effective date of expiration, the
licensee:

(1) Pays both the annual assessment fee and the late feg;
and

(2) Attests under penalty of perjury that it did not engage
in conduct requiring a license under this chapter during the
period its license was expired. The director may confirm the
licensee's attestation by an investigation.

[Statutory Authority: RCW 31.04.165, 43.320.040, 31.45.030, 31.45.050,
31.45.200. 05-22-009, § 208-630-420, filed 10/21/05, effective 11/21/05.]

WAC 208-630-430 When may a licensee expect a fee
increase? (1) On January 1, 2008, the fee and assessment
rates under WAC 208-630-400 will increase by a percentage
rate equal to the fiscal growth factor for the then current fiscal
year. As used in this section, "fiscal growth factor" has the
same meaning as the term is defined in RCW 43.135.025.

(2) Thedirector may round off arateincrease under sub-
section (1) of this section. However, no rate increase may
exceed the applicable fiscal growth factor.
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[Statutory Authority: RCW 43.320.040. 07-23-094, § 208-630-430, filed
11/20/07, effective 12/21/07. Statutory Authority: RCW 31.04.165, 43.320.-
040, 31.45.030, 31.45.050, 31.45.200. 05-22-009, § 208-630-430, filed
10/21/05, effective 11/21/05.]

WAC 208-630-440 How will a licensee know about
feeincreases? By June 1 of each year, the director will make
available a chart of the new rates that will take effect on the
immediately following July 1.

[Statutory Authority: RCW 31.04.165, 43.320.040, 31.45.030, 31.45.050,
31.45.200. 05-22-009, § 208-630-440, filed 10/21/05, effective 11/21/05.]

WAC 208-630-450 When may the director waive
fees? The director may waive any or all of the fees and
assessments imposed, in whole or in part, when he or she
determines that both of the following factors are present:

(1) The consumer services program fund exceeds the
projected acceptable minimum fund balance level approved
by the office of financial management; and

(2) That such course of action would be fiscally prudent.

[Statutory Authority: RCW 31.04.165, 43.320.040, 31.45.030, 31.45.050,
31.45.200. 05-22-009, § 208-630-450, filed 10/21/05, effective 11/21/05.]

WAC 208-630-460 When must a licensee inform the
director of significant changes in business? A licensee
must notify the director in writing within fifteen days of the
occurrence of any of the following significant developments:

(2) Licenseefiling for bankruptcy or reorganization.

(2) Notification of the initiation of license revocation
procedures in any state against the licensee.

(3) The filing of crimina charges or a criminal indict-
ment or information, in any way related to check cashing,
check selling or small loan activities of the licensee, key
officer, board director, or controlling person, including, but
not limited to, the handling and/or reporting of moneys
received and/or instruments sold.

(4) A licensee, sole proprietor, owner, director, officer,
partner, member or controlling person being convicted of a
crime.

(5) A change of contral. In the case of acorporation, con-
trol is defined as a change of ownership by a person or group
acting in concert to acquire ten percent of the stock, or the
ability of aperson or group acting in concert to elect amajor-
ity of the board directors or otherwise effect a changein pol-
icy of the corporation. The director may require such infor-
mation as deemed necessary to determine whether a new
application is required. In the case of entities other than cor-
porations, change in control shall mean any change in con-
trolling persons of the organization either active or passive.
Change of control investigation fees shall be billed to the per-
sons or group at the rate billed for applications.

[Statutory Authority: RCW 31.04.165, 43.320.040, 31.45.030, 31.45.050,
31.45.200. 05-22-009, § 208-630-460, filed 10/21/05, effective 11/21/05.]

REQUIREMENTSFOR CHECK CASHING AND
MAKING SMALL LOANS (PAYDAY LENDING)

WAC 208-630-470 What types of infor mation must a
licensee include on a borrower's application for a small
loan? The licensee must require and maintain an application
for each borrower in each small loan transaction. Each appli-
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cation must contain the borrower's full name, Social Security
number or other unique identifier acceptable to the director,
current address, |oan origination date, and whether the appli-
cant isamilitary borrower at any time prior to the termination
date of the loan. As used in this section "other unigque identi-
fier'" means a state identification card, a passport, a document
issued by the U.S. Immigration and Customs Enforcement
that provides identification of the borrower, a matricula con-
sular, adriver's license, or other forms as approved by the
director.

Licensees may rely upon an applicant representation
regarding the applicant's military status, and are not required
to conduct an independent investigation regarding military
status.

[Statutory Authority: RCW 43.320.040. 07-23-094, § 208-630-470, filed
11/20/07, effective 12/21/07. Statutory Authority: RCW 31.04.165, 43.320.-

040, 31.45.030, 31.45.050, 31.45.200. 05-22-009, § 208-630-470, filed
10/21/05, effective 11/21/05]

WAC 208-630-480 How must a licensee maintain
customer small loan applications? The licensee may main-
tain a single master application in paper or electronic form
that the licensee updates each time a customer takes out a
new loan.

[Statutory Authority: RCW 31.04.165, 43.320.040, 31.45.030, 31.45.050,
31.45.200. 05-22-009, § 208-630-480, filed 10/21/05, effective 11/21/05.]

WAC 208-630-490 What information must the note
or small loan agreement contain? Each small loan made
under a small loan endorsement pursuant to chapter 31.45
RCW must be evidenced by awritten note or loan agreement
which must contain at least the following:

(1) The origination date of the loan;

(2) The principal of the loan;

(3) The manner in which the loan isto be repaid, includ-
ing a statement of whether any check held in connection with
asmall loan may be redeemed in cash and if so, a statement
of the date and time after which the licensee may choose not
to permit redemption;

(4) The termination date of the loan;

(5) Thedollar amount of feesand the method of cal culat-
ing fees,;

(6) The annual percentage rate as defined in the federal
Truthin Lending Act; and

(7) Thesignature or electronic signature of the borrower.

[Statutory Authority: RCW 31.04.165, 43.320.040, 31.45.030, 31.45.050,
31.45.200. 05-22-009, § 208-630-490, filed 10/21/05, effective 11/21/05.]

WAC 208-630-500 When must a licensee provide a
note or small loan agreement to the borrower? A licensee
must provide a copy of the note or loan agreement (or if in
electronic form, make available) to the borrower at the time
the borrower executes the note or |oan agreement.

[Statutory Authority: RCW 31.04.165, 43.320.040, 31.45.030, 31.45.050,
31.45.200. 05-22-009, § 208-630-500, filed 10/21/05, effective 11/21/05.]

WAC 208-630-505 What process must a licensee fol-
low when a borrower pays off a small loan, or makes a
payment toward a payment plan, with cash? A licensee
must prepare a receipt with information that includes, but is
not limited to, the date of the payment, the borrower's name,
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the amount of the cash received, an indication that the pay-
ment was made in cash, an indication that the payment was
made either on aloan, or towards a payment plan, the bor-
rower's signature, and an authorized signature, stamp, or
other authenticating mark of the licensee confirming that the
licensee received the payment.

[Statutory Authority: RCW 43.320.040. 07-23-094, § 208-630-505, filed
11/20/07, effective 12/21/07 ]

WAC 208-630-510 When does a borrower have a
right to enter into a statutory payment plan? A borrower
has aright to convert asmall |oan to a statutory payment plan
after four successive loans and prior to default on the last
loan.

[Statutory Authority: RCW 31.04.165, 43.320.040, 31.45.030, 31.45.050,
31.45.200. 05-22-009, § 208-630-510, filed 10/21/05, effective 11/21/05.]

WAC 208-630-520 If a borrower and licensee enter
into a statutory payment plan, what istheterm of the pay-
ment plan? A payment plan under the provisions of RCW
31.45.084 must be for a period of at least sixty days unless a
shorter period is agreed to by both the borrower and the lic-
ensee.

[Statutory Authority: RCW 31.04.165, 43.320.040, 31.45.030, 31.45.050,
31.45.200. 05-22-009, § 208-630-520, filed 10/21/05, effective 11/21/05.]

WAC 208-630-530 If a borrower and licensee enter
into a statutory payment plan, how must the payments be
structured? A payment plan under the provisions of RCW
31.45.084 must provide for at least three separate payments
which, unless otherwise requested by the borrower and
agreed to in writing by the lender, shall be:

(1) Equal to thetotal amount of the payment plan divided
by the number of payments (subject to reasonable rounding);
and

(2) Due at substantially equivalent intervals. For exam-
ple, a sixty-day, three hundred fifty dollar payment plan
entered into on May 1 providing for payments of one hundred
twenty dollars on May 20, one hundred twenty dollars on
June 11, and one hundred ten dollars on June 29, complies
with thisrule.

[Statutory Authority: RCW 31.04.165, 43.320.040, 31.45.030, 31.45.050,
31.45.200. 05-22-009, § 208-630-530, filed 10/21/05, effective 11/21/05.]

WAC 208-630-540 Must a licensee comply with the
federal Truth in Lending Act when entering into a pay-
ment plan? An agreement to enter into a payment plan under
the provisions of RCW 31.45.084 must comply with the fed-
eral Truthin Lending Act, 15 U.S.C. Sec. 1601.

[Statutory Authority: RCW 31.04.165, 43.320.040, 31.45.030, 31.45.050,
31.45.200. 05-22-009, § 208-630-540, filed 10/21/05, effective 11/21/05.]

WAC 208-630-5401 What duties and restrictions
must a licensee comply with when making loans to mili-
tary borrowers? (1) For purposes of this section, "military
borrower" means any active duty member of the armed forces
of the United States, or any member of the National Guard or
the reserves of the armed forces of the United States who has
been called to active duty.
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(2) A licensee must:

(a) Comply with the restrictions on loans to military bor-
rowers and their dependents asrequired by Section 670 of the
John Warner National Defense Authorization Act for Fiscal
Year 2007 and 32 C.F.R. Part 232, as amended.

(b) Honor the terms of any repayment agreement, includ-
ing any repayment agreement negotiated through military
counselors or third party credit counselors.

(c) Defer all collection activity against a military bor-
rower who has been deployed to a combat or combat support
posting, for the duration of the posting.

(3) A licensee must not:

(8) Garnish any wages or salary paid to a military bor-
rower for service in the armed forces when collecting any
delinquent small loan.

(b) Contact a military borrower's chain of command in
an effort to collect a delinquent small loan.

(c) Make aloan to a person known to the licenseeto be a
military borrower from a specific location when the military
borrower's commander has notified the licensee in writing
that the specific location is designated off-limits to military
personnel under their command.

[Statutory Authority: RCW 43.320.040. 07-23-094, § 208-630-5401, filed
11/20/07, effective 12/21/07.]

WAC 208-630-550 May the licensee and the bor-
rower enter into a payment plan prior to the fourth con-
secutiveloan? A licenseeis not prohibited from entering into
a payment plan with a borrower at any time prior to the time
a borrower's right to a statutory payment plan is triggered
under RCW 31.45.084. Any payment plan other than a statu-
tory payment plan may be on any terms on which a licensee
and borrower may agree.

[Statutory Authority: RCW 31.04.165, 43.320.040, 31.45.030, 31.45.050,
31.45.200. 05-22-009, § 208-630-550, filed 10/21/05, effective 11/21/05.]

WAC 208-630-560 What types of disclosures must a
licensee maketo a borrower ? (1) A licensee must deliver to
the borrower at the time the licensee makes a small loan, a
disclosure that meets the requirements of all applicable laws,
including the federal Truth in Lending Act.

(2) A licensee must deliver to the borrower at the time
the licensee makes the small loan a disclosure of the right to
rescind the loan and the right to convert the loan to a payment
plan.

(3) A licensee who complies with the federal Truth in
Lending Act and Regulation Z, 12 C.F.R. Part 226, will be
deemed in compliance with this act.

[Statutory Authority: RCW 43.320.040. 07-23-094, § 208-630-560, filed
11/20/07, effective 12/21/07. Statutory Authority: RCW 31.04.165, 43.320.-

040, 31.45.030, 31.45.050, 31.45.200. 05-22-009, § 208-630-560, filed
10/21/05, effective 11/21/05]

WAC 208-630-570 What must beincluded in the dis-
closures? Thedisclosure referred to in WAC 208-630-560(2)
must be substantially in the following form:

Your right to a payment plan.

If thisis your fourth (or greater) successive loan, and if
you are not in default, you may convert your loan to a pay-
ment plan with us. "Successive loans" means |oans made to
you by us with no more than three business days between the
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repayment in full of one loan and the beginning date of the
next loan.

A payment plan will allow you, by paying a one time
fee equal to the finance charge on your loan, to pay all that
you owe in at least three payments over a period of at least
sixty days.

Your right torescind (cancel) thisloan. You havethe
right to rescind (cancel) this loan by returning the amount
of the loan in cash, or returning the check given to you by us
to our office by the close of business on our next business day
following the date of thisloan. We may not charge you for
canceling the loan and we will return to you any postdated
check or electronic equivalent you have given to us.

[Statutory Authority: RCW 31.04.165, 43.320.040, 31.45.030, 31.45.050,
31.45.200. 05-22-009, § 208-630-570, filed 10/21/05, effective 11/21/05.]

WAC 208-630-580 In addition to providing disclo-
surestotheborrower, doesalicensee haveto post any dis-
closures? (1) Licensees that make small loans must post the
following notices at each location where small loans are
made:

(8) A conspicuous notice substantialy in the form set
forthin WAC 208-630-570; and

(b) A conspicuous notice of how consumers may contact
the department, substantially in the following form: "If you
have questions about your rights and responsibilities when
taking out a payday |oan, contact the Department of Financial
Institutions at 1-877-746-4334, or 360-902-8700, or 150
Israel Road S.W., Tumwater, Washington, 98501."

(2) Licensees that make small loans using the internet
must post the notices required by subsection (1) of this sec-
tion in a conspicuous location on their web sites.

(3) Licensees may download a copy of the notice
required by subsection (1)(b) of this section from the depart-
ment's web site or by contacting the department directly.
[Statutory Authority: RCW 43.320.040. 07-23-094, § 208-630-580, filed
11/20/07, effective 12/21/07. Statutory Authority: RCW 31.04.165,

43.320.040, 31.45.030, 31.45.050, 31.45.200. 05-22-009, § 208-630-580,
filed 10/21/05, effective 11/21/05.]

WAC 208-630-590 How must a licensee format dis-
closures? All disclosures must be presented in a manner and
physical format that is clear, conspicuous and designed to call
attention to each right and responsibility of the borrower and
lender being disclosed. Such statements may be provided
separately or included within the note or loan agreement.

[Statutory Authority: RCW 31.04.165, 43.320.040, 31.45.030, 31.45.050,
31.45.200. 05-22-009, § 208-630-590, filed 10/21/05, effective 11/21/05.]

WAC 208-630-600 What documentation must a lic-
ensee keep to show that the licensee has made the proper
disclosures? A licensee must maintain in its files sufficient
information to show compliance with the consumer disclo-
sure requirements of chapter 31.45 RCW, these rules, and
state and federal law.

[Statutory Authority: RCW 31.04.165, 43.320.040, 31.45.030, 31.45.050,
31.45.200. 05-22-009, § 208-630-600, filed 10/21/05, effective 11/21/05.]

WAC 208-630-610 What are the accounting and
financial records that a licensee must keep? Licensees
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must maintain as a minimum the following records for at
least two years.

(1) A licensee must maintain a record of transactions
conducted. Such a record may be limited to the following
provided a sufficient audit trail is available through records
obtainable from the licensee's bank of account:

(8 Amount of the checks cashed;

(b) Amount of fees charged for cashing the check;

(c) Amount of cash deducted from the transaction for the
sales of other services or products;

(d) Amount of each check or monetary instrument sold,;

(e) Amount of fee charged for the monetary instrument;

(f) Amount of small loan proceeds disbursed;

(g) Fees charged for small loans;

(h) Amount of payments on small loans received;

(i) Origination date of each small loan;

(j) Termination date of each small loan;

(k) Payment plan payment due dates,

() The information required to be maintained for appli-
cationsintherule;

(m) Records of cash payments made on small loans. The
record must include the date of the payment, the borrower's
name, the amount of cash received, the identity of the
employee who received the cash, and whether the payment
was applied to aloan or payment plan;

(n) Copies of receipts required under WAC 208-630-
505.

(2) Licensees must maintain a cash reconciliation sum-
marizing each day's activity and reconciling cash on hand at
the opening of business to cash on hand at the close of busi-
ness. Such reconciliation must separately reflect cash
received from the sale of checks, redemption of returned
items, bank cash withdrawals, cash disbursed in cashing of
checks, cash disbursed in making small loans, cash received
in payment of small loans and bank cash deposits.

(3) Records of the disbursement of 1oan proceeds and the
receipt of all payments on the balance of small loans must be
kept and must indicate the date of the transaction, the bor-
rower's name, amount, and whether the disbursement or pay-
ment is on aloan or payment plan.

[Statutory Authority: RCW 43.320.040. 07-23-094, § 208-630-610, filed
11/20/07, effective 12/21/07. Statutory Authority: RCW 31.04.165, 43.320.-

040, 31.45.030, 31.45.050, 31.45.200. 05-22-009, § 208-630-610, filed
10/21/05, effective 11/21/05]

WAC 208-630-620 In what form must a licensee
maintain accounting and financial records? Licensees
may maintain records required in combined form, hand or
machine posted, or automated, and licensees may maintain
them on any electronic, magnetic, optical or other storage
media. However the licensee must maintain the necessary
technology to permit access to the records by the department
for the period required by law.

[Statutory Authority: RCW 31.04.165, 43.320.040, 31.45.030, 31.45.050,
31.45.200. 05-22-009, § 208-630-620, filed 10/21/05, effective 11/21/05.]

WAC 208-630-630 May the director ask a licensee
for recordsregarding the previous day's transactions?
Upon request of the director or director's designee a licensee
must within one business day make available, either directly
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or through a third party, arecord of the previous day's trans-
actions.

[Statutory Authority: RCW 31.04.165, 43.320.040, 31.45.030, 31.45.050,
31.45.200. 05-22-009, § 208-630-630, filed 10/21/05, effective 11/21/05.]

WAC 208-630-640 What specific accounting records
must a licensee maintain? Licensees must maintain a gen-
eral ledger containing records of all assets, liabilities, capital,
income, and expenses. The licensee must post a general |ed-
ger from the daily record of checks cashed or other record of
original entry, at least monthly, and it must be maintained in
such manner as to facilitate the preparation of an accurate
trial balance of accounts in accordance with generally
accepted accounting practices.

[Statutory Authority: RCW 31.04.165, 43.320.040, 31.45.030, 31.45.050,
31.45.200. 05-22-009, § 208-630-640, filed 10/21/05, effective 11/21/05.]

WAC 208-630-650 May a licensee maintain a consol-
idated general ledger if the licensee hastwo or moreloca-
tions? A licensee may maintain a consolidated general ledger
reflecting activity at two or more locations by the same lic-
ensee provided that the licensee maintain books of original
entry separately for each location.

[Statutory Authority: RCW 31.04.165, 43.320.040, 31.45.030, 31.45.050,
31.45.200. 05-22-009, § 208-630-650, filed 10/21/05, effective 11/21/05.]

WAC 208-630-660 What must a licensee have in
employees' personnel files? Every licensee must maintain
personnel files for its employees. Each file must contain the
employee's full name, date of birth, date of hire and date of
termination, last known address and Social Security number.

[Statutory Authority: RCW 31.04.165, 43.320.040, 31.45.030, 31.45.050,
31.45.200. 05-22-009, § 208-630-660, filed 10/21/05, effective 11/21/05.]

WAC 208-630-670 For licensees with small loan
endor sementswhat information must the licensee keep in
every loan file? For licensees with small 1oan endorsements,
each loan file must contain at least a copy of the application,
a copy of the note or loan agreement and a copy of any dis-
closure statement. As used in this section, "application”
means any information received by the licensee from the bor-
rower for the purposes of making alending decision, includ-
ing, but not limited to, personal employment history and
credit history.

[Statutory Authority: RCW 31.04.165, 43.320.040, 31.45.030, 31.45.050,
31.45.200. 05-22-009, § 208-630-670, filed 10/21/05, effective 11/21/05.]

WAC 208-630-680 Are there specific banking
requirements for check sellers? All monetary instruments
issued by check sellers must be drawn on afinancial institu-
tion domiciled in the United States.

[Statutory Authority: RCW 31.04.165, 43.320.040, 31.45.030, 31.45.050,
31.45.200. 05-22-009, § 208-630-680, filed 10/21/05, effective 11/21/05.]

WAC 208-630-690 When must a check casher
deposit a monetary instrument? Once a licensee cashes a
monetary instrument the licensee must send the monetary
instrument for deposit to the licensee's account at a deposi-
tory financial institution located in Washington state or send
it for collection not later than the close of business on the
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third business day after the day on which the licensee
accepted the monetary instrument for cash. This subsection
does not apply if the licensee accepted the monetary instru-
ment as part of a small loan transaction under chapter 31.45
RCW.

[Statutory Authority: RCW 31.04.165, 43.320.040, 31.45.030, 31.45.050,
31.45.200. 05-22-009, § 208-630-690, filed 10/21/05, effective 11/21/05.]

WAC 208-630-700 When may a licensee deposit a
monetary instrument accepted in the course of making a
small loan? A licensee with a small loan endorsement may
not deposit a monetary instrument accepted in the course of
making a small loan under the act prior to the termination
date and any time disclosed on the note or small loan agree-
ment.

[Statutory Authority: RCW 31.04.165, 43.320.040, 31.45.030, 31.45.050,
31.45.200. 05-22-009, § 208-630-700, filed 10/21/05, effective 11/21/05.]

WAC 208-630-710 What other federal and statelaws
and regulations must a licensee comply with? Each lic-
ensee must comply with applicable federal and state laws
including, but not limited to, applicable provisions of the fol-
lowing:

(1) Washington laws. Chapter 63.29 RCW, the Uniform
Unclaimed Property Act.

(2) Federal Laws and Regulations:

» "Bank Secrecy Act (BSA)" means the Currency and
Foreign Transactions Reporting Act, 31 U.S.C. Sec. 5311-
5330 and 12 U.S.C. Sec. 1818(s), and 1951-1959, 31 C.F.R.
Part 103.

» "Department of Defense Military Borrower Rules'
means Section 670 of the John Warner National Defense
Authorization Act for Fiscal Year 2007 and 32 C.F.R. Part
232.

« "Equal Credit Opportunity Act" meansthe Equal Credit
Opportunity Act (ECOA), 15 U.S.C. Sec. 1691 et seq., Reg-
ulation B, 12 C.F.R. Part 202.

» "Fair Credit Reporting Act" means the Fair Credit
Reporting Act (FCRA), 15 U.S.C. Sec. 1681 et seq.

* "Federal Trade Commission Act" means the Federal
Trade Commission Act, 15 U.S.C. Sec. 45(a).

* "Gramm-L each-Bliley Act (GLBA)" means the Finan-
cial Modernization Act of 1999, 15 U.S.C. Sec. 6801-6809,
and the GLBA-mandated Federal Trade Commission (FTC)
privacy rules, at 16 C.F.R. Parts 313-314.

* "Telemarketing and Consumer Fraud and Abuse Pre-
vention Act" means the Telemarketing and Consumer Fraud
and Abuse Prevention Act, 15 U.S.C. Sec. 6101-6108, Tele-
phone Sales Rule, 16 C.F.R. Part 310.

* "Truthin Lending Act" meansthe Truth in Lending Act
(TILA), 15 U.S.C. Sec. 1601 et seq., Regulation Z, 12 C.F.R.
Part 226 et seq.

[Statutory Authority: RCW 43.320.040. 07-23-094, § 208-630-710, filed
11/20/07, effective 12/21/07. Statutory Authority: RCW 31.04.165, 43.320.-

040, 31.45.030, 31.45.050, 31.45.200. 05-22-009, § 208-630-710, filed
10/21/05, effective 11/21/05]

WAC 208-630-711 What are the minimum require-
ments of a policy that protectsborrowers nonpublic per-
sonal information (NPI) under the Gramm-L each-Bliley
Act? (1) Each licensee must establish policies and proce-

[Title 208 WAC—p. 96]

Title 208 WAC: Financial Institutions, Department of

dures with administrative, technical, and physical safeguards
appropriate to such licensee's size and compl exity, the nature
and scope of the licensee's activities, and the sensitivity of
borrower information:

(a) To insure the security and confidentiality of borrow-
ers records and information;

(b) To protect against any anticipated threats or hazards
to the security or integrity of such records; and

(c) To protect against any unauthorized access to or use
of such records or information which could result in substan-
tial harm or inconvenience to any borrower.

(2) The policies and practices must, at a minimum, con-
tain the following elements:

(a) A privacy notice to consumers before you share their
NPI with nonaffiliated third parties not otherwise excepted;

(b) A plan to limit the reuse and redisclosure of NPI you
receive from a nonaffiliated financial ingtitution. The limits
of your use depend on how the information is disclosed to
you; and

(c) A plan to prevent the disclosure of account numbers
or similar access numbers or codes for marketing purposes.

[Statutory Authority: RCW 43.320.040. 07-23-094, § 208-630-711, filed
11/20/07, effective 12/21/07 ]

WAC 208-630-712 When must alicensee obtain iden-
tifying information about its customers? Each licensee
must obtain, verify and maintain records of identifying infor-
mation about its customers to the extent required by applica-
ble law, including, without limitation, in the following situa-
tions:

(1) When completing and filing suspicious activity
reports (SARs) of any suspicious transaction relevant to a
possible violation of any law or regulation, asrequired by 31
C.F.R. Section 103.20.

(2) When completing and filing currency transaction
reports (CTRs) for transactionsinvolving more than ten thou-
sand dollars in currency in any one day, as required by 31
C.F.R. Section 103.22.

(3) When issuing or selling one or more checks or drafts,
cashier's checks, money orders, or traveler's checks for three
thousand dollars or more, in currency in any one day, as
required by 31 C.F.R. Section 103.29.

[Statutory Authority: RCW 43.320.040. 07-23-094, § 208-630-712, filed
11/20/07, effective 12/21/07.]

WAC 208-630-720 Isa licensee required to register
as a money service business with the Secretary of the
Treasury? Licensees may be required to register as a money
services business (MSB) under the Bank Secrecy Act, 31
U.S.C. Section 5330, or any regulations promulgated there-
under. Generally, an MSB is abusiness that cashes checks or
exchanges currency (other than as an agent for another busi-
ness) in an amount greater than one thousand dollars in cur-
rency or monetary or other instrumentsfor any person on any
day, in one or more transactions.

[Statutory Authority: RCW 43.320.040. 07-23-094, § 208-630-720, filed
11/20/07, effective 12/21/07. Statutory Authority: RCW 31.04.165, 43.320.-

040, 31.45.030, 31.45.050, 31.45.200. 05-22-009, § 208-630-720, filed
10/21/05, effective 11/21/05]
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WAC 208-630-721 If alicenseeisconsidered a money
service business (M SB) under the Bank Secrecy Act (see
WAC 208-630-720), what arethe minimum requirements
for the anti-money laundering program the licensee must
develop? A licensee who qualifies as a money services busi-
ness under the Bank Secrecy Act must develop, implement,
and maintain an effective anti-money laundering program
consistent with federal law and the requirements of 31 C.F.R.
Section 103.125.

[Statutory Authority: RCW 43.320.040. 07-23-094, § 208-630-721, filed
11/20/07, effective 12/21/07 ]

WAC 208-630-730 What records and actions does a
licensee need to take to assure the licensee is correctly
reporting under the Bank Secrecy Act? Each licensee shall
maintain detailed records to satisfy currency transaction
reporting and suspicious activity reporting requirements of
the United States Treasury Department.

Each licensee shall implement an antimoney |aundering
program that includes the development of internal policies,
procedures and controls, training of employees, the appoint-
ment of a compliance officer, and the appointment of an
external reviewer of the antimoney laundering program if
required by 31 U.S.C. Section 5318(h).

[Statutory Authority: RCW 31.04.165, 43.320.040, 31.45.030, 31.45.050,
31.45.200. 05-22-009, § 208-630-730, filed 10/21/05, effective 11/21/05.]

WAC 208-630-740 What obligation does a licensee
have to assure that employees comply with the laws and
rules regarding payday lending and check cashing and
selling? Each licensee shall ensure that any employee or per-
son who engages in business on behalf of the licensee under
authority granted by chapter 31.45 RCW has sufficient
understanding of the statutes and rules applicable to its busi-
ness to assure compliance with such statutes and rules.

[Statutory Authority: RCW 31.04.165, 43.320.040, 31.45.030, 31.45.050,
31.45.200. 05-22-009, § 208-630-740, filed 10/21/05, effective 11/21/05.]

WAC 208-630-750 What feesmay licensees chargeto
collect a delinquent small loan? A licensee when collecting
adelinquent small loan may:

(1) Agree with the borrower for the payment of fees for
a credit report received from a recognized credit reporting
company when the licensee pays these fees to an unaffiliated
third party for services. In no event may the fee exceed the
actual cost charged by the provider of the credit report.

(2) Charge or collect a fee equal to or less than twenty-
five dollars for a check returned unpaid by the bank drawn
upon. Only one fee may be collected with respect to a partic-
ular check even if it has been redeposited and returned more
than once.

[Statutory Authority: RCW 31.04.165, 43.320.040, 31.45.030, 31.45.050,
31.45.200. 05-22-009, § 208-630-750, filed 10/21/05, effective 11/21/05.]

WAC 208-630-770 May a licensee allow a borrower
torefinanceor "rollover" asmall loan with another small
loan? A licensee may not allow a borrower to use a hew
small loan to pay off an existing small loan by the same
lender or an affiliate of the lender. Licensees may not apply
the proceeds from any small loan to any other loan from the
same lender or affiliate of the lender.
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[Statutory Authority: RCW 31.04.165, 43.320.040, 31.45.030, 31.45.050,
31.45.200. 05-22-009, § 208-630-770, filed 10/21/05, effective 11/21/05.]

WAC 208-630-780 May a licensee use a hame or
place of business other than that named on the license or
small loan endor sement? A licensee may not make any loan
under authority granted by chapter 31.45 RCW under any
name or at any place of business other than that named on the
license and small loan endorsement.

[Statutory Authority: RCW 31.04.165, 43.320.040, 31.45.030, 31.45.050,
31.45.200. 05-22-009, § 208-630-780, filed 10/21/05, effective 11/21/05.]

WAC 208-630-790 What isthelimit on theamount of
checksalicensee may hold from one borrower ? A licensee
may not hold a check or checks in an aggregate face amount
of more than seven hundred dollars plus alowable fees from
any one borrower at any one time.

[Statutory Authority: RCW 31.04.165, 43.320.040, 31.45.030, 31.45.050,
31.45.200. 05-22-009, § 208-630-790, filed 10/21/05, effective 11/21/05.]

WAC 208-630-800 May a licensee holding a bor-
rower'scheck for a period longer than the statutory limit
of forty-five days charge additional fees? A licensee may
hold a check for more than forty-five days if requested to do
so by the borrower. The licensee may not charge additional
feesfor holding the check.

[Statutory Authority: RCW 31.04.165, 43.320.040, 31.45.030, 31.45.050,
31.45.200. 05-22-009, § 208-630-800, filed 10/21/05, effective 11/21/05.]

WAC 208-630-810 May a licensee char ge additional
fees to cash monetary instrumentsissued as part of a
small loan? The licensee may not charge an additional feeto
cash a monetary instrument issued as part of a small loan
made under chapter 31.45 RCW.

[Statutory Authority: RCW 31.04.165, 43.320.040, 31.45.030, 31.45.050,
31.45.200. 05-22-009, § 208-630-810, filed 10/21/05, effective 11/21/05.]

WAC 208-630-820 May a licensee charge any fees if
a borrower decides to convert their loan to a payment
plan? A licensee may not charge any fee or impose any other
burden upon the decision of a borrower to convert their small
loan to a payment plan as provided under RCW 31.45.084,
other than the terms and conditions expressly authorized by
RCW 31.45.084.

[Statutory Authority: RCW 31.04.165, 43.320.040, 31.45.030, 31.45.050,
31.45.200. 05-22-009, § 208-630-820, filed 10/21/05, effective 11/21/05.]

PROHIBITED PRACTICES

WAC 208-630-8201 What businesspracticesarepro-
hibited? (1) It is a violation of this chapter for any person
subject to this chapter to:

(a) Directly or indirectly employ any scheme, device, or
artifice to defraud or mislead any borrower, to defraud or
mislead any lender, or to defraud or mislead any person;

(b) Directly or indirectly engage in any unfair or decep-
tive practice toward any person;

(c) Directly or indirectly obtain property by fraud or mis-
representation;

(d) Make asmall loan to any person physically located in
Washington through use of theinternet, facsimile, telephone,
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kiosk, or other means without first obtaining a small loan
endorsement;

(e) Directly or indirectly refer a borrower, or encourage
aborrower, to use the services of more than one payday lend-
ing business that results in an amount outstanding that
exceeds the loan limit in RCW 31.45.073; and

(f) Directly or indirectly structure a loan transaction in
order to exceed the loan limit in RCW 31.45.073.

(2) In addition to any other penalties, any transaction in
violation of this section is uncollectible and unenforceable.

[Statutory Authority: RCW 43.320.040. 07-23-094, § 208-630-8201, filed
11/20/07, effective 12/21/07.]

WAC 208-630-830 What are a licensee's annual
reporting requirements? On or before April 15, each lic-
ensee must submit financial statements for the calendar year
just ended. If the licensee has established a fiscal year differ-
ent from the calendar year, the financial statements are due
not later than one hundred five days after the close of the fis-
cal year.

(1) Annual financial statements. The financial state-
ments must include at least a balance sheet and a statement of
income prepared in accordance with generally accepted
accounting principles.

(2) Annual assessment report (AAR). Each licensee must
submit an AAR of its Washington activities, in aform pre-
scribed by the director. The AAR must contain the following:

(8) The total dollar volume of checks cashed during the
period, if applicable; and

(b) The total dollar volume of checks sold during the
period, if applicable; and

(c) The total dollar volume of small loans made during
the period, if applicable; and

(d) The annual assessment fee calculation. See WAC
208-630-400.

(3) Consolidated annual report (CAR). Each licensee
must submit a CAR of its Washington activities, in a form
prescribed by the director. The CAR must contain at least the
following:

(a) For al licensees, the CAR must contain:

(i) The total number of employees and annual payroll
during the period;

(if) The total number and dollar volume of transactions
during the period;

(iii) The total dollar amount of fees collected during the
period;

(iv) The total number and dollar amount of undeposited
checks taken or held in connection with check cashing and
small loan endorsement business at the end of the period,;

(v) The total number and dollar amount of returned
(NSF) checks taken or held in connection with check cashing
and small loan business at the end of the period, and the total
dollar amount of fees collected for returned (NSF) checks
during the period;

(vi) The total number and dollar amount of charge-offs
(losses), net of any recoveries, for the period; and

(vii) The total dollar amount of net income before and
after taxes earned under authority of this chapter.

(viii) Such other relevant information as the director may
require, in aform prescribed by the director.
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(b) For al licensees with a small loan endorsement, the
CAR must contain:

(i) The total dollar volume of small loans made during
the period, including payment plan loans;

(i) The total number of loans made for the period;

(iii) The total number of borrowers for the period;

(iv) The number of borrowers whose accounts were
referred to collection agencies;

(v) The number of loans rescinded during the period;

(vi) The number of borrowers entering into a payment
plan;

(vii) The number of loans made to borrowers to be paid
through an ACH (automated clearing house) or other elec-
tronic transaction;

(viii) The number of loans made to borrowers through
other than a physical visit to the licensee's location (e.g.,
internet, telephone, etc.); and

(ix) The number of active military borrowers during the
period.

(c) For all licensees with small loan endorsements and
total loan volume of at least ten million dollars in principal
for the reporting period, the CAR must contain the following:

(i) The number of loans per borrower for the period;

(i) The number of loans per military borrower during the
period; and

(iii) The number of loans with terms in each of the fol-
lowing categories for the period:

(A) Oneto seven days,

(B) Eight to fourteen days,

(C) Fifteen to twenty-one days;

(D) Twenty-two to thirty-one days; and

(E) Thirty-two or more days.

[Statutory Authority: RCW 43.320.040. 08-16-092, § 208-630-830, filed
8/5/08, effective 9/5/08. Statutory Authority: RCW 31.04.165, 43.320.040,

31.45.030, 31.45.050, 31.45.200. 05-22-009, § 208-630-830, filed 10/21/05,
effective 11/21/05]

WAC 208-630-8301 What happensif alicenseeislate
filing the annual reports and paying the annual assess-
ment? If a licensee does not file the financial statements,
assessment report, consolidated annual report, and pay its
annual assessment fee by April 15 of each year, the director
will send the licensee a notice of suspension and assess alate
fee of twenty-five percent of the annual assessment fee. The
licensee's reports and payment of both the annual assessment
fee and any late fee must arrive in the department's offices by
5:00 p.m. on the tenth day after April 15, unless the depart-
ment is not open for business on that date, then the licensee's
reports and payment of both the annual assessment fee and
any late fee must arrive in the department's offices by 5:00
p.m. on the next day the department is open for business. If
the reports and payment of both the annual assessment fee
and any late fee do not arrive prior to such time and date, the
expiration of thelicensee'slicenseis effective at 5:00 p.m. on
the thirtieth day after April 15.

[Statutory Authority: RCW 43.320.040. 08-16-092, § 208-630-8301, filed
8/5/08, effective 9/5/08.]

WAC 208-630-840 Who may a licensee hireto pre-
parethefinancial statementsin theannual report? Finan-
cial statements contained in the annual report may be pre-
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pared by outside accountants or by the licensee's own
accountants.

[Statutory Authority: RCW 31.04.165, 43.320.040, 31.45.030, 31.45.050,
31.45.200. 05-22-009, § 208-630-840, filed 10/21/05, effective 11/21/05.]

WAC 208-630-880 What must a check seller report
when surrendering or revoking a license? A licensee
engaged in the business of selling monetary instruments
whose license has been surrendered or revoked shall submit
to the director, at its own expense, on or before one hundred
five days after the effective date of such surrender or revoca-
tion, a closing annual report containing audited financial
statements as of such effective date. This closing annual
report shall cover the twelve months ending with such clo-
sure date or for such other period as the director may specify.
If the report, certificate, or opinion of the independent
accountant is in any way qualified, the director may require
the licensee to take such action as appropriate to permit an
independent accountant to remove such qualification from
the report, certificate, or opinion. Such report shall include
relevant information specified by the director.

[Statutory Authority: RCW 31.04.165, 43.320.040, 31.45.030, 31.45.050,
31.45.200. 05-22-009, § 208-630-880, filed 10/21/05, effective 11/21/05.]

WAC 208-630-890 What must a licensee, other than
a check seller, report when surrendering or revoking a
license? A licensee not engaged in the business of selling
monetary instruments whose license has been surrendered or
revoked shall submit to the director at its own expense, on or
before one hundred five days after the effective date of such
surrender or revocation, a closing annual report covering the
twelve months ending with such closure date or for such
other period asthe director may specify. Financial statements
contained in this closing report may be prepared by outside
accountants or by the licensee's own accountants.

[Statutory Authority: RCW 31.04.165, 43.320.040, 31.45.030, 31.45.050,
31.45.200. 05-22-009, § 208-630-890, filed 10/21/05, effective 11/21/05.]

WAC 208-630-910 May a licensee request an exten-
sion of time to comply with reporting requirements? For
good cause and upon written request, the director may extend
the time for compliance with reporting requirements.

[Statutory Authority: RCW 31.04.165, 43.320.040, 31.45.030, 31.45.050,
31.45.200. 05-22-009, § 208-630-910, filed 10/21/05, effective 11/21/05.]

WAC 208-630-920 Under what circumstances would
a licensee submit unaudited financial statementsto the
director? A licensee shall, when requested by the director,
for good cause, submit its unaudited financial statement, pre-
pared in accordance with generally accepted accounting prin-
ciplesand consisting of at |east a balance sheet and statement
of income as of the date and for the period specified by the
director.

[Statutory Authority: RCW 31.04.165, 43.320.040, 31.45.030, 31.45.050,
31.45.200. 05-22-009, § 208-630-920, filed 10/21/05, effective 11/21/05.]

WAC 208-630-930 When may the director reject
financial statements and other reports submitted to the
director by the licensee? The director may reject any finan-
cial statement, report, certificate, or opinion filed pursuant to
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this section. The director must notify the licensee or other
person required to make such filing of its rejection and the
cause thereof.

[Statutory Authority: RCW 31.04.165, 43.320.040, 31.45.030, 31.45.050,
31.45.200. 05-22-009, § 208-630-930, filed 10/21/05, effective 11/21/05.]

WAC 208-630-940 How much time does a licensee
have to correct the deficiency in financial statements or
other reports? Within thirty days after the receipt of such
notice, the licensee or other person shall correct such defi-
ciency. The director shall retain a copy of all filings so
rejected.

[Statutory Authority: RCW 31.04.165, 43.320.040, 31.45.030, 31.45.050,
31.45.200. 05-22-009, § 208-630-940, filed 10/21/05, effective 11/21/05.]

WAC 208-630-950 What are the trust accounting
requirements that a licensee must comply with? (1) At
least monthly alicenseein the business of selling checks shall
withdraw from the trust account an amount equal to fees
earned for the corresponding period from the sale of mone-
tary instruments. The remaining balance of the trust account
must be sufficient to cover all monetary instruments that
remain outstanding and drawn against the trust account.

(2) A licensee is prohibited from allowing the bank of
account to charge back checks or drafts deposited to the trust
account and subsequently dishonored against said trust
account.

(3) A licensee, whose license has been suspended, termi-
nated, or not renewed, shall not make withdrawals from the
trust account without the director's consent, until a closing
report has been received according to these rules.

[Statutory Authority: RCW 31.04.165, 43.320.040, 31.45.030, 31.45.050,
31.45.200. 05-22-009, § 208-630-950, filed 10/21/05, effective 11/21/05.]

Chapter 208-660 WAC

MORTGAGE BROKERS AND LOAN
ORIGINATORS—LICENSING
(Formerly chapter 50-60 WAC)

WAC
208-660-005 Purpose, scope and coverage.
208-660-006 Definitions.
208-660-007 Good standing.
208-660-008 Exemption from licensing.
MORTGAGE BROKERS
208-660-155 Mortgage brokers—General.
208-660-163 Mortgage brokers—Licensing.
208-660-175 Mortgage brokers—Surety bond.
208-660-180 Mortgage brokers—Main office.
208-660-195 Mortgage brokers—Branch offices.
DESIGNATED BROKERS

208-660-250 Designated brokers—General.
208-660-260 Designated brokers—Testing.
208-660-270 Designated brokers—Continuing education.

LOAN ORIGINATORS
208-660-300 Loan originators—General.
208-660-350 L oan originators—Licensing.
208-660-360 Loan originators—Testing.
208-660-370 L oan originators—Continuing education.
208-660-400 Reporting requirements and notices to the department.
208-660-410 Trust accounting.
208-660-420 Out-of-state mortgage brokers and loan originators.
208-660-430 Disclosure requirements.
208-660-440 Advertising.
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208-660-450 Recordkeeping requirements.
208-660-500 Prohibited practices.
DIRECTOR AND DEPARTMENT POWERS

208-660-510 Director and department powers—Examination author-
ity.

208-660-520 Director and department powers—Investigation author-
ity.

208-660-530 Director and department powers—Enforcement author-
ity.

208-660-540 Director and department powers—General authority.

208-660-550 Department fees and costs.

208-660-600 Administration and facilitation of continuing education.

208-660-700 Mortgage broker commission.

208-660-800 Forms.

DISPOSITION OF SECTIONSFORMERLY
CODIFIED IN THISCHAPTER

208-660-010 Definitions. [Statutory Authority: RCW 18.44.410,
19.146.223, 19.146.225, 19.146.265, 31.04.165, 31.45.-
200. 01-12-029, § 208-660-010, filed 5/29/01, effective
7/1/01. Statutory Authority: RCW 43.320.010, 19.146.-
223. 01-01-044, § 208-660-010, filed 12/8/00, effective
1/8/01; 96-04-028, recodified as § 208-660-010, filed
2/1/96, effective 4/1/96. Statutory Authority: RCW
19.146.225. 95-13-091, § 50-60-010, filed 6/21/95,
effective 7/22/95. Statutory Authority: 1993 c 468 § 9.
94-03-009, § 50-60-010, filed 1/7/94, effective 2/7/94.]
Repealed by 06-23-137, filed 11/21/06, effective 1/1/07.
Statutory Authority: RCW 43.320.040, 19.146.223,
2006 c 19.

208-660-020 Statutory exemptions. [Statutory Authority: RCW
43.320.010, 19.146.223. 01-01-044, § 208-660-020,
filed 12/8/00, effective 1/8/01; 96-04-028, recodified as
§ 208-660-020, filed 2/1/96, effective 4/1/96. Statutory
Authority: RCW 19.146.225. 95-13-091, § 50-60-020,
filed 6/21/95, effective 7/22/95. Statutory Authority:
1993 ¢ 468 § 9. 94-03-009, § 50-60-020, filed 1/7/94,
effective 2/7/94.] Repealed by 06-23-137, filed
11/21/06, effective 1/1/07. Statutory Authority: RCW
43.320.040, 19.146.223, 2006 c 19.

208-660-025 Computer loan information services and systems. [ Stat-
utory Authority: RCW 43.320.010, 19.146.223. 01-01-
044, § 208-660-025, filed 12/8/00, effective 1/8/01.
Statutory Authority: RCW 42.320.040 [43.320.040],
19.146.020 (1)(h) and 19.146.225. 97-01-003, § 208-
660-025, filed 12/5/96 effective 1/5/97.] Repealed by
06-23-137, filed 11/21/06, effective 1/1/07. Statutory
Authority: RCW 43.320.040, 19.146.223, 2006 c 19.

208-660-030 Application procedure for mortgage broker license.
[Statutory Authority: RCW 43.320.010, 19.146.223.
01-01-044, § 208-660-030, filed 12/8/00, effective
1/8/01; 96-04-028, recodified as § 208-660-030, filed
2/1/96, effective 4/1/96. Statutory Authority: RCW
19.146.225. 95-13-091, § 50-60-030, filed 6/21/95,
effective 7/22/95. Statutory Authority: 1993 c 468 § 9.
94-03-009, § 50-60-030, filed 1/7/94, effective 2/7/94.]
Repeal ed by 06-23-137, filed 11/21/06, effective 1/1/07.
Statutory Authority: RCW 43.320.040, 19.146.223,
2006 c 19.

208-660-035 Interim licenses. [96-04-028, recodified as § 208-660-
035, filed 2/1/96, effective 4/1/96. Statutory Authority:
RCW 19.146.225. 95-13-091, § 50-60-035, filed
6/21/95, effective 7/22/95.] Repealed by 06-23-137,
filed 11/21/06, effective 1/1/07. Statutory Authority:
RCW 43.320.040, 19.146.223, 2006 c 19.

208-660-040 Experience requirements. [Statutory Authority: RCW
43.320.010, 19.146.223. 01-01-044, § 208-660-040,
filed 12/8/00, effective 1/8/01; 96-04-028, recodified as
§ 208-660-040, filed 2/1/96, effective 4/1/96. Statutory
Authority: RCW 19.146.225. 95-13-091, § 50-60-040,
filed 6/21/95, effective 7/22/95; 94-23-033, § 50-60-
040, filed 11/8/94, effective 12/9/94. Statutory Author-
ity: 1993 c 468 § 9. 94-03-009, § 50-60-040, filed
1/7/94, effective 2/7/94.] Repealed by 06-23-137, filed
11/21/06, effective 1/1/07. Statutory Authority: RCW
43.320.040, 19.146.223, 2006 c 19.

208-660-042 Continuing education requirement. [Statutory Author-
ity: RCW 43.320.010, 19.146.223. 01-01-044, § 208-
660-042, filed 12/8/00, effective 1/8/01; 96-04-028,
recodified as § 208-660-042, filed 2/1/96, effective
4/1/96. Statutory Authority: RCW 19.146.225. 95-13-
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091, § 50-60-042, filed 6/21/95, effective 7/22/95.]
Repealed by 06-23-137, filed 11/21/06, effective 1/1/07.
Statutory Authority: RCW 43.320.040, 19.146.223,
2006 ¢ 19.

Approval of courses and examinations. [Statutory
Authority: RCW 43.320.010, 19.146.223. 01-01-044, §
208-660-045, filed 12/8/00, effective 1/8/01; 96-04-028,
recodified as § 208-660-045, filed 2/1/96, effective
4/1/96. Statutory Authority: RCW 19.146.225. 95-13-
091, § 50-60-045, filed 6/21/95, effective 7/22/95; 94-
23-033, § 50-60-045, filed 11/8/94, effective 12/9/94.]
Repealed by 06-23-137, filed 11/21/06, effective 1/1/07.
Statutory Authority: RCW 43.320.040, 19.146.223,
2006 c 19.

Demand for crimina history information. [96-04-028,
recodified as § 208-660-050, filed 2/1/96, effective
4/1/96. Statutory Authority: RCW 19.146.225. 95-13-
091, § 50-60-050, filed 6/21/95, effective 7/22/95. Stat-
utory Authority: 1993 ¢ 468 § 9. 94-03-009, § 50-60-
050, filed 1/7/94, effective 2/7/94.] Repealed by 06-23-
137, filed 11/21/06, effective 1/1/07. Statutory Author-
ity: RCW 43.320.040, 19.146.223, 2006 c 19.
Department's fees and assessments. [Statutory Author-
ity: RCW 18.44.410, 19.146.223, 19.146.225, 19.146.-
265, 31.04.165, 31.45.200. 01-12-029, § 208-660-060,
filed 5/29/01, effective 7/1/01; 96-04-028, recodified as
§ 208-660-060, filed 2/1/96, effective 4/1/96. Statutory
Authority: RCW 19.146.225. 95-13-091, § 50-60-060,
filed 6/21/95, effective 7/22/95; 94-23-033, § 50-60-
060, filed 11/8/94, effective 12/9/94. Statutory Author-
ity: 1993 c 468 § 9. 94-03-009, § 50-60-060, filed
1/7/94, effective 2/7/94.] Repeaed by 06-23-137, filed
11/21/06, effective 1/1/07. Statutory Authority: RCW
43.320.040, 19.146.223, 2006 c 19.

Fee increase. [Statutory Authority: RCW 18.44.410,
19.146.223, 19.146.225, 19.146.265, 31.04.165, 31.45.-
200. 01-12-029, § 208-660-061, filed 5/29/01, effective
7/1/01.] Repealed by 06-23-137, filed 11/21/06, effec-
tive 1/1/07. Statutory Authority: RCW 43.320.040,
19.146.223, 2006 c 19.

Waiver of fees. [Statutory Authority: RCW 18.44.410,
19.146.223, 19.146.225, 19.146.265, 31.04.165, 31.45.-
200. 01-12-029, § 208-660-062, filed 5/29/01, effective
7/1/01.] Repealed by 06-23-137, filed 11/21/06, effec-
tive 1/1/07. Statutory Authority: RCW 43.320.040,
19.146.223, 2006 c 19.

Branch office application procedure. [Statutory Author-
ity: RCW 43.320.010, 19.146.223. 01-01-044, § 208-
660-070, filed 12/8/00, effective 1/8/01; 96-04-028,
recodified as § 208-660-070, filed 2/1/96, effective
4/1/96. Statutory Authority: RCW 19.146.225. 95-13-
091, § 50-60-070, filed 6/21/95, effective 7/22/95. Stat-
utory Authority: 1993 c 468 § 9. 94-03-009, § 50-60-
070, filed 1/7/94, effective 2/7/94.] Repealed by 06-23-
137, filed 11/21/06, effective 1/1/07. Statutory Author-
ity: RCW 43.320.040, 19.146.223, 2006 c 19.

Surety bond and approved alternatives—General
requirements. [Statutory Authority: RCW 43.320.010,
19.146.223. 01-01-044, § 208-660-080, filed 12/8/00,
effective 1/8/01; 96-04-028, recodified as § 208-660-
080, filed 2/1/96, effective 4/1/96. Statutory Authority:
RCW 19.146.225. 95-13-091, § 50-60-080, filed
6/21/95, effective 7/22/95; 94-23-033, § 50-60-080,
filed 11/8/94, effective 12/9/94. Statutory Authority:
1993 ¢ 468 § 9. 94-03-009, § 50-60-080, filed 1/7/94,
effective 2/7/94.] Repealed by 06-23-137, filed
11/21/06, effective 1/1/07. Statutory Authority: RCW
43.320.040, 19.146.223, 2006 c 19.

Alternatives to the surety bond. [96-04-028, recodified
as § 208-660-08005, filed 2/1/96, effective 4/1/96. Stat-
utory Authority: RCW 19.146.225. 95-13-091, § 50-60-
08005, filed 6/21/95, effective 7/22/95.] Repealed by
06-23-137, filed 11/21/06, effective 1/1/07. Statutory
Authority: RCW 43.320.040, 19.146.223, 2006 c 19.
Establishment of trust account for borrower fundsto pay
third-party providers. [96-04-028, recodified as 208-
660-08010, filed 2/1/96, effective 4/1/96. Statutory
Authority: RCW 19.146.225. 95-13-091, § 50-60-
08010, filed 6/21/95, effective 7/22/95.] Repealed by
06-23-137, filed 11/21/06, effective 1/1/07. Statutory
Authority: RCW 43.320.040, 19.146.223, 2006 c 19.
Designation of trust account(s). [Statutory Authority:
RCW 43.320.010, 19.146.223. 01-01-044, § 208-660-
08015, filed 12/8/00, effective 1/8/01; 96-04-028,
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recodified as § 208-660-08015, filed 2/1/96, effective
4/1/96. Statutory Authority: RCW 19.146.225. 95-13-
091, § 50-60-08015, filed 6/21/95, effective 7/22/95.]
Repeal ed by 06-23-137, filed 11/21/06, effective 1/1/07.
Statutory Authority: RCW 43.320.040, 19.146.223,
2006 c 19.

Required trust account records and procedures. [96-04-
028, recodified as § 208-660-08020, filed 2/1/96, effec-
tive 4/1/96. Statutory Authority: RCW 19.146.225. 95-
13-091, § 50-60-08020, filed 6/21/95, effective
7/22/95.] Repeaded by 06-23-137, filed 11/21/06, effec-
tive 1/1/07. Statutory Authority: RCW 43.320.040,
19.146.223, 2006 c 19.

Trust account deposit requirements. [Statutory Author-
ity: RCW 43.320.010, 19.146.223. 01-01-044, § 208-
660-08025, filed 12/8/00, effective 1/8/01; 96-04-028,
recodified as § 208-660-08025, filed 2/1/96, effective
4/1/96. Statutory Authority: RCW 19.146.225. 95-13-
091, § 50-60-08025, filed 6/21/95, effective 7/22/95.]
Repealed by 06-23-137, filed 11/21/06, effective 1/1/07.
Statutory Authority: RCW 43.320.040, 19.146.223,
2006 c 19.

Trust account disbursement requirements. [Statutory
Authority: RCW 43.320.010, 19.146.223. 01-01-044, §
208-660-08030, filed 12/8/00, effective 1/8/01; 96-04-
028, recodified as § 208-660-08030, filed 2/1/96, effec-
tive 4/1/96. Statutory Authority: RCW 19.146.225. 95-
13-091, § 50-60-08030, filed 6/21/95, effective
7/22/95.] Repealed by 06-23-137, filed 11/21/06, effec-
tive 1/1/07. Statutory Authority: RCW 43.320.040,
19.146.223, 2006 c 19.

Approved methods of disbursement to and from trust
accounts. [Statutory Authority: RCW 43.320.010,
19.146.223. 01-01-044, § 208-660-08032, filed 12/8/00,
effective 1/8/01.] Repealed by 06-23-137, filed
11/21/06, effective 1/1/07. Statutory Authority: RCW
43.320.040, 19.146.223, 2006 c 19.

Computerized accounting system requirements. [96-04-
028,recodified as 8§ 208-660-08035, filed 2/1/96, effec-
tive 4/1/96. Statutory Authority: RCW 19.146.225. 95-
13-091, § 50-60-08035, filed 6/21/95, effective
7/22/95.] Repealed by 06-23-137, filed 11/21/06, effec-
tive 1/1/07. Statutory Authority: RCW 43.320.040,
19.146.223, 2006 c 19.

Automated check writing systems. [Statutory Authority:
RCW 43.320.010, 19.146.223. 01-01-044, § 208-660-
08040, filed 12/8/00, effective 1/8/01; 96-04-028,
recodified as § 208-660-08040, filed 2/1/96, effective
4/1/96. Statutory Authority: RCW 19.146.225. 95-13-
091, § 50-60-08040, filed 6/21/95, effective 7/22/95.]
Repeal ed by 06-23-137, filed 11/21/06, effective 1/1/07.
Statutory Authority: RCW 43.320.040, 19.146.223,
2006 c 19.

Alternatives to the surety bond. [96-04-028, recodified
as § 208-660-085, filed 2/1/96, effective 4/1/96. Statu-
tory Authority: RCW 19.146.225. 94-23-033, § 50-60-
085, filed 11/8/94, effective 12/9/94.] Repealed by 06-
23-137, filed 11/21/06, effective 1/1/07. Statutory
Authority: RCW 43.320.040, 19.146.223, 2006 c 19.
License standards for applicants licensed in other juris-
dictions. [96-04-028, recodified as § 208-660-090, filed
2/1/96, effective 4/1/96. Statutory Authority: 1993 ¢
468 § 9. 94-03-009, 8§ 50-60-090, filed 1/7/94, effective
2/7/94.] Repealed by 06-23-137, filed 11/21/06, effec-
tive 1/1/07. Statutory Authority: RCW 43.320.040,
19.146.223, 2006 c 19.

Registered agent and agent's office. [96-04-028, recodi-
fied as § 208-660-09005, filed 2/1/96, effective 4/1/96.
Statutory Authority: RCW 19.146.225. 95-13-091, §
50-60-09005, filed 6/21/95, effective 7/22/95.]
Repeal ed by 06-23-137, filed 11/21/06, effective 1/1/07.
Statutory Authority: RCW 43.320.040, 19.146.223,
2006 c 19.

Change of registered agent or agent's office. [96-04-028,
recodified as § 208-660-09010, filed 2/1/96, effective
4/1/96. Statutory Authority: RCW 19.146.225. 95-13-
091, § 50-60-09010, filed 6/21/95, effective 7/22/95.]
Repeal ed by 06-23-137, filed 11/21/06, effective 1/1/07.
Statutory Authority: RCW 43.320.040, 19.146.223,
2006 c 19.

Resignation of registered agent. [96-04-028, recodified
as § 208-660-09015, filed 2/1/96, effective 4/1/96. Stat-
utory Authority: RCW 19.146.225. 95-13-091, § 50-60-
09015, filed 6/21/95, effective 7/22/95.] Repealed by
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06-23-137, filed 11/21/06, effective 1/1/07. Statutory
Authority: RCW 43.320.040, 19.146.223, 2006 c 19.
Service on licensee. [96-04-028, recodified as § 208-
660-09020, filed 2/1/96, effective 4/1/96. Statutory
Authority: RCW 19.146.225. 95-13-091, § 50-60-
09020, filed 6/21/95, effective 7/22/95.] Repealed by
06-23-137, filed 11/21/06, effective 1/1/07. Statutory
Authority: RCW 43.320.040, 19.146.223, 2006 c 19.
License standards for associations. [96-04-028, recodi-
fied as § 208-660-100, filed 2/1/96, effective 4/1/96.
Statutory Authority: RCW 19.146.225. 95-13-091, §
50-60-100, filed 6/21/95, effective 7/22/95. Statutory
Authority: 1993 ¢ 468 § 9. 94-03-009, § 50-60-100,
filed 1/7/94, effective 2/7/94.] Repeaed by 06-23-137,
filed 11/21/06, effective 1/1/07. Statutory Authority:
RCW 43.320.040, 19.146.223, 2006 c 19.

Transfers by, or changesin principal or designated bro-
ker of, alicensee. [96-04-028, recodified as § 208-660-
110, filed 2/1/96, effective 4/1/96. Statutory Authority:
RCW 19.146.225. 95-13-091, § 50-60-110, filed
6/21/95, effective 7/22/95. Statutory Authority: 1993 ¢
468 § 9. 94-03-009, 8 50-60-110, filed 1/7/94, effective
2/7/94.] Repealed by 06-23-137, filed 11/21/06, effec-
tive 1/1/07. Statutory Authority: RCW 43.320.040,
19.146.223, 2006 c 19.

Employees and independent contractors of licensees.
[96-04-028, recodified as § 208-660-120, filed 2/1/96,
effective 4/1/96. Statutory Authority: RCW
19.146.225. 95-13-091, § 50-60-120, filed 6/21/95,
effective 7/22/95. Statutory Authority: 1993 ¢ 468 § 9.
94-03-009, § 50-60-120, filed 1/7/94, effective 2/7/94.]
Repealed by 06-23-137, filed 11/21/06, effective 1/1/07.
Statutory Authority: RCW 43.320.040, 19.146.223,
2006 c 19.

Recordkeeping and other requirements for advertising
materials. [Statutory Authority: RCW 19.146.223 and
19.146.225. 02-21-100, 8 208-660-125, filed 10/22/02,
effective 11/22/02; 96-04-028, recodified as § 208-660-
125, filed 2/1/96, effective 4/1/96. Statutory Authority:
RCW 19.146.225. 95-13-091, § 50-60-125, filed
6/21/95, effective 7/22/95.] Repealed by 06-23-137,
filed 11/21/06, effective 1/1/07. Statutory Authority:
RCW 43.320.040, 19.146.223, 2006 c 19.

Disclosure required to borrower. [Statutory Authority:
RCW 43.320.010, 19.146.223. 01-01-044, § 208-660-
130, filed 12/8/00, effective 1/8/01; 96-04-028, recodi-
fied as § 208-660-130, filed 2/1/96, effective 4/1/96.
Statutory Authority: RCW 19.146.225. 95-13-091, §
50-60-130, filed 6/21/95, effective 7/22/95. Statutory
Authority: 1993 ¢ 468 § 9. 94-03-009, § 50-60-130,
filed 1/7/94, effective 2/7/94.] Repealed by 06-23-137,
filed 11/21/06, effective 1/1/07. Statutory Authority:
RCW 43.320.040, 19.146.223, 2006 c 19.

General recordkeeping requirements. [ Statutory Author-
ity: RCW 43.320.010, 19.146.223. 01-01-044, § 208-
660-140, filed 12/8/00, effective 1/8/01; 96-04-028,
recodified as § 208-660-140, filed 2/1/96, effective
4/1/96. Statutory Authority: RCW 19.146.225. 95-13-
091, § 50-60-140, filed 6/21/95, effective 7/22/95. Stat-
utory Authority: 1993 ¢ 468 § 9. 94-03-009, § 50-60-
140, filed 1/7/94, effective 2/7/94.] Repealed by 06-23-
137, filed 11/21/06, effective 1/1/07. Statutory Author-
ity: RCW 43.320.040, 19.146.223, 2006 c 19.
Forwarding appraisal, title report and credit report.
[Statutory Authority: RCW 43.320.010, 19.146.223.
01-01-044, § 208-660-145, filed 12/8/00, effective
1/8/01; 96-04-028, recodified as § 208-660-145, filed
2/1/96, effective 4/1/96. Statutory Authority: RCW
19.146.225. 95-13-091, § 50-60-145, filed 6/21/95,
effective 7/22/95.] Repealed by 06-23-137, filed
11/21/06, effective 1/1/07. Statutory Authority: RCW
43.320.040, 19.146.223, 2006 c 19.

Disclosure of significant developments. [96-04-028,
recodified as § 208-660-150, filed 2/1/96, effective
4/1/96. Statutory Authority: RCW 19.146.225. 95-13-
091, § 50-60-150, filed 6/21/95, effective 7/22/95. Stat-
utory Authority: 1993 c 468 § 9. 94-03-009, § 50-60-
150, filed 1/7/94, effective 2/7/94.] Repealed by 06-23-
137, filed 11/21/06, effective 1/1/07. Statutory Author-
ity: RCW 43.320.040, 19.146.223, 2006 c 19.

License application denia or condition; license suspen-
sion or revocation. [Statutory Authority: RCW 43.320.-
010, 19.146.223. 01-01-044, § 208-660-160, filed
12/8/00, effective 1/8/01; 96-04-028, recodified as §
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208-660-160, filed 2/1/96, effective 4/1/96. Statutory
Authority: RCW 19.146.225. 95-13-091, § 50-60-160,
filed 6/21/95, effective 7/22/95. Statutory Authority:
1993 ¢ 468 § 9. 94-03-009, § 50-60-160, filed 1/7/94,
effective 2/7/94.] Repealed by 06-23-137, filed
11/21/06, effective 1/1/07. Statutory Authority: RCW
43.320.040, 19.146.223, 2006 c 19.

Fines and penaltiesfor violation of the M ortgage Broker
Practices Act. [96-04-028, recodified as § 208-660-165,
filed 2/1/96, effective 4/1/96. Statutory Authority:
RCW 19.146.225. 95-13-091, § 50-60-165, filed
6/21/95, effective 7/22/95; 94-23-033, § 50-60-165,
filed 11/8/94, effective 12/9/94.] Repealed by 06-23-
137, filed 11/21/06, effective 1/1/07. Statutory Author-
ity: RCW 43.320.040, 19.146.223, 2006 c 19.
Transitiona rule. [96-04-028, recodified as § 208-660-
170, filed 2/1/96, effective 4/1/96. Statutory Authority:
RCW 19.146.225. 94-23-033, § 50-60-170, filed
11/8/94, effective 12/9/94. Statutory Authority: 1993 ¢
468 § 9. 94-03-009, § 50-60-170, filed 1/7/94, effective
2/7/94.] Repealed by 06-23-137, filed 11/21/06, effec-
tive 1/1/07. Statutory Authority: RCW 43.320.040,
19.146.223, 2006 c 19.

Prohibited practices—Improperly influencing apprais-
als. [96-04-028, recodified as § 208-660-190, filed
2/1/96, effective 4/1/96. Statutory Authority: RCW
19.146.225. 95-13-091, § 50-60-190, filed 6/21/95,
effective 7/22/95.] Repealed by 06-23-137, filed
11/21/06, effective 1/1/07. Statutory Authority: RCW
43.320.040, 19.146.223, 2006 c 19.

Mortgage broker fees allowed. [96-04-028, recodified
as § 208-660-200, filed 2/1/96, effective 4/1/96. Statu-
tory Authority: RCW 19.146.225. 95-13-091, § 50-60-
200, filed 6/21/95, effective 7/22/95.] Repealed by 06-
23-137, filed 11/21/06, effective 1/1/07. Statutory
Authority: RCW 43.320.040, 19.146.223, 2006 c 19.
Mortgage brokerage commission. [96-04-028, recodi-
fied as § 208-660-210, filed 2/1/96, effective 4/1/96.
Statutory Authority: RCW 19.146.225. 95-13-091, §
50-60-210, filed 6/21/95, effective 7/22/95.] Repealed
by 06-23-137, filed 11/21/06, effective 1/1/07. Statutory
Authority: RCW 43.320.040, 19.146.223, 2006 c 19.

208-660-165

208-660-170

208-660-190

208-660-200

208-660-210

WAC 208-660-005 Purpose, scope and coverage. (1)
What is the purpose of the Mortgage Broker Practices
Act? The purpose of the Mortgage Broker Practices Act isto
establish a state system of licensure and rules of practice and
conduct for mortgage brokers and loan originators, to pro-
mote honesty and fair dealing with citizens, and to preserve
public confidence in the lending and real estate community.

(2) What isthe pur pose of the M ortgage Broker Prac-
tices Act rules? The purpose of these rules isto administer
and interpret the Mortgage Broker Practices Act in order to
govern the activities of licensed mortgage brokers, loan orig-
inators, and other persons subject to the act.

(3) What is the scope and coverage of the M ortgage
Broker Practices Act and theserules? Therearefour crite-
riato determine the scope and coverage of the Mortgage Bro-
ker Practices Act and these rules. All of the criteria must be
met in order for a person or entity to fall under the scope and
coverage of the act and these rules. The criteria are:

(a) The persons or entities conducting business;

(b) Thetype of transactions performed when conducting
the business;

(c) Theidentification of residential real estate; and

(d) The location of the mortgage broker, loan originator,
potential borrower, and residential real estate.

(4) What persons or entities are covered? The Mort-
gage Broker Practices Act and theserules apply to al persons
or entities defined as mortgage brokers under RCW
19.146.010(12), or loan originators under RCW 19.146.010
(10). However, certain mortgage brokers and | oan originators
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may be exempt from all or part of the act under RCW
19.146.020 as discussed in WA C 208-660-008.

(5) What types of transactions are covered? The
Mortgage Broker Practices Act and these rules cover the
making or assisting in obtaining of any "residential mortgage
loan" defined in RCW 19.146.010(15) and WAC 208-660-
006. The terms "making" and "assisting" are defined under
"mortgage broker" in WAC 208-660-006. Violations of
RCW 19.146.0201, however, are not limited to residential
mortgage |oan transactions.

(6) What is residential real estate? Residential real
estate is real property upon which is constructed or intended
to be constructed, a single family dwelling, or multiple fam-
ily dwelling of four or less units. See examplesin WAC 208-
660-006, "residential real estate.”

(7) Does the location of the mortgage broker, loan
originator, potential borrower, and residential real estate
affect whether thetransaction iscovered under the Mort-
gage Broker Practices Act? If the mortgage broker, loan
originator, potential borrower, or residential real estate is
located in Washington, the transaction is covered by the
Mortgage Broker Practices Act and these rules. However, the
director may choose to defer to other jurisdictions where
doing so would, in the director's sole discretion, achieve the
purposes of the Mortgage Broker Practices Act.

(8) What are some examples of transactions falling
under the scope and coverage of the Mortgage Broker
Practices Act and theserules?

(a) A loan originator employed with Mortgage Broker,
Inc. with aphysical officein Redmond, Washington takes a
loan application from aKirkland, Washington resident for the
purchase of a home located in Bellevue, Washington. Mort-
gage Broker, Inc. is not exempt from the Mortgage Broker
Practices Act under RCW 19.146.020 (1)(a)(i). The home
located in Bellevue meets the definition of residential real
estate and the purchaser intends to reside in the home.

(b) A loan originator with a physical office in Spokane,
Washington takes a loan application from a Y akima, Wash-
ington resident for the purchase of a home located in Oregon.
The mortgage broker is not exempt from the Mortgage Bro-
ker Practices Act under RCW 19.146.020 (1)(a)(ii). The
home located in Oregon meets the definition of residential
real estate and the purchaser intends to reside in the home.

(c) A loan originator with a physical office in Reno,
Nevada working for a Nevada mortgage broker takes a loan
application from a Nevada resident for the purchase of a
home located in Olympia, Washington. The mortgage broker
is not exempt from the Mortgage Broker Practices Act under
RCW 19.146.020 (1)(&)(ii). The home located in Washington
meets the definition of residential real estate and the pur-
chaser intends to reside in the home.

[Statutory Authority: RCW 43.320.040, 19.146.223, 2006 c 19. 06-23-137,
§ 208-660-005, filed 11/21/06, effective 1/1/07.]

WAC 208-660-006 Definitions. What definitions are
applicable to these rules? Unless the context clearly
requires otherwise, the definitions in this section apply
throughout these rules.

"Act" meansthe Mortgage Broker Practices Act, chapter
19.146 RCW.
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"Advertising material" means any form of sales or pro-
motional materials used in connection with the mortgage bro-
ker business. Advertising material includes, but isnot limited
to, newspapers, magazines, leaflets, flyers, direct mail,
indoor or outdoor signs or displays, point-of-sale literature or
educational materials, other printed materials; radio, televi-
sion, public address system, or other audio broadcasts; or
internet pages.

"Affiliate" means any person who directly or indirectly
through one or more intermediaries, controls, or is controlled
by, or isunder common control with another person.

"Application” means the submission of a borrower's
financial information in anticipation of acredit decision relat-
ing to a residential mortgage loan, which shall include the
borrower's name, monthly income, Social Security number to
obtain a credit report, the property address, an estimate of the
value of the property, the mortgage |oan amount sought, and
any other information deemed necessary by the loan origina
tor. An application may be in writing or electronically sub-
mitted, including awritten record of an oral application. If the
submission does not state or identify a specific property, the
submission is an application for a prequalification and not an
application for a residential mortgage loan under this part.
The subseguent addition of an identified property to the sub-
mission converts the submission to an application for aresi-
dential mortgage loan.

"Appraisal" means the act or process of developing an
opinion of value, the act pertaining to an appraisal-related
function, or any verbal or written opinion of value offered by
an appraiser. The opinion of value by the appraiser includes
any communication that is offered as a single point, a value
range, a possible value range, exclusion of avalue, or amin-
imum value.

"Borrower" means any person who consults with or
retains a mortgage broker or loan originator in an effort to
obtain or seek advice or information on obtaining or applying
to obtain aresidential mortgage loan for himself, herself, or
persons including himself or herself, regardliess of whether
the person actually obtains such aloan.

"Branch office" means a fixed physical location such as
an office, separate from the principal place of business of the
licensee, where the licensee holds itself out as a mortgage
broker.

"Branch office license" means a branch office license
issued by the director allowing the licensee to conduct a
mortgage broker business at the location indicated on the
license.

"Business day" means Monday through Friday exclud-
ing federally recognized bank holidays.

"Certificate of passing an approved examination” means
a certificate signed by the testing administrator verifying that
the individual performed with a satisfactory score or higher.

"Certificate of satisfactory completion of an approved
continuing education course" means a certificate signed by
the course provider verifying that the individual has attended
an approved continuing education course.

"Compensation or gain" means remuneration, benefits,
or an increase in something having monetary value, includ-
ing, but not limited to, moneys, things, discounts, salaries,
commissions, fees, duplicate payments of a charge, stock,
dividends, distributions of partnership profits, franchise roy-
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alties, credits representing moneys that may be paid at a
future date, the opportunity to participate in amoney-making
program, retained or increased earnings, increased equity ina
parent or subsidiary entity, special or unusual bank or financ-
ing terms, services of all types at special or freerates, salesor
rentals at special prices or rates, lease or rental payments
based in whole or in part on the amount of business referred,
trips and payments of another person's expenses, or reduction
in credit against an existing obligation. "Compensation or
gain" is not evaluated solely on aloan by loan basis.

For example, arealtor advertising that buyers using their
services will receive free loan origination assistance is doing
S0 in the anticipation of "compensation or gain" through
increased real estate business.

"Computer loan information systems' or "CLI system"
means a real estate mortgage financing information system
that facilitates the provision of information to consumershby a
mortgage broker, loan originator, lender, real estate agent, or
other person regarding interest rates and other loan terms
available from different lenders.

For purposes of this definition, the CLI system includes
computer hardware or software, an internet-based system, or
any combination of these, which providesinformation to con-
sumers about residential mortgage interest rates and other
loan terms which are available from another person.

"Computer loan information system provider" or "CLI
provider" is any person who provides a computer loan infor-
mation service, either directly, or as an owner-operator of a
CLI system, or both.

"Consumer Protection Act" means chapter 19.86 RCW.

"Control" including the terms "controls," "is controlled
by," or "is under common control" means the power, directly
or indirectly, to direct or cause the direction of the manage-
ment or policies of a person, whether through ownership of
the business, by contract, or otherwise. A person is presumed
to control another person if such personis:

* A general partner, officer, director, or employer of
another person;

* Directly or indirectly or acting in concert with others,
or through one or more subsidiaries, owns, holds with power
to vote, or holds proxies representing, more than twenty per-
cent of the voting interests of another person; or

* Has similar status or function in the business as a per-
son in this definition.

"Convicted of a crime," irrespective of the pronounce-
ment or suspension of sentence, means a person:

* Has been convicted of the crimein any jurisdiction;

» Has been convicted of a crime which, if committed
within this state would constitute a crime under the laws of
this state;

* Has plead guilty or no contest or nolo contendere or
stipulated to facts that are sufficient to justify a finding of
guilt to such a charge before a court or federal magistrate; or

» Has been found guilty of a crime by the decision or
judgment of a state or federal judge or magistrate, or by the
verdict of ajury.

"Department” means the department of financia institu-
tions.

"Designated broker" means a natural person designated
as the person responsible for activities of the licensed mort-
gage broker in conducting the business of a mortgage broker
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under this chapter and who meets the experience and exami-
nation requirements set forth in RCW 19.146.210 (1)(e).

"Director" means the director of financial institutions.

"Discount points* or "points’ mean a fee paid by a bor-
rower to alender to reduce the interest rate of a residential
mortgage |oan. Pursuant to Regulation X, discount points are
to be reflected on line 802 of the good faith estimate and set-
tlement statement as a percentage of the loan amount.

"Division of consumer services' means the division of
consumer services within the department of financial institu-
tions, or such other division within the department delegated
by the director to oversee implementation of the act and these
rules.

"Employee” means an individual who has an employ-
ment rel ationship with a mortgage broker, and the individual
is treated as an employee by the mortgage broker for pur-
poses of compliance with federal income tax laws.

"Examination” or "compliance examination" means the
examination performed by the division of consumer services,
or such other division within the department delegated by the
director to oversee implementation of the act and these rules
to determine whether the licensee is in compliance with
applicable laws and regulations.

Federal statutes and regulations used in these rules are:

« "Alternative Mortgage Transaction Parity Act" means
the Alternative Mortgage Transaction Parity Act (AMTPA),
12 U.S.C. Sec. 3801 et seq.

« "Equal Credit Opportunity Act" meansthe Equal Credit
Opportunity Act (ECOA), 15 U.S.C. Sec. 1691 et seq., Reg-
ulation B, 12 CFR Part 202.

e "Fair Credit Reporting Act" means the Fair Credit
Reporting Act (FCRA), 15 U.S.C. Sec. 1681 et seq.

 "Federal Trade Commission Act" means the Federal
Trade Commission Act, 15 U.S.C. Sec. 45(a).

* "Gramm-Leach-Bliley Act (GLBA)" means the Finan-
cial Modernization Act of 1999, 15 U.S.C. Sec. 6801-6809,
and the GLBA-mandated Federal Trade Commission (FTC)
privacy rules, at 16 CFR Parts 313-314.

« "Home Equity Loan Consumer Protection Act" means
the Home Equity Loan Consumer Protection Act, 15 U.S.C.
Sec. 1637 and 1647.

» "Home Mortgage Disclosure Act" means the Home
Mortgage Disclosure Act (HMDA), 12 U.S.C. Sec. 2801-
2810, Regulation C, 12 CFR Part 203.

» "Home Ownership and Equity Protection Act" means
the Home Ownership and Equity Protection Act (HOEPA),
15U.S.C. Sec. 1639.

* "Homeowners Protection Act" means the Homeowners
Protection Act of 1998 (HPA), 12 U.S.C. Sec. 4901 et seq.

» "Real Edtate Settlement Procedures Act" means the
Real Estate Settlement Procedures Act (RESPA), 12 U.S.C.
Sec. 2601 et seq., Regulation X, 24 CFR Part 3500 et seq.

"SAFE" means the Secure and Fair Enforcement for
Mortgage Licensing Act of 2008, Title V of the Housing and
Economic Recovery Act of 2008 ("HERA™"), Public Law No.
110-289, effective July 30, 2008.

* "Telemarketing and Consumer Fraud and Abuse Pre-
vention Act" means the Telemarketing and Consumer Fraud
and Abuse Prevention Act, 15 U.S.C. Sec. 6101-6108, Tele-
phone Sales Rule, 16 CFR Part 310.
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* "Truthin Lending Act" meansthe Truthin Lending Act
(TILA), 15 U.S.C. Sec. 1601 et seq., Regulation Z, 12 CFR
Part 226 et seq.

"Federally insured financial institution" means a savings
bank, savings and loan association, or credit union, whether
state or federally chartered, or a federally insured bank,
authorized to conduct businessin this state.

"Financial misconduct,” for the purposes of the act,
means a criminal conviction for any of the following:

» Any conduct prohibited by the act;

» Any conduct prohibited by statutes governing mort-
gage brokersin other states, or the United States, if such con-
duct would constitute a violation of the act;

» Any conduct prohibited by statutes governing other
segments of the financial servicesindustry, including but not
limited to the Consumer Protection Act, statutes governing
the conduct of securities broker dealers, financial advisers,
escrow officers, title insurance companies, limited practice
officers, trust companies, and other licensed or chartered
financial service providers; or

» Any conduct commonly known as white collar crime,
including, but not limited to, embezzlement, identity theft,
mail or wire fraud, insider trading, money laundering, check
fraud, or similar crimes.

"Independent contractor® means any person that
expressly or impliedly contractsto perform mortgage broker-
ing services for another and that with respect to its manner or
means of performing the servicesis not subject to the other's
right of control, and that is not treated as an employee by the
other for purposes of compliance with federal income tax
laws.

The following factors may be considered to determine if
aperson is an independent contractor:

Is the person instructed about when, where and how to
work?

Isthe person guaranteed a regular wage?

Is the person reimbursed for business expenses?

Does the person maintain a separate business?

I's the person exposed to potential profits and losses?

Is the person provided employee benefits such as insur-
ance, a pension plan, or vacation or sick pay?

"Licensee" means:

» A mortgage broker licensed by the director; or

» The principal(s) or designated broker of a mortgage
broker; or

* A loan originator licensed by the director; or

* Any person subject to licensing under RCW
19.146.200; or

» Any person acting as a mortgage broker or loan origi-
nator subject to any provisions of the act.

"License application fee" means immediately available
funds paid to the department for each mortgage broker, loan
originator, or mortgage broker branch office license applica
tion.

"Loan application" means the same as "application,” in
this section.

"Loan originator" means a natural person who:

» Takes a residential mortgage loan application for a
mortgage broker; or

« Offersor negotiates terms of amortgage loan, for direct
or indirect compensation or gain, or in the expectation of
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direct or indirect compensation or gain. "Loan originator"
also includes a person who holds themsel ves out to the public
as able to perform any of these activities. "Loan originator"
does not mean persons performing purely administrative or
clerical tasks for a mortgage broker. For the purposes of this
subsection, "administrative or clerical tasks" means the
receipt, collection, and distribution of information common
for the processing of a loan in the mortgage industry and
communication with a borrower to obtain information neces-
sary for the processing of aloan. A person who holds himself
or herself out to the public as able to obtain aloan is not per-
forming administrative or clerical tasks.

For purposes of further defining "loan originator," "tak-
ing a residential mortgage loan application” includes solicit-
ing, accepting, or offering to accept an application for aresi-
dential mortgage loan or assisting a borrower or offering to
assist a borrower in the preparation of aresidential mortgage
loan application.

For purposes of this definition, a person "holds them-
selves out" by advertising or otherwise informing the public
that the person engages in any of the activities of amortgage
broker or loan originator, including the use of business cards,
stationery, brochures, rate lists or other promotional items.

"Loan originator licensee" meansanatural personwhois
licensed as a loan originator or is subject to licensing under
RCW 19.146.200 or who is acting as aloan originator subject
to any provisions of the act.

"Loan processor" means a natural person who performs
clerical or support duties at the direction of and subject to the
supervision and instruction of alicensed or exempt mortgage
broker. The job responsihilities may include the receipt, col-
lection and distribution of information common for the pro-
cessing of aloan. The loan processor may also communicate
with a borrower to obtain the information necessary for the
processing of aloan, provided that such communication does
not include offering or negotiating loan rates or terms, or
counseling borrowers about loan rates or terms.

"Lock-in agreement” means an agreement with a bor-
rower made by amortgage broker or loan originator, in which
the mortgage broker or loan originator agrees that, for a
period of time, aspecific interest rate or other financing terms
will bethe rate or terms at which it will make aloan available
to that borrower.

"Mortgage broker" means any person who for compen-
sation or gain, or in the expectation of compensation or gain
(8) assists a person in obtaining or applying to obtain a resi-
dential mortgage loan or (b) holds himself or herself out as
being ableto assist a person in obtaining or applying to obtain
aresidential mortgage loan.

For purposes of thisdefinition, aperson "assists a person
in obtaining or applying to obtain a residential mortgage
loan" by, among other things, counseling on loan terms
(rates, fees, other costs), preparing loan packages, or collect-
ing enough information on behalf of the consumer to antici-
pate a credit decision under Regulation X, 24 CFR Part 3500,
Section 3500 (2)(b).

For purposes of this definition, a person "holds himself
or herself out" by advertising or otherwise informing the pub-
lic that they engage in any of the activities of amortgage bro-
ker or loan originator, including the use of business cards,
stationery, brochures, rate sheets, or other promotional items.
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"Mortgage broker licensee” means a person that is
licensed as amortgage broker or is subject to licensing under
RCW 19.146.200 or is acting as amortgage broker subject to
any provisions of the act.

"Mortgage Broker Practices Act" means chapter 19.146
RCW.

"Nationwide Mortgage Licensing System and Registry
(NMLSR)" means a mortgage licensing system devel oped
and maintained by the Conference of State Bank Supervisors
and the American Association of Residential Mortgage Reg-
ulators for the licensing and registration of mortgage loan
originators.

"Out-of -state applicant or licensee" means a person sub-
ject to licensing that maintains an office outside of this state.

"Person” means a natural person, corporation, company,
limited liability corporation, partnership, or association.

"Prepaid escrowed costs of ownership," asused in RCW
19.146.030(4), means any amounts prepaid by the borrower
for the payment of taxes, property insurance, interim interest,
and similar itemsin regard to the property used as security for
the loan.

"Principal" means any person who controls, directly or
indirectly through one or more intermediaries, or alone or in
concert with others, aten percent or greater interest in a part-
nership, company, association, or corporation, and the owner
of a sole proprietorship.

"Registered agent" means a person located in Washing-
ton appointed to accept service of process for alicensee.

"Residential mortgage loan" means any loan primarily
for personal, family, or household use secured by amortgage
or deed of trust on residential real estate upon which is con-
structed or intended to be constructed a single family dwell-
ing or multiple family dwelling of four or less units.

For purposes of this definition, aloan "primarily for per-
sonal, family, or household use" includes loan applications
for afinance or refinance of a primary residence for any pur-
pose, loan applications on second homes, and loan applica-
tions on nonowner occupied residential real estate provided
the licensee has knowledge that proceeds of the loan are
intended to be used primarily for personal, family or house-
hold use.

"Residential real estate" is real property upon which is
constructed or intended to be constructed, a single family
dwelling or multiple family dwelling of four or less units.

* Residential real estate includes, but is not limited to:

— A single family home;

—A duplex;

—A triplex;

— A fourplex;

— A single condominium in a condominium complex;

— A single unit within a cooperative;

— A manufactured home when the home and real prop-
erty together will secure the residential mortgage loan; or

— A fractile, fee simpleinterest in any of the above.

* Residential real estate does not include:

— An apartment building or dwelling of five or more
units;

— A single piece of real estate with five or more single
family dwellings unless each dwelling is capable of being
financed independently of the other dwellings; or
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—Any dwelling on leased or rented land or space, such as
dwellings in a manufactured home park unless the mortgage
broker treats such property as residential real estate.

"Table-funding" means a settlement at which amortgage
loan is funded by a contemporaneous advance of loan funds
and an assignment of the loan to the person advancing the
funds. The mortgage broker originates the loan and closes
the loan in its own name with funds provided contemporane-
ously by alender to whom the closed loan is assigned.

"Third-party provider" means any person other than a
mortgage broker or lender who provides goods or servicesto
the mortgage broker in connection with the preparation of the
borrower's loan and includes, but is not limited to, credit
reporting agencies, title companies, appraisers, structural and
pest inspectors, or escrow companies.

A lender is considered athird party only when the lender
provides lock-in arrangements to the mortgage broker in con-
nection with the preparation of aborrower'sloan.

"Underwriting" means alender's detailed credit analysis
preceding the offering or making of aloan. The analysis may
be based on information furnished by the borrower (employ-
ment history, salary, financial statements), the borrower's
credit history from a credit report, the lender's evaluation of
the borrower's credit needs and ability to pay, and an assess-
ment of the collateral for the loan. While mortgage brokers
may have access to various automated underwriting systems
to facilitate an evaluation of the borrower's qualifications, the
mortgage broker who qualifies or approves aborrower in this
manner is not the underwriter of the loan and cannot charge a
fee for underwriting the loan. Third-party charges the mort-
gage broker incursin using or accessing an automated system
to qualify or approve a borrower may, like other third-party
expenses, be passed on to the borrower.

[Statutory Authority: RCW 43.320.040, 19.144.070, 2008 ¢ 109. 09-01-156,
§ 208-660-006, filed 12/23/08, effective 1/23/09. Statutory Authority: RCW
43.320.040, 19.146.223. 08-11-103, § 208-660-006, filed 5/20/08, effective
6/20/08; 08-05-126, § 208-660-006, filed 2/20/08, effective 3/22/08. Statu-

tory Authority: RCW 43.320.040, 19.146.223, 2006 ¢ 19. 06-23-137, § 208-
660-006, filed 11/21/06, effective 1/1/07.]

WAC 208-660-007 Good standing. (1) What does
good standing mean? For the purposes of the act and these
rules, good standing means that the applicant, licensee, or
other person subject to the act demonstrates financial respon-
sibility, character, and general fitness sufficient to command
the confidence of the community and to warrant a belief that
the business will be operated honestly, fairly, and efficiently
within the purposes of the act and these rules. In determining
good standing the director will consider the following factors,
and any other evidence relevant to good standing as defined
inthisrule:

(&) Whether the applicant or licensee has paid al fees
due to the director.

(b) Whether the licensee has filed their mortgage broker
annual report.

(c) Whether the licensee has filed and maintained the
required surety bond or had its surety bond canceled or
revoked for cause.

(d) Whether the licensee has maintained a designated
broker in compliance with the act and these rules.
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(e) Whether the applicant, licensee, or other person sub-
ject to the act has had any license, or any authorization or
ability to do business under any similar statute of this or any
other state, suspended, revoked, or restricted within the prior
five years.

(f) Whether the applicant, licensee, or other person sub-
ject to the act has been convicted of a gross misdemeanor
involving dishonesty or financial misconduct, or a felony,
within the prior seven years.

(g9) Whether the licensee or other person subject to the
act, is, or has been subject to a cease and desist order or an
injunction issued pursuant to the act, or the Consumer Protec-
tion Act, or has been found through an administrative, civil,
or criminal proceeding to have violated the provisions of the
act or rules, or the Consumer Protection Act, chapter 19.86
RCW.

(h) Whether the director has filed a statement of charges,
or there is an outstanding order by the director to cease and
desist against the licensee or other person subject to the act.

(i) Whether there is documented evidence of serious or
significant complaints filed against the licensee, or other per-
son subject to the act, and the licensee or other person subject
to the act has been notified of the complaints and been given
the opportunity to respond.

()) Whether the licensee has allowed the licensed mort-
gage broker business to deteriorate into a condition that
would result in denial of anew application for alicense.

(k) Whether the licensee, or other person subject to the
act hasfailed to comply with an order, directive, subpoena, or
requirement of the director or director's designee, or with an
assurance of discontinuance entered into with the director or
director's designee.

() Whether the licensee or other person subject to the act
has interfered with an investigation or disciplinary proceed-
ing by willful misrepresentation of facts beforethe director or
director's designee, or by the use of threats or harassment
against a client, witness, employee of the licensee, or repre-
sentative of the director for the purpose of preventing them
from discovering evidence for, or providing evidence in, any
disciplinary proceeding or other legal action.

(2) Under what circumstances may the department
conduct agood standing review of an applicant, mortgage
broker licensee, designated broker, or exempt mortgage
broker? The department may conduct a good standing
review when:

() Processing an application for a new mortgage broker
branch office license.

(b) Processing an application for appointment of adiffer-
ent designated broker (both the licensed mortgage broker,
including those individual s to whom the license was granted,
and the proposed designated broker must meet good stand-
ing).

(c) Processing a request for recognition as an exempt
mortgage broker under RCW 19.146.020(4).

(3) When will an applicant, licensee, or other person
subject to the act receive notice from the department of
their failure to meet a determination of good standing?
The department will notify the applicant, licensee, or other
person subject to the act that they have failed to meet the
department's good standing requirement within ten business
days of the department's receipt of any application or request
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that requires a determination of good standing. See subsec-
tion (2) of this section.

(4) What recourse does an applicant, licensee, or
other person subject tothe act have when the department
has determined that they are not in good standing? The
applicant, licensee, or other person subject to the act may
request abrief adjudicative proceeding under the Administra-
tive Procedure Act, chapter 34.05 RCW, to challenge the
department's determination.

(5) What department determinations may be chal-
lenged through a brief adjudicative proceeding? Subsec-
tion (1)(a) through (I) of this section may be challenged
through a brief adjudicative process.

(6) What specific sections of the Administrative Pro-
cedure Act are adopted by the director to administer
brief adjudicative proceedings? The director adopts RCW
34.05.482 through 34.05.494 to administer brief adjudicative
proceedings requested by an applicant or licensee, or con-
ducted at the director's discretion.

(7) Who conducts the brief adjudicative proceeding?
Brief adjudicative proceedings are conducted by a presiding
officer designated by the director. The presiding officer must
have department expertise in the subject matter, but must not
have personally participated in the department's determina-
tion of good standing, or work in the department's division of
consumer services, or such other division within the depart-
ment delegated by the director to oversee implementation of
the act and these rules.

(8) When and how will the presiding officer issue a
decision? Within ten business days of the final date for sub-
mission of materials, or oral argument, if any, the presiding
officer must make awritten initial order.

[Statutory Authority: RCW 43.320.040, 19.146.223. 08-05-126, § 208-660-
007, filed 2/20/08, effective 3/22/08. Statutory Authority: RCW 43.320.040,

19.146.223, 2006 ¢ 19. 06-23-137, § 208-660-007, filed 11/21/06, effective
1/2/07]

WAC 208-660-008 Exemption from licensing. (1) If |
am licensed as an insurance agent under RCW 48.17.060,
must | have a separate license to act as a loan originator
or mortgage broker? Yes. You will need a separate license
as aloan originator or mortgage broker if you are a licensed
insurance agent and you do any of the following:

(a) Take a residential mortgage loan application for a
mortgage broker;

(b) Offer or negotiate terms of a mortgage loan for direct
or indirect compensation or gain, or in the expectation of
direct or indirect compensation or gain;

(c) Assist a person in obtaining or applying to obtain a
residential mortgage |oan, for compensation or gain; or

(d) Hold yourself out as being able to perform any of the
above services.

(2) Areinsurance companies exempt from the Mort-
gage Broker Practices Act? Yes. Insurance companies
authorized to transact the business of insurance in this state
by the Washington state office of the insurance commissioner
are exempt from the Mortgage Broker Practices Act.

(3) If I make residential mortgage loans under the
Consumer Loan Act, chapter 31.04 RCW, am | exempt
from the Mortgage Broker Practices Act? If you are
licensed under the Consumer Loan Act, only residential
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mortgage loans are exempt from the Mortgage Broker Prac-
tices Act. Complying with the Consumer Loan Act includes
abiding by the requirements and restrictions of that act and
counting all loans originated and made under that act for pur-
poses of your annual assessment.

(4) If I make residential mortgage loans under the
Consumer Loan Act, chapter 31.04 RCW, are my loan
originators exempt from the Mortgage Broker Practices
Act? Your loan originator employees are also exempt from
the Mortgage Broker Practices Act for their loan originator
activities on residential mortgage loans.

Your independent contractor loan originators are not
exempt from the Mortgage Broker Practices Act for their res-
idential mortgage loan originator activities.

(5) Asan attorney, must | have a mortgage broker or
loan originator license to assist a person in obtaining or
applying to obtain a residential mortgage loan in the
cour se of my practice?

(a) If you are an attorney licensed in Washington and if
the mortgage broker activities are incidental to your profes-
sional duties as an attorney, you are exempt from the Mort-
gage Broker Practices Act under RCW 19.146.020 (1)(c).

(b) Whether an exemption is available to you depends on
the facts and circumstances of your particular situation. For
example, if you hold yourself out publicly as being able to
perform the services of a mortgage broker or loan originator,
or if your fee structure for those servicesis different from the
customary fee structure for your professional legal services,
the department will consider you to be principally engaged in
the mortgage broker business and you will need a mortgage
broker or loan originator license before performing those ser-
vices. A "customary" fee structure for the professional legal
service does not include the receipt of compensation or gain
associated with assisting aborrower in obtaining aresidential
mortgage |oan on the property.

(6) As a licensed real estate broker or salesperson,
must | have a mortgage broker or loan originator license
when | assist the purchaser in obtaining financing for a
residential mortgage loan involving a bona fide sale of
real estate? You are exempt from the act under RCW
19.146.020 (1)(f) if you only receive the customary real
estate commission in connection with the transaction. A "cus-
tomary" real estate commission does not include receipt of
compensation or gain associated with the financing of the
property. A "customary" real estate commission only
includes the agreed upon commission designated in the list-
ing or purchase and sale agreement for the bona fide sale of
the subject property.

(7) Under what circumstances will the director
approve an exemption under RCW 19.146.020(4) for the
exclusive agentsworking asloan originatorsof an affiliate
of a bank that iswholly owned by the bank holding com-
pany that ownsthat bank?

(8) The director will provide a written exemption from
loan originator licensing for the exclusive agents of an affili-
ate of a bank that is wholly owned by the bank holding com-
pany that owns the bank if the director finds that the affiliate
islicensed and isin "good standing" with the department and
the affiliate has procedures in place, as evidenced by a writ-
ten "plan of business," to reasonably assure the department
that:
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(i) The exclusive agents of the affiliate of abank operate
exclusively as loan originators for the affiliate and not for
other mortgage brokers;

(i) The affiliate of the bank requires continuing educa-
tion for the exclusive agents that meets the same or similar
requirements approved by the director for licensed loan orig-
inators;

(iii) The affiliate of the bank will notify the department if
the affiliate terminates an exclusive agent because the exclu-
sive agent:

(A) Has had any license, or any authorization to do busi-
ness under any similar statute of this or any other state, sus-
pended, revoked, or restricted within the prior five years; or

(B) Has been convicted of a felony, or a gross misde-
meanor involving dishonesty or financial misconduct, within
the prior seven years; or

(C) Has been subject to a cease and desist order or an
injunction issued pursuant to the act, or the Consumer Protec-
tion Act, or has been found through an administrative, civil,
or criminal proceeding to have violated the provisions of the
act or rules, or the Consumer Protection Act, chapter 19.86
RCW.

(b) To qualify for this exemption, the affiliate must make
a written request to the department and submit a "plan of
business’ with the request. After receipt of this request, the
department will notify the affiliate in writing within ten busi-
ness days whether the affiliate's exclusive agents qualify for
the exemption, or if the department will conduct additional
review of the affiliate and the "plan of business." The affili-
ates must receive the department's notice of qualification for
exemption before the affiliate's exclusive agents take any
action that would subject them to licensing under the act.

(c) The exemption granted by the director remains valid
as long as the affiliate complies in all material respects with
its "plan of business" and the affiliate remains in good stand-
ing with the department.

(8) What are the responsibilities of a mortgage bro-
ker that is exempt from the licensing provisions of the
act? The owners of companies exempt from licensing under
RCW 19.146.020 (1)(e), (), or (4), areresponsible for:

(a) Complying with RCW 19.146.0201 through 19.146.-
080, and 19.146.235;

(b) Ensuring compliance with the act by all persons rep-
resenting the exempt mortgage broker; and

(c) Notifying the director of any change affecting the
mortgage broker's exempt status under the act.

(9) Are the independent contractor loan originators
of amortgage broker exempt from licensing under RCW
19.146.020 (1)(b), (c), (e), and (g) themselves exempt? No.
After January 1, 2007, an independent contractor working as
aloan originator for a mortgage broker exempt under RCW
19.146.020 (1)(b), (c), (e), and (g) must hold aloan originator
license.

(10) What other persons or entities are exempt from
the Mortgage Broker Practices Act?

(&) Any person doing any act under order of any court
except for a person subject to an injunction to comply with
any provision of the act or any order of the director issued
under the act.

(b) The United States of America, the state of Washing-
ton, any other state, and any Washington city, county, or
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other political subdivision, and any agency, division, or cor-
porate instrumentality of any of the entities in this subsection
(b).

(11) When isa CLI provider exempt from thelicens-
ing requirements of the act? A CLI provider is exempt
from the licensing requirements of the act:

(8) When the CLI provider meets the general statutory
requirements under RCW 19.146.020 (1)(a), (c), (d), (e), (9),
or (h); or

(b) When areal estate broker or salesperson licensed in
Washington, acting asa CL| provider and areal estate agent,
obtains financing for a real estate transaction involving a
bonafide sale of real estate and does not receive either:

(i) A separate fee for the CLI service; or

(i) A sales commission greater than that which would be
otherwise customary in connection with the sales transaction;
or

(c) When a person, acting asa CLI provider:

(i) Provides only information regarding rates, terms, and
lenders;

(it) Complies with al requirements of subsection (12) of
this section;

(iii) Does not represent or imply to a borrower that they
are able to obtain a residential mortgage loan from a mort-
gage broker or lender;

(iv) Does not accept aloan application, assist in the com-
pletion of aloan application, or submit aloan applicationto a
mortgage broker or lender on behalf of a borrower;

(v) Does not accept any deposit for third-party provider
services or any loan fees from a borrower in connection with
aloan, regardless of when the fees are paid;

(vi) Does not negotiate interest rates or terms of a loan
with amortgage broker or lender on behalf of aborrower; and

(vii) Does not provide to the borrower a good faith esti-
mate or other disclosure(s) required of mortgage brokers or
lender(s) by state or federal law.

(d) If the CLI provider is not exempt under (a), (b), or (c)
of this subsection, the CLI provider is not required to have a
mortgage broker license if the CLI provider does not receive
any fee or other compensation or gain, directly or indirectly,
for performing or facilitating the CLI service.

(12) When isa CL| provider required to haveamort-
gage broker license?

(a) If aCLI provider, who is not otherwise exempt from
the licensing requirements of the act, performs any act that
would otherwise require that they be licensed, including
accepting aloan application, or submitting aloan application
to a mortgage broker or lender, the CLI provider must obtain
amortgage broker or aloan originator license.

(b) Example - Licenserequired: A CLI provider usesan
internet-based CLI system in which an abbreviated applica-
tion is available for online compl etion by borrower. Once the
borrower presses "submit," the information collected in the
abbreviated application is forwarded to lender. The informa-
tion contains the borrower's name, Social Security number,
contact information, purpose of the loan sought (e.g., pur-
chase, refinance, home equity, second mortgage), size of loan
requested, annual salary, and a self-declaration of total unse-
cured debt. The electronic entries made by the borrower are
then used by lender to electronically populate "form fields"
and to initiate lender's loan application. A loan originator for
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the lender then follows up with borrower to complete the loan
application. On or after closing, CLI provider receivesa CLI
service fee.

(c) Example- Licensenot required: A CLI provider uses
an internet-based CLI system in which various interactive
informational tools are present, including an online "prequal-
ification" tool. Based upon borrower's self-declared data
input, borrower receives an indication of borrower's "maxi-
mum affordable loan amount,” based upon standard norms of
debt-to-incomeratio and loan-to-value ratio, and also subject
to verification of information, availability and suitability of
loan products, and independent underwriting by any lender.
The borrower indicates a desire for follow-up from one or
more lenders by inputting personal contact information and
pressing "submit." A number of lenders receive only the per-
sonal identity information of borrower and not any financial
information. However, the CL1 system has been programmed
(and may be continuously reprogrammed) to route personal
contact information to certain lenders based upon borrower's
"prequalification" data input and the lending criteria of each
of the lenders for whom CLI provider has a relationship.
None of borrower's self-declared financial information is
actually submitted to any of the lenders whose criteriamatch
borrower's profile. Loan originators from lender A and lender
B initiate contact with borrower based solely on borrower's
contact information. Lender A and lender B, through their
assigned loan originators, contact borrower with the object of
beginning and hopefully completing a loan application. In
this example, CLI provider has not taken aloan application.

(13) Must the CL | provider provide any disclosures?

(&) Yes. If aborrower using or accessing the CLI ser-
vices pays for the CLI service, either directly or indirectly,
the CLI provider must give the following disclosure:

(i) The amount of the fee the CLI provider charges the
borrower for the service;

(if) That the use of the CLI system is not required to
obtain aresidential mortgage loan; and

(iii) That the full range of loans available may not be
listed on the CLI system, and different terms and conditions,
including lower rates, may be available from others not listed
on the system.

(b) Each CLI provider must give the borrower a copy of
the disclosure form when the first CLI service is provided to
the borrower. The form must be signed and dated by the bor-
rower and a copy maintained as part of the CLI provider's
books and records for at least two years.

(14) Are CLI system providers subject to enforce-
ment under theact? Yes. CLI system providers are respon-
sible for any violations of the act and will be subject to any
applicable fines or penalties.

[Statutory Authority: RCW 43.320.040, 19.144.070, 2008 ¢ 109. 09-01-156,
§ 208-660-008, filed 12/23/08, effective 1/23/09. Statutory Authority: RCW
43.320.040, 19.146.223. 08-11-103, § 208-660-008, filed 5/20/08, effective
6/20/08; 08-05-126, § 208-660-008, filed 2/20/08, effective 3/22/08. Statu-

tory Authority: RCW 43.320.040, 19.146.223, 2006 ¢ 19. 06-23-137, § 208-
660-008, filed 11/21/06, effective 1/1/07.]

MORTGAGE BROKERS

WAC 208-660-155 M ortgage brokers—General. (1)
May | originateresidential mortgageloansin Washington
without a license? No. Mortgage brokers and loan origina-
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tors must have avalid Washington license, or be exempt from
licensing pursuant to RCW 19.146.020, in order to originate
residential mortgage loans. There is no "one-time one loan"
exception.

(2) May | originate a Washington residential mort-
gage loan using the license of an already licensed or
exempt Washington mortgage broker and then split the
proceeds with that mortgage broker? No. Mortgage bro-
ker licenses may only be used by the person named on the
license. Mortgage broker licenses may not be transferred,
sold, traded, assigned, loaned, shared, or given to any other
person.

(3) As a licensed mortgage broker, am | responsible
for the actions of my employees and independent contrac-
tors? Yes. Youareresponsiblefor any conduct violating the
act or these rules by any person you employ, or engage as an
independent contractor, to work in the business covered by
your license.

(4) Who at the licensed mortgage broker company is
responsible for the licensee's compliance with the act and
these rules? The designated broker, principals, and owners
with supervisory authority are responsible for the licensee's
compliance with the act and these rules.

(5) What is the nature of my relationship with the
borrower? You have afiduciary relationship with the bor-
rower. See RCW 19.146.095.

(6) Under what circumstances may a mortgage bro-
ker chargetheborrower afee, commission, or other com-
pensation for services rendered by the mortgage broker
in obtaining aloan for theborrower? The mortgage broker
may charge the borrower a fee, commission, or other com-
pensation for the preparation, negotiation, and brokering of a
residential mortgage loan when the loan is closed on the
terms and conditions agreed upon by the borrower and the
mortgage broker.

(7) Under what circumstances may a mortgage bro-
ker chargethe borrower afee, commission, or other type
of compensation for servicesrendered when theloan does
not close at all, or does not close on the terms and condi-
tionsagreed upon by the borrower and the mortgage bro-
ker? A mortgage broker may charge a fee, and may bring a
suit for collection of the fee, not to exceed three hundred dol-
lars, for services rendered, for the preparation of documents,
or for the transfer of documents in the borrower's file which
were prepared for, or paid for by, the borrower if:

(a) The mortgage broker has obtained awritten commit-
ment from alender on the same terms and conditions agreed
upon by the borrower and the mortgage broker; and

(b) The borrower failsto close on aloan through no fault
of the mortgage broker; and

(c) The fee is not otherwise prohibited by the Truth in
Lending Act.

(8) Asamortgage broker, may | solicit or accept fees
from a borrower in advance to pay third-party provid-
ers? Yes. However, prior to accepting the funds, you must
provide the borrower in writing a notice identifying the spe-
cific third-party provider goods and services the funds are to
be used for. Additionally, you must not charge the borrower
more for the third-party provider goods and services than the
actual costs of the goods and services charged by the pro-
vider. Once you have the funds you must then:
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(a) Deposit the funds in a trust account pursuant to the
act and these rules (see WAC 208-660-410 on Trust account-
ing);

(b) Refund any fees collected for goods or services not
provided.

(9) What isa " written commitment from alender on
the same terms and conditions agreed upon by the bor-
rower and mortgage broker" ? The written commitment is
awritten agreement or contract between the mortgage broker
and lender containing mutually acceptable loan provisions
and terms. The lender must be one with whom the mortgage
broker maintains a written correspondent or loan brokerage
agreement as required by RCW 19.146.040(3). The mutually
acceptable loan provisions and terms must be the same terms
and conditions set forth in the most recent good faith estimate
signed by both the borrower and the mortgage broker.

(10) What action must a mortgage broker take to
activate aloan originator license? To activate aloan origi-
nator license, the licensed mortgage broker must file a spon-
sorship request through the NMLSR.

(11) What action must a mortgage broker taketoter-
minate a working relationship with a loan originator ?
The licensed mortgage broker must process the termination
through the NML SR.

[Statutory Authority: RCW 43.320.040, 19.144.070, 2008 ¢ 109. 09-01-156,
8§ 208-660-155, filed 12/23/08, effective 1/23/09. Statutory Authority: RCW

43.320.040, 19.146.223, 2006 c 19. 06-23-137, § 208-660-155, filed
11/21/06, effective 1/1/07.]

WAC 208-660-163 Mortgage brokers—Licensing.
(1) How do | apply for a mortgage broker license? Your
application consists of an on-line filing through the NMLSR
and Washington specific requirements provided directly to
DFI. You must pay an application fee through the NMLSR
system.

(a) Appoint a designated broker. You must appoint a
designated broker who meets the requirements of WAC 208-
660-250.

(b) Submit an application. You must complete an
application in aform prescribed by the director.

(c) Pay the application and licensefees. Youwill have
to pay application fees to cover the costs of processing the
application. Y ou must also pay a separate annual license fee.
See WAC 208-660-550, Department fees and costs.

(d) Proveyour identity. You must provide information
about theidentity of owners, principals, officers, and the des-
ignated broker, including fingerprints.

(e) Provideasurety bond. Mortgage brokers must have
a surety bond of twenty to sixty thousand dollars depending
on the average number of loan originators representing the
mortgage broker. See WAC 208-660-175 (1)(e).

(2) What information will the department consider
when deciding whether to approve a mortgage broker
license application? The department considers the financial
responsibility, character, and general fitness of the applicant,
principals, and the designated broker.

(3) Why does the department consider financial
responsibility, character, and general fithess befor e issu-
ing a mortgage broker license? One of the purposes of the
act is to ensure that mortgage brokers and loan originators
deal honestly and fairly with the public. Applicants, princi-
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pals, and designated brokers who have demonstrated their
financial responsibility, character, and general fitness to
operate their businesses honestly, fairly, and efficiently are
more likely to deal honestly and fairly with the public.

(4) What specific information will the department
consider to determine if the mortgage broker business
will be operated honestly, fairly, and in compliance with
applicablelaw?

(a) Whether the applicant, licensee, or other person sub-
ject to the act has had any license, or any authorization to do
business under any similar statute of this or any other state,
suspended, revoked, or restricted within the prior five years.

(b) Whether the applicant, licensee or other person sub-
ject to the act has been convicted of a gross misdemeanor
involving dishonesty or financial misconduct, or a felony,
within the prior seven years.

(c) Whether the licensee or other person subject to the
act is, or has been, subject to a cease and desist order or an
injunction issued pursuant to the act, or the Consumer Protec-
tion Act, or has been found through an administrative, civil,
or criminal proceeding to have violated the provisions of the
act or rules, or the Consumer Protection Act, chapter 19.86
RCW.

(d) Whether the director has filed a statement of charges,
or there is an outstanding order by the director to cease and
desist against the licensee or other person subject to the act.

(e) Whether there is documented evidence of serious or
significant complaints filed against the licensee, or other per-
son subject to the act, and the licensee or other person subject
to the act has been notified of the complaints and been given
the opportunity to respond.

(f) Whether the licensee has allowed the licensed mort-
gage broker business to deteriorate into a condition that
would result in denial of anew application for alicense.

(g) Whether the licensee or other person subject to the
act hasfailed to comply with an order, directive, subpoena, or
requirement of the director or director's designee, or with an
assurance of discontinuance entered into with the director or
director's designee.

(h) Whether the licensee or other person subject to the
act has interfered with an investigation, or disciplinary pro-
ceeding by willful misrepresentation of facts beforethe direc-
tor or director's designee, or by the use of threats or harass-
ment against a client, witness, employee of the licensee, or
representative of the director for the purpose of preventing
them from discovering evidence for, or providing evidence
in, any disciplinary proceeding or other legal action.

(5) What will happen if my mortgage broker license
application isincomplete? The department will reject and
return the entire application package to you with a notice
identifying the incomplete, missing, or inaccurate informa-
tion. You must follow the department's directions to correct
the problems. Y ou can then resubmit the application package.

(6) How do | withdraw my application for amortgage
broker license? Send the department a written request, in a
form prescribed by the department, to withdraw your mort-
gage broker license application.

(7) When will the department consider my mortgage
broker license application package abandoned? If you do
not respond to the department within ten business days from
the date of the department's second request for information,
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your application is considered abandoned. Y ou may reapply
by submitting a new application per subsection (1) of this
section.

(8) What are my rights if the director denies my
application for a mortgage broker license? You have the
right to request an administrative hearing pursuant to the
Administrative Procedure Act, chapter 34.05 RCW. To
request a hearing, you must notify the department within
twenty days from the date of the director's notice to you that
your license application has been denied, that you wish to
have a hearing.

Upon denial of your mortgage broker license applica-
tion, and provided the department finds no unlicensed activ-
ity, the department will return your surety bond, and refund
the license fee and any unused portion of the application fee.

(9) What Washington law protects my rights when
my application for amortgage broker licenseisdenied, or
my mortgage broker licenseis suspended or revoked?
The Administrative Procedure Act, chapter 34.05 RCW, gov-
erns the proceedings for license application denials, cease
and desist orders, license suspension or revacation, the impo-
sition of civil penalties or other remedies ordered by the
department, and any appeals or reviews of those actions.

(10) May | advertise my business while | am waiting
for my mortgage broker license application to be pro-
cessed? No. Itisaviolation of the act for nonlicensed, non-
exempt mortgage brokers or loan originators to hold them-
selves out as mortgage brokers or loan originators in Wash-
ington.

(11) May | originate Washington residential mort-
gage loans while waiting for my mortgage broker license
application to be processed? No. You may not originate
loans prior to receiving your mortgage broker license.

(12) How do | change information on my mortgage
broker license? You must file alicense amendment applica-
tion through the NMLSR. Y ou must file the amendment
application within thirty days of the change occurring.

(13) When does a mortgage broker license expire?
The mortgage broker license expires annually. The expiration
date is shown on the license. If the license is an interim
license, it may expirein less than one year.

(14) When may the department issue interim mort-
gage broker licenses? To prevent an undue delay, the direc-
tor may issue interim mortgage broker licenses, including
branch office licenses, with a fixed expiration date. The
license applicant must have substantially met the initial
licensing requirements, as determined by the director, to
receive an interim license.

For purposes of this section, undue delay includes the
adjustment of license expiration or renewal datesto coincide
with the implementation of systems designed to assist in
licensing uniformity and provide data repositories of licens-
ing information.

One example of having substantially met the initial
licensing requirements is: Submitting a complete applica-
tion, paying al application fees, and the department having
received and reviewed the result of the applicant's back-
ground check.

(15) May the department issue replacement licenses
with an expiration date? Yes. In order to create and main-
tain alicensing system with expiration or renewal dates that
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are uniform, the department may issue new licenses with
expiration dates to existing license holders. The new licenses
will expire annually.

(16) How do | renew my mortgage broker license?

(a) Before the license expiration date you must:

(i) File the mortgage broker annual report, and any other
required notices, with the director. See WA C 208-660-400,
Reporting requirements.

(if) Show evidence that your designated broker com-
pleted the required annual continuing education.

(iii) Verify the surety bond is adeguate for the average
number of loan originators, including all locations.

(iv) Pay the annual license assessment fee.

(b) Therenewed licenseisvalid for the term listed on the
license or until surrendered, suspended, or revoked.

(17) If I let my mortgage broker license expire must |
apply to get a new license? If you complete al the require-
ments for renewal within forty-five days of the expiration
date, you may renew an expired license. However, if you
renew your license during this forty-five day period, in addi-
tion to paying the annual assessment on your license, you
must pay an additional fifty percent of your annual assess-
ment. See subsection (16) of this section for the license
renewal requirements.

During this forty-five day period, your license is expired
and you must not conduct any business under the act that
requires alicense until your license has been renewed.

Any renewal requirements received by the department
must be evidenced by either a United States Postal Service
postmark or a department "date received" stamp within the
forty-five days. If you fail to comply with the renewal request
requirements within forty-five days, you must apply for a
new license.

(18) May | till conduct my mortgage broker business
if my mortgage broker license has expired? No. If your
mortgage broker license expires, you must not conduct any
business under the act that requires a license until you renew
your license.

(19) What should | doif | wish to close my mortgage
broker business? You may surrender the mortgage broker
license by notifying the department, in a form prescribed by
the department, of your intention to stop doing mortgage loan
business in Washington. Surrendering your license does not
change your civil or criminal liability, or your liability for
any administrative actions arising from any acts or omissions
occurring before you surrender your license. Contact the
Washington department of revenue to find out how to handle
any unclaimed funds in your trust account.

(20) May | transfer, sell, trade, assign, loan, share, or
give my mortgage broker license to another person or
company? No. A mortgage broker license authorizes only
the person named on the license to conduct the business at the
location listed on the license. See also WAC 208-660-155(2).

(21) Must | display my mortgage broker license?
Yes. Your mortgage broker license must be prominently dis-
played at the licensed location.

[Statutory Authority: RCW 43.320.040, 19.144.070, 2008 ¢ 109. 09-01-156,
§ 208-660-163, filed 12/23/08, effective 1/23/09. Statutory Authority: RCW
43.320.040, 19.146.223. 08-05-126, § 208-660-163, filed 2/20/08, effective

3/22/08. Statutory Authority: RCW 43.320.040, 19.146.223, 2006 ¢ 19. 06-
23-137, § 208-660-163, filed 11/21/06, effective 1/1/07.]
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WAC 208-660-175 Mortgage broker s—Surety bond.
(1) What are the surety bond requirements for licensed
mortgage brokers?

(8 Mortgage brokers must at all times have a valid
surety bond on file with the director. The surety bond must be
provided on aform prescribed by the department.

(b) The surety bond amount must be between twenty
thousand dollars and sixty thousand dollars depending on the
annual average number of loan originators representing the
mortgage broker.

(c) When the mortgage broker initially applies for a
license, the dollar amount of the surety bond must be suffi-
cient to cover the number of licensed loan originators you
intend to employ in your first year of business.

(d) The surety bond must list the full name and any trade
or doing-business-as names used by the mortgage broker.
The surety bond must list the licensee's main physical address
including street number, street name and direction, suite
number, city, county, and state.

(e) The surety bond must be signed by a principal of the
mortgage broker as well as an authorized representative of
the insurance company listed as surety. The power-of-attor-
ney must identify the signing representative as authorized by
theinsurance company. The insurance company must include
their surety bond number and seal on the surety bond form.

The following chart shows the surety bond amount
required for the annual average number of loan originators:

Average Number of Loan  Minimum Required Bond

Originators Amount
upto 3.0 $20,000
more than 3.0, up to 6.0 $30,000
more than 6.0, up to 9.0 $40,000
more than 9.0, up to 15.0 $50,000
more than 15.0 $60,000

(2) May | provide security in a form other than a
surety bond? No. Beginning January 1, 2007, the director
will not accept an alternative to a surety bond.

(3) Who provides mortgage broker surety bonds? To
purchase a surety bond, contact your insurance broker. A list
of insurance companies that underwrite Washington surety
bonds in Washington is available from the Washington state
office of the insurance commissioner's web site.

(4) What do | do with the surety bond oncel receive
it from my insurance company? Y ou must sign the original
surety bond. Then include the surety bond and the attached
power-of-attorney with your license application package.

(5) What happens to my mortgage broker license if
my sur ety bond is canceled? Failure to maintain a surety
bond is a violation of the act and may result in an enforce-
ment action against you.

(6) May | change surety bond companies? Yes. You
may change your insurance provider at any time. Y our cur-
rent insurance company will issue a cancellation notice for
your existing surety bond. The cancellation notice may be
effective no less than thirty days following the director's
receipt of the cancellation notice.

Prior to the cancellation date of the existing surety bond,
you must have on file with the department a replacement
surety bond. The replacement surety bond must be in effect
on or before the cancellation date of the prior surety bond.
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(7) Why must | carry a surety bond to have a mort-
gage broker license? The surety bond protects the state and
any persons who suffer loss by reason of violations of any
provision of the act or these rules by the licensee, its employ-
ees, or independent contractors.

(8) Who may make a claim against a licensed mort-
gage broker's surety bond? The director, or any person,
including a third-party provider, who has been injured by a
violation of the act, may make a claim against a bond.

(9) How may | make a claim against a licensed mort-
gage broker's surety bond? The department can provide
you with the name of a licensed mortgage broker's surety
bond provider. Contact the surety bond company and follow
its required procedures to make your claim.

(10) How may | make a claim against a certificate of
deposit, an irrevocable letter of credit, or other instru-
ment that the director has per mitted to befiled instead of
a surety bond? File your claim against a certificate of
deposit, an irrevocable letter of credit, or other instrument
directly with the department, in a form prescribed by the
department. After January 1, 2007, the department will only
accept surety bonds; any claimsarising over violations occur-
ring after January 1, 2007, will be against a bond.

(12) How long does the bond claim procedure take?
The time to complete a bond claim may vary among bonding
companies. If the claimant is not a borrower, final judgment
will not be entered prior to one hundred eighty days after the
clam isfiled.

(12) When must | file a bond claim? A bond claim
must befiled within one year of the date of the act that causes
the claim.

[Statutory Authority: RCW 43.320.040, 19.146.223, 2006 ¢ 19. 06-23-137,
§ 208-660-175, filed 11/21/06, effective 1/1/07.]

WAC 208-660-180 M ortgage brokers—Main office.
(1) Must a licensed mortgage broker have a designated
broker? Yes. Licensed mortgage broker companies must
have an approved designated broker at all times.

(2) How many designated brokers may a mortgage
broker have? The mortgage broker must have a qualified
designated broker at all times. The mortgage broker may
appoint only oneindividual to be the designated broker at any
given time. The designated broker need not be a principal of
the licensee.

It is a prudent business practice to have more than one
qualified individual working for the licensee who could be
appointed as the designated broker.

(3) If my designated broker leaves, may | continueto
operate my mortgage broker business? Yes. You may
continueto operate your mortgage broker business. However,
you must notify the department within five business days of
the loss of or change of your designated broker. Y ou must
then replace the designated broker within thirty days. If you
need more than thirty days to replace the designated broker,
you must seek approval from the department. Failure to
replace your designated broker, or receive approval from the
director for an extension, may result in an enforcement action
against you.

(4) What must | doto replace my designated broker?
Y ou must apply, in aform prescribed by the department, for
approval of the new designated broker. The new designated
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broker must meet the requirements of WAC 208-660-250(1)
and the new designated broker and the licensee including
those individualsto whom the license was granted, must meet
the good standing requirements of WA C 208-660-007.

(5) What must | doiif | sell all or part of my mortgage
broker company? See WAC 208-660-400(13).

(6) After my mortgage broker license is approved,
may | change my business structure? Yes. You must fol-
low the notification requirements of WAC 208-660-400(12).

(7) May a licensed mortgage broker share an office
with a licensed real estate broker? Yes. A licensed mort-
gage broker may share an office with a licensed real estate
broker. The mortgage broker location must be licensed as a
main or branch mortgage broker office.

(8) If a licensed mortgage broker shares an office
with a licensed real estate broker, what must the mort-
gage broker do to notify the public that the officeis
shared? The licensed mortgage broker must clearly identify
the mortgage broker business as separate from the real estate
business to the public on any signage, advertising, or other
material identifying the businesses.

(9) May | add atrade name (or " DBA") to my mort-
gage broker license? Yes. You may add atrade or "DBA"
name to the mortgage broker license if you first apply to the
department, in a form prescribed by the department, and
receive department approval. When the department has
approved the trade name, you must conduct business under
that trade name in at least one of the two following ways:

(8) Use your license name together with the trade name;
or

(b) Use your mortgage broker license number together
with the trade name.

(10) May the department deny an application for a
proposed DBA name because it is similar to an existing
licensee name? Yes. The director may deny an application
for a proposed DBA nameif the proposed DBA nameissim-
ilar to acurrently existing licensee name.

(1) May | conduct my mortgage broker business
from morethan onelocation? Yes. You may establish one
or more branch offices under your license. See WAC 208-
660-195 for information on licensing branch offices.

[Statutory Authority: RCW 43.320.040, 19.146.223. 08-05-126, § 208-660-
180, filed 2/20/08, effective 3/22/08. Statutory Authority: RCW 43.320.040,

19.146.223, 2006 ¢ 19. 06-23-137, § 208-660-180, filed 11/21/06, effective
1/1/07]

WAC 208-660-195 Mortgage brokers—Branch
offices. (1) May | open branch officesunder my mortgage
broker license? Yes. A licensed mortgage broker may sub-
mit license application(s) to the department to establish
branch office(s) under the existing mortgage broker license.
Each branch office must be licensed and must pay an annual
license fee. See WAC 208-660-550, Department fees and
Ccosts.

(2) If my branch offices are under separate owner-
ship, does that limit my liability for their activities? No.
Licensed mortgage brokers are responsible for the activity
and violations at their branch offices regardless of the struc-
ture or label given the branch offices. Licensure of a branch
office creates a direct line of responsibility from the main
office to the branch.
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(3) If my branch offices are under separate owner-
ship, what level of supervision must | maintain? Because
branch offices, regardless of their business structure, are not
independent from your license and surety bond, you are
responsible for the conduct of anyone conducting business
under your license. Y ou must have a written supervisory
plan. The details of the plan, and how you implement the
plan for your branch offices, must take into account the num-
ber of branch offices, their location, and the number of indi-
viduals working at the branch offices. You must maintain
your written supervisory plan as part of your business books
and records.

(4) How do | apply for a mortgage broker branch
office license? As the licensed mortgage broker, you must
apply for a branch office license through the NMLSR and
receive a branch office license from the department before
operating from any location other than your licensed location.
Y ou must be in good standing, and may need to increase the
amount of the surety bond. Y ou will have to pay application
and annual assessment fees for the branch office(s). See
WA C 208-660-550, Department fees and costs.

(5) What does the department consider when review-
ing an application for a branch office license? The depart-
ment considers:

(a) Whether the mortgage broker isin good standing. See
WA C 208-660-007.

(b) Whether the amount of the mortgage broker's surety
bond is sufficient to cover the loan originators that will be
working from the branch office.

(c) Whether the physical address listed in the application
can be verified as a branch office location.

(6) Must | display my branch office license? Yes.
Y our mortgage broker branch office license must be promi-
nently displayed in the branch office.

(7) If I am an internet company, how do | display my
license? You must display your license information, as it
appears on your license, including any or all business names,
and the license number, on your web site. The information
must also include alist of the statesin which you are licensed.

(8) How do | change information on my mortgage
broker branch office license? You must file a license
amendment through the NMLSR within thirty days of the
change occurring.

(9) Does my branch office license expire? Thelicense
expires annually. The expiration date is shown on the license.
If the license is an interim license, it may expire in less than
one year.

(10) How do | renew my mortgage broker branch
office license?

(a) Before the expiration date, the licensed mortgage
broker must:

(i) Verify the surety bond is adequate for the licensee's
average number of loan originators.

(if) Submit a renewal and pay the branch office annual
assessment fee through the NMLSR.

(b) The renewed mortgage broker branch office license
isvalid for the term listed on the license or until surrendered,
suspended, or revoked.

(1) If my mortgage broker branch office license
expires, must | apply for anew license? If you completeall
the requirements for renewal within forty-five days of the
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expiration date you may renew an existing license. However,
if you renew your license during this forty-five day period, in
addition to paying the annual assessment on your branch
office license, you must pay an additional fifty percent of
your annual assessment for that branch. See subsection (10)
of this section for the license renewal requirements.

During this forty-five day period, your license is expired
and you must not conduct any business under the act that
requires alicense until your license has been renewed.

Any renewal requirements received by the department
must be evidenced by either a postmark or "date received"
stamp within the forty-five days. If you fail to comply with
the renewal request requirements within forty-five days, you
must apply for a new license.

(12) If my mortgage broker branch office license has
expired, may | still conduct my mortgage broker business
from that location? No. Once the mortgage broker branch
office license has expired, you must not conduct any business
under the act that requires a license until you renew your
license.

(13) If my mortgage broker main office license
expires, may | still conduct my mortgage broker business
from a branch office? No. Once the mortgage broker main
office license expires, you must not conduct any business
under the act that requires a license from any location until
you renew the main office license.

(14) May | add atradename (or " DBA") to my mort-
gage broker branch office license? Yes. You may add a
trade name, or "DBA" name, to the mortgage broker branch
office license if you first apply to the department, in a form
prescribed by the director, and receive department approval .
The branch office trade name must at all times be identified
as connected with the mortgage broker's license name as it
appears on the mortgage broker license. When the depart-
ment has approved the trade name, you must conduct busi-
ness under that trade namein at least one of the two following
ways:

(& Use your license name together with the branch
office trade name; or

(b) Use the branch office trade name and mortgage bro-
ker branch office license number together.

(c) See WAC 208-660-180(10).

(15) How must | identify my mortgage broker branch
office(s)? The branch office must be prominently identified
as abranch or division of the licensed mortgage broker so as
not to appear to be an independent enterprise.

(16) Does my branch office haveto bea physical loca-
tion? Yes. The physical location may be at acommercial or
residential address but does not have to be in Washington.
See WAC 208-660-420, Out-of-state mortgage brokers and
loan originators.

(17) Must | have a branch manager? No. Although
you may appoint one, the act does not require a branch man-
ager. The licensee and designated broker are responsible for
the business conducted at all locations.

(18) Must | have a designated broker at each branch?
No. Thelicensed mortgage broker may have only one desig-
nated broker who isresponsible for the mortgage broker busi-
ness at all locations.

[Statutory Authority: RCW 43.320.040, 19.144.070, 2008 ¢ 109. 09-01-156,
8§ 208-660-195, filed 12/23/08, effective 1/23/09. Statutory Authority: RCW
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DESIGNATED BROKERS

WAC 208-660-250 Designated brokers—General. (1)
How do | become a designated broker?

(a) Be eighteen years or older.

(b) Have a high school diploma, an equivalent to a high
school diploma, or two years experience in the industry in
addition to the experience required in (€) of this subsection.
The experience must meet the criteriain (€) of this subsec-
tion.

(¢) You must pass the designated broker test. See WAC
208-660-260, Designated brokers—Testing.

(d) Y ou must be appointed to the designated broker posi-
tion by the licensed mortgage broker through an application
and approval process with the department and the NMLSR.

(e) You must have a minimum of two years experience
lending or originating residential mortgage |oans.

(i) The work experience must be in one or more of the
following, within the last five years:

(A) As a mortgage broker or designated broker of a
mortgage broker for a minimum of two years; or

(B) As a mortgage banker, responsible individual, or
manager of a mortgage banking business; or

(C) Asaloan originator with responsibility primarily for
originating loans secured by alien on residential real estate;
or

(D) As a branch manager of alender with responsibility
primarily for loans secured by alien on residential real estate;
or

(E) As amanager or supervisor of mortgage loan origi-
nators; or

(F) Asamortgage processor, underwriter, or quality con-
trol professional; or

(G) As a regulator, examiner, investigator, compliance
expert, or auditor, whose primary function is the review of
mortgage companies and their compliance processes, and the
department determines your background is sufficient.

(i) The work experience must be evidenced by adetailed
work history and:

(A) W-2 Federal Income Tax Reporting Forms in the
designated broker appointee's name; or

(B) 1099 Federa Income Tax Reporting Forms in the
designated broker appointee's name; or

(C) Corporate tax returns signed by the designated bro-
ker appointee or corporate officer for alicensed or exempt
residential mortgage company; or

(f) In addition to supplying the application information,
both you and the licensed mortgage broker must be in good
standing with the department.

(g) Financial background.

() You are not eligible to become a designated broker if
you have one hundred thousand dollars or more of tax liens
against you at the time of appointment by a licensed mort-
gage broker.

(i) You may not be eligible to become a designated bro-
ker if your financial background during the two years prior to
the appointment application shows a history of unpaid debts.
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(2) May | work as the designated broker for more
than one company? Yes. You may be the designated broker
for more than one licensee.

(3) Must the designated broker hold a loan origina-
tor'slicense? Yes. A designated broker approved by the
department will be given aloan originator license if they do
not already have one. If the designated broker already has a
loan originator license, that license will be added to the
licensed mortgage broker's list of loan originators.

(4) May | work asthe designated broker for one lic-
ensee and alicensed loan originator for another licensee?
Y es. If you want to originate loans for a mortgage broker dif-
ferent from the mortgage broker for whom you are the desig-
nated broker, you must apply to the department for an addi-
tional loan originator license.

(5) May a designated broker hire employees or inde-
pendent contractors apart from the employees or inde-
pendent contractorsworking for themortgage broker lic-
ensee? No. Only the mortgage broker licensee can have
employees or independent contractors. This prohibition
against a designated broker having empl oyees or independent
contractors includes clerical or administrative personnel
whosework isrelated to the mortgage broker licensee's activ-
ities, and loan processors.

(6) As a designated broker, what reporting require-
ments must | comply with? See WAC 208-660-400,
Reporting reguirements.

[Statutory Authority: RCW 43.320.040, 19.144.070, 2008 ¢ 109. 09-01-156,
§ 208-660-250, filed 12/23/08, effective 1/23/09. Statutory Authority: RCW
43.320.040, 19.146.223. 08-05-126, § 208-660-250, filed 2/20/08, effective

3/22/08. Statutory Authority: RCW 43.320.040, 19.146.223, 2006 ¢ 19. 06-
23-137, § 208-660-250, filed 11/21/06, effective 1/1/07.]

WAC 208-660-260 Designated brokers—Testing. (1)
Must | passatest prior to becoming a designated broker?
Yes. You must take and pass atest prior to becoming adesig-
nated broker. See WAC 208-660-250(1) if you have never
been a designated broker.

(2) I am currently a designated broker, will | haveto
take the test again? You will only have to take the desig-
nated broker test again if you stop working as a designated
broker for five years or longer.

(3) I am currently adesignated broker that originates
loans. Will | have to take the loan originator test and
obtain aloan originator license? No. The department will
provide you with a loan originator license automatically
because you are a designated broker. Y our loan originator
license will renew in conjunction with the renewal of the
mortgage broker main office you work with. If you stop act-
ing as a designated broker, your loan originator license will
become inactive. See WA C 208-660-350(12). Y ou can reac-
tivate the license by becoming affiliated with the same or
another licensed mortgage broker as aloan originator. If you
do not renew your license as provided in WAC 208-660-
350(19), the license will expire.

(4) Wherecan | get information about the designated
broker test? The department will publish the names and
contact information of approved testing providers on the
department web site.

(5) What topics may be covered in the designated
broker test? See WAC 208-660-600.
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(6) How soon after failing the designated broker test
may | takeit again? After failing the test three consecutive
times you must wait at |east fourteen days before taking the
test again.

[Statutory Authority: RCW 43.320.040, 19.144.070, 2008 ¢ 109. 09-01-156,
§ 208-660-260, filed 12/23/08, effective 1/23/09. Statutory Authority: RCW
43.320.040, 19.146.223. 08-05-126, § 208-660-260, filed 2/20/08, effective

3/22/08. Statutory Authority: RCW 43.320.040, 19.146.223, 2006 ¢ 19. 06-
23-137, § 208-660-260, filed 11/21/06, effective 1/1/07.]

WAC 208-660-270 Designated brokers—Continuing
education. (1) Wherecan | get information about continu-
ing education? The department will publish a list of
approved courses and approved professional organizations
offering courses of education. The course providers and pro-
fessional organizations will have detailed information about
the continuing education courses they offer.

(2) Asadesignated broker, how many clock hours of
continuing education must | have? The continuing educa
tion requirement for designated brokers will bein the form of
approved courses. While the individual clock hours may
vary, you must complete three courses, of no less than three
hours each, annually. Y ou may receive credit for one course
by attending three mortgage broker commission meetings.

(3) As a designated broker, may | take the same
approved course multiple times to meet my annual con-
tinuing education requirement? No. Y ou may not take the
same approved course in the same or successive yearsto meet
the annual regquirements for continuing education.

(4) If | teach an approved continuing education
course may | use my course as credit toward my annual
continuing education requirement? Yes. As an instructor
of an approved continuing education course, you may receive
credit for your annually required designated broker continu-
ing education courses from the course(s) you teach. Y ou will
receive credit at the rate of one course taught equaling two
continuing education course credits.

(5) How do | receive credit toward my continuing
education requirement when | teach an approved con-
tinuing education course? When you renew your license
and seek to get credit for continuing education, submit your
approved continuing education course material for the
course(s) you taught during the year. The department will
credit you with completing two continuing education courses
for each one approved course you teach.

(6) Is ethics a required continuing education course
for designated brokers? Yes. Y ou must take an ethics con-
tinuing education course in your first year of acting as a des-
ignated broker. However, if you teach an approved continu-
ing education course on ethics during your first year working
as a designated broker, teaching that course will satisfy your
ethics continuing education requirement.

(7) Asadesignated broker, if | take a continuing edu-
cation cour se approved for multiplejurisdictions, will the
department accept it as part of my continuing education
requirement? If any state has continuing education require-
ments or standards at least as stringent as Washington's, that
state's notification of satisfactory completion of continuing
education may be approved by the department as meeting the
continuing education requirements under the act and these
rules.
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(8) If I accumulatemor ethan therequired designated
broker continuing education cour se creditsduring ayear,
may | carry-over the excess credit to the next year? No.
Continuing education credits only apply to the year in which
they are taken.

(9) How do | provide the department with proof of
the continuing education courses| have completed? You
must provide the department with proof of your satisfactory
completion of the course, in aform prescribed by the depart-
ment.

(20) If I fail to completethe required continuing edu-
cation, what happens to my license? When your license
expires, the department will not renew it and you cannot con-
tinue conducting any business under the act. See WAC 208-
660-350(20) to renew your license within forty-five days of it
expiring.

(11) If the department reissues my license and the
new expiration date does not coincide with the prior
annual assessment period, will the department still give
me credit for the continuing education courses | have
taken in preparation for meeting the old annual assess-
ment date? Yes. Thedepartment will giveyou credit for the
continuing education courses you have taken. You will not
lose any credits due to the department's license expiration
date adjustment.

[Statutory Authority: RCW 43.320.040, 19.146.223, 2006 c 19. 06-23-137,
§ 208-660-270, filed 11/21/06, effective 1/1/07.]

LOAN ORIGINATORS

WAC 208-660-300 Loan originators—General. (1)
May | work asaloan originator for more than one mort-
gage broker? Yes.

(2) How do | obtain approval to work for more than
one mortgage broker? Using the NMLSR, the company
will submit a sponsorship request. The department will
notify you when the relationship is approved. The department
will notify you and others associated with your license upon
approval of your request. The NMLSR will charge a fee for
the additional relationship. See WAC 208-660-550.

(3) If | work as aloan originator for more than one
mortgage broker, may | take an application from a bor-
rower without identifying one specific mortgage broker ?
No. Y ou may take an application for only one mortgage bro-
ker at atime in any one transaction. Prior to presenting your-
self to a specific borrower as licensed to originate mortgage
loans, you must state who you represent. You must clearly
identify the mortgage broker by name and address on the
application, on all disclosures, authorization forms, and other
material provided to the borrower. There must be no confu-
sion by the borrower as to which mortgage broker you are
representing at any given time.

(49 May | work from any location when | am a
licensed loan originator? No. You can only work from a
licensed location. The licensed location can be the main com-
pany office, or any licensed branch.

(5) May a loan originator transfer loan files to a
mortgage broker other than the mortgage broker theloan
originator is associated with? No. Only the borrower may
submit a written request to the licensed mortgage broker to
transmit the borrower's selected information to another mort-
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gage broker or lender. Loan files are the property of the mort-
gage broker named on the loan application and the mortgage
broker must keep the original files and documents. The
licensed mortgage broker must transmit the information
within five business days after receiving the borrower's writ-
ten request.

(6) May | act as a loan originator and a real estate
agent in the sametransaction or for the sameborrower in
different transactions? Y es, you may be both the loan orig-
inator and real estate broker or salesperson in the same trans-
action, or for the same borrower in different transactions.
When either of these occur, you must provide to the borrower
the following written disclosure:

"THISISTO GIVE YOU NOTICE THAT | OR ONE OF MY ASSOCI-
ATESHAVE/HASACTED AS A REAL ESTATE BROKER OR
SALESPERSON REPRESENTING THE BUYER/SELLER IN THE
SALE OF THISPROPERTY TO YOU. | AM ALSO A LOAN ORIGI-
NATOR AND WOULD LIKE TO PROVIDE MORTGAGE SERVICES
TO YOU IN CONNECTION WITH YOUR LOAN TO PURCHASE
THE PROPERTY.

YOU ARE NOT REQUIRED TO USE MEASA LOAN ORIGINATOR
IN CONNECTION WITH THIS TRANSACTION. YOU ARE FREE
TO COMPARISON SHOP WITH OTHER MORTGAGE BROKERS,
AND LENDERS, AND TO SELECT ANY MORTGAGE BROKER, OR
LENDER OF YOUR CHOOSING."

(7) Asaloan originator, may | be paid directly by the
borrower for my services? No. Asaloan originator, you
may not be paid any compensation or feesdirectly by the bor-
rower.

(8) May aloan originator charge the borrower afee,
commission, or other compensation for preparing, negoti-
ating, or brokering a loan for the borrower? No. A loan
originator may not charge the borrower afee, commission, or
compensation of any kind in connection with the preparation,
negotiation, and brokering of aresidential mortgage loan.

(9) Asaloan originator, may | be paid my portion of
the mortgage broker fee directly from the loan closing?

(@) Yes. If authorized in the mortgage broker's demand,
the settlement service provider may pay your portion of the
mortgage broker fee directly to you; provided however, that
the HUD-1 or equivalent settlement statement has the follow-
ing information:

(i) Your name as it appears on your loan originator
license;

(i) Your loan originator license number; and

(iii) The amount to be paid to you by the settlement ser-
vice provider.

(b) Y ou must provide a copy of the HUD-1 or equivalent
settlement statement to the licensed mortgage broker within
twenty-four hours of your receipt of funds from closing.

(10) May a loan originator bring a lawsuit against a
borrower for the collection of compensation? No. Only
licensed mortgage brokers, or exempt mortgage brokers, may
bring collection actions against borrowersto collect compen-
sation.

(11) May | work as a licensed loan originator for a
mortgage broker located out of the state? Yes. You may
originate loans for any mortgage broker you are affiliated
with who is licensed under Washington law.

(12) May alicensed loan originator hire employeesor
independent contractorsto assist in the mortgage broker
licensee'sactivities? No. Only the mortgage broker licensee
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can have employees or independent contractors. This prohi-
bition against loan originators hiring employees or indepen-
dent contractors includes clerical or administrative personnel
whosework isrelated to the mortgage broker licensee's activ-
ities, and loan processors.

(13) Do loan processors have to be licensed as loan
originators? W-2 employee loan processors are not required
to have a loan originator license provided they work under
the supervision and instruction of alicensed or exempt mort-
gage broker and do not hold themselves out as able to con-
duct the activities of a mortgage broker or loan originator.
Independent contractor |oan processors must be licensed asa
mortgage broker, mortgage broker branch office, or loan
originator.

(14) May loan processorswork on files from an unli-
censed location? A loan processor may work on loan files
from an unlicensed location under the following circum-
stances:

(8 The loan files are in electronic format and the loan
processor accesses the files directly from the licensed mort-
gage broker's main computer system. The loan processor may
not maintain any electronic files on any computer system
other than the system belonging to the licensed mortgage bro-
ker.

(b) Theloan processor does not conduct any of the activ-
ities of alicensed loan originator.

(c) The licensed mortgage broker must have safeguards
in place for the computer system that safeguards borrower
information.

[Statutory Authority: RCW 43.320.040, 19.144.070, 2008 ¢ 109. 09-01-156,
§ 208-660-300, filed 12/23/08, effective 1/23/09. Statutory Authority: RCW
43.320.040, 19.146.223. 08-05-126, § 208-660-300, filed 2/20/08, effective

3/22/08. Statutory Authority: RCW 43.320.040, 19.146.223, 2006 ¢ 19. 06-
23-137, § 208-660-300, filed 11/21/06, effective 1/1/07.]

WAC 208-660-350 Loan originators—Licensing. (1)
How do | apply for aloan originator license? Your appli-
cation consists of an on-line filing through the NML SR
and Washington specific requirements provided directly
to DFI. You must pay an application fee through the
NML SR system.

(a) Be eighteen yearsor older.

(b) Have a high school diploma, an equivalent to a
high school diploma, or three years experience in the
industry. The experience must meet thecriteriain WAC
208-660-250 (1)(e)(i) and (ii).

(c) Passalicensing test. You must take and pass a test
that assesses your knowledge of the mortgage business and
related regulations. See WAC 208-660-360, Loan origina-
tors—Testing.

(d) Submit an application. You must complete an
application in aform prescribed by the director.

(e) Proveyour identity. You must provide information
to prove your identity.

(f) Pay the application fee. You must pay an applica-
tion feefor your application. See WA C 208-660-550, Depart-
ment fees and costs.

(2) In addition to reviewing my application, what else
will the department consider to determineif | qualify for
aloan originator license?
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(a) General fitnessand prior complianceactions. The
department will investigate your background to see that you
demonstrate the experience, character, and general fitness
that commands the confidence of the community and creates
a belief that you will conduct business honestly and fairly
within the purposes of the act. Thisinvestigation may include
areview of the number and severity of complaints filed
against you, or any person you were responsible for, and a
review of any investigation or enforcement activity taken
against you, or any person you were responsible for, in this
state, or any jurisdiction.

(b) License suspensions or revocations. You are not
eligiblefor aloan originator licenseif you have been found to
be in violation of the act or the rules, or have had a license
issued under the act or any similar state statute suspended or
revoked within five years of the filing of the present applica-
tion.

(c) Criminal history.

You are not eligible for aloan originator license if you
have been convicted of a gross misdemeanor involving dis-
honesty or financial misconduct, or a felony, within seven
years of the filing of the present application.

(d) Financial background.

(i) You are not eligible to receive a loan originator
license if you have one hundred thousand dollars or more of
tax liens against you at the time of appointment by alicensed
mortgage broker.

(if) You may not be eligible to receive aloan originator
license if your financial background during the two years
prior to the appointment application shows a history of
unpaid debts.

(3) What will happen if my loan originator license
application isincomplete? After submitting your on-line
application through the NML SR, the department will notify
you of any application deficiencies.

(4) How do | withdraw my application for aloan orig-
inator license? Once you have submitted the on-line appli-
cation through NML SR you may withdraw the application
through NMLSR. You will not receive a refund of the
NMLSR application fee.

(5) When will the department consider my loan orig-
inator license application to be abandoned? If you do not
respond within ten business days to the department's second
request for information, your loan originator license applica-
tion is considered abandoned and you forfeit all fees paid.
Failure to provide the requested information will not affect
new applications filed after the abandonment. Y ou may reap-
ply by submitting a new application package and new appli-
cation fee.

(6) What happensif the department denies my appli-
cation for a loan originator license, and what are my
rightsif thelicenseis denied?

(a) The department will notify you if your application is
denied.

(b) If your license application lists any mortgage bro-
kers, the department will also notify the mortgage brokers of
the license denial.

(c) Under the Administrative Procedure Act, chapter
34.05 RCW, you have the right to request brief adjudicative
proceeding. To request a hearing, notify the department, in
writing, within twenty days from the date of the director's
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notice to you notifying you your license application has been
denied.

(i) Brief Adjudicative Proceeding Adopted. The director
adopts RCW 34.05.482 through 34.05.494 to administer brief
adj udicative proceedings under WAC 208-660-350.

(ii) Presiding Officer. Brief adjudicative proceedings are
conducted by a presiding officer designated by the director.
The presiding officer must have department expertise in the
subject matter, but must not have personally participated in
the department's licensing application denial, or work in the
department's division of consumer services, or such other
division within the department delegated by the director to
oversee implementation of the act and these rules.

(ii1) Preliminary Records. The preliminary record for the
brief adjudicative proceeding consists of the application and
all associated documentsincluding all documents relied upon
by the department to deny the application and all correspon-
dence between the applicant and the department regarding
the application.

(iv) Notice of Hearing. The department will set the date,
time, and place of the hearing, giving at |east seven business
days notice to the applicant.

(v) Written Documents. The applicant or their represen-
tatives may present written documentation. The presiding
officer must designate the date for submission of written doc-
uments.

(vi) Oral Argument. The presiding officer may exercise
discretion in allowing oral argument.

(vii) Witnesses. Witnesses will not be allowed to testify.

(viii) Agency Expertise Considered. The presiding
officer may rely upon agency expertise in addition to the
written record as a basis for adecision.

(ix) Initial Order. The presiding officer must make a
written initial order within ten business days of the final date
for submission of materials, or oral argument, if any. Theini-
tial order will become final twenty-one days after service on
the applicant unless the applicant requests an administrative
review or the department decides to review the matter.

(7) How will the department provide mewith my loan
originator license? The department may use any of the fol-
lowing methods to provide you with your loan originator
license:

(a) A printed paper license sent to you by regular mail.

(b) A license sent to you electronically that you may
print.

(c) A license verification available on the department's
web site and accessible for viewing by the public.

(8) May | transfer, sell, trade, assign, loan, share, or
give my loan originator license to someone else? No. A
loan originator license authorizes only the individual named
on the license to conduct the business at the location listed on
thelicense.

(9) How do | change information on my loan origina-
tor license? Y ou must submit an amendment to your license
through the NMLSR. Y ou may be charged afee.

(10) What is an inactive loan originator license?
When a licensed loan originator is not sponsored by a
licensed or exempt company, the license is inactive. When a
person holds an inactive license, they may not conduct any of
the activities of aloan originator, or hold themselves out as a
licensed loan originator.
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(11) When my loan originator licenseisinactive, am |
subject to the director's enforcement authority? Yes.
Your license is granted under specific authority of the direc-
tor and under certain situations you may be subject to the
director'sauthority even if you are not doing any activity cov-
ered by the act.

(12) When my loan originator licenseisinactive, must
| continue to pay annual fees, and complete continuing
education for that year? Yes. You must comply with all the
annual licensing requirements or you will be unable to renew
your inactive loan originator license.

(13) May | originate loans from a web site when my
license is inactive? No. You may not originate loans, or
engage in any activity that requires a license under the act,
while your licenseis inactive.

(14) How do | activate my loan originator license?
The sponsoring company must submit a sponsorship request
for your license through the NMLSR. The department will
notify you and all the companies you are working with of the
new working relationship if approved.

(15) When may the department issue interim loan
originator licenses? To prevent an undue delay, the director
may issue interim loan originator licenses with a fixed expi-
ration date. Thelicense applicant must have substantially met
theinitial licensing requirements, as determined by the direc-
tor, to receive an interim license.

For purposes of this section, undue delay includes the
adjustment of license expiration or renewal datesto coincide
with the implementation of systems designed to assist in uni-
formity and provide data repositories of licensing informa-
tion.

One example of having substantially met the initial
licensing requirements is: Submitting a complete applica-
tion, paying all application fees, and the department having
received and reviewed the results of the applicant's back-
ground check.

(16) When does my loan originator license expire?
The loan originator license expires annually on December
31st. If thelicenseisaninterim license, it may expirein less
than one year.

(17) How do | renew my loan originator license?

(a) Before the license expiration date you must renew
your license through the NML SR. Renewal consists of:

(i) Pay the annual assessment fee; and

(i) Meet the continuing education requirement.

(b) Therenewed licenseisvalid until it expires, or issur-
rendered, suspended or revoked.

(18) If I let my loan originator license expire, must |
apply to get a new license? If you complete al the require-
ments for renewal within forty-five days of the expiration
date you may renew an existing license. However, if you
renew your license during this forty-five day period, in addi-
tion to paying the annual assessment on your license, you
must pay an additional fifty percent of your annual assess-
ment. See subsection (17) of this section for the license
renewal requirements.

During thisforty-five day period, your license is expired
and you must not conduct any business under the act that
requires alicense.

Any renewa requirements received by the department
must be evidenced by either a United States Postal Service
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postmark or department "date received" stamp within the
forty-fivedays. If youfail to comply with the renewal request
requirements within forty-five days, you must apply for a
new license.

(29) If I let my loan originator license expire and then
apply for a new loan originator license within one year of
the expiration, must I comply with the continuing educa-
tion requirements from the prior license period? Yes.
Before the department will consider your new loan originator
application complete, you must provide proof of satisfying
the continuing education requirements from the prior license
period.

(20) May | still originate loans if my loan originator
license has expired? No. Once your license has expired you
may no longer conduct the business of a loan originator, or
hold yourself out as a licensed loan originator, as defined in
the act and these rules.

(21) What happens to the loan applications | origi-
nated before my loan originator license expired? Existing
loan applications must be processed by the licensed mortgage
broker or another licensed loan originator working for the
mortgage broker.

(22) May | surrender my loan originator's license?
Y es. Only you may surrender your license before the license
expires through the NMLSR.

Surrendering your loan originator license does not
change your civil or criminal liability, or your liability for
any administrative actions arising from acts or omission
occurring before the license surrender.

(23) Must | display my loan originator license where
| work asaloan originator? No. Neither you nor the mort-
gage broker company is required to display your loan origi-
nator license. However, evidence that you are licensed as a
loan originator must be made available to anyone who
requestsit.

(24) If | operate asaloan originator on the internet,
must | display my license number on my web site? Yes.
Y ou must display your license number, and the license num-
ber and name asit appears on the license of the licensed mort-
gage broker you represent, on the web site.

(25) Must | include my loan originator license num-
ber on any documents? You must include your license
number immediately following your name on solicitations,
including business cards, advertisements, and residential
mortgage |oan applications.

(26) When must | disclose my loan originator license
number? In the following situations you must disclose your
loan originator license number and the name and license
number of the mortgage broker you are associated with:

(8 When asked by any party to a loan transaction,
including third party providers;

(b) When asked by any person you have solicited for
business, even if the solicitation is not directly related to a
mortgage transaction;

(c) When asked by any person who contacts you about a
residential mortgage loan;

(d) When taking aresidential mortgage loan application.

(27) May | conduct businessunder a name other than
the name on my loan originator license? No. You must
only use the name on your license when conducting business.
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If you use a nickname for your first name, you must use your
name like this. "FirstName "Nickname" LastName."
[Statutory Authority: RCW 43.320.040, 19.144.070, 2008 ¢ 109. 09-01-156,
§ 208-660-350, filed 12/23/08, effective 1/23/09. Statutory Authority: RCW
43.320.040, 19.146.223. 08-05-126, § 208-660-350, filed 2/20/08, effective
3/22/08. Statutory Authority: RCW 43.320.040, 19.146.223, 2006 ¢ 19. 07-
13-079, § 208-660-350, filed 6/18/07, effective 7/19/07; 06-23-137, § 208-
660-350, filed 11/21/06, effective 1/1/07.]

WAC 208-660-360 Loan originators—Testing. (1)
Must | pass atest prior to becoming a loan originator ?
Yes. You must take and pass a test prior to becoming a loan
originator. You must receive a score of seventy-five percent
or higher to pass the test.

(2) Where may | find information about the loan
originator test? The department will publish the names and
contact information of approved testing providers on the
department web site.

(3) How much does the loan originator test cost?
Testing costs are set by contract between the test provider and
the department and may be modified from time to time. The
department will publish the current testing fee with the test-
ing provider contact information.

(4) How do | register totaketheloan originator test?
The department will publish registration information with the
testing provider contact information.

(5) What topicsmay be covered in the loan originator
test? At aminimum, the test topics will include ethics, fed-
eral and state law and regulation pertaining to mortgage orig-
ination, federal and state law and regulation on fraud, con-
sumer protection, nontraditional mortgage products, and fair
lending. See WAC 208-660-600.

(6) After passing the loan originator test, will 1 have
to takeit again? You must retake the loan originator test if
you have not been aloan originator within the past five years.

(7) How soon after failingtheloan originator test may
| take it again? After taking and failing the test three con-
secutive times, you must then wait at least fourteen days
before taking the test again.

[Statutory Authority: RCW 43.320.040, 19.144.070, 2008 ¢ 109. 09-01-156,
§ 208-660-360, filed 12/23/08, effective 1/23/09. Statutory Authority: RCW

43.320.040, 19.146.223, 2006 c 19. 06-23-137, § 208-660-360, filed
11/21/06, effective 1/1/07.]

WAC 208-660-370 Loan originators—Continuing
education. (1) Where may | get information about con-
tinuing education for loan originators? The department
will publish alist of the approved professional organizations
that provide continuing education, and approved individual
courses on the department's web site. The professional orga
nizations will have detailed information about the continuing
education courses they offer. See also WAC 208-660-600.

(2) How many clock hoursof loan originator continu-
ing education must | have each year? You must complete
aminimum of eight hours annually.

(3) As a loan originator, may | take the same
approved course multiple times to meet my annual con-
tinuing education requirement? No. You may not take the
same approved course in the same or successive yearsto meet
the annual requirements for continuing education.

(4) If | teach an approved continuing education
course may | use my course as credit toward my annual
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loan originator continuing education requirement? Yes.
Asaninstructor of an approved continuing education course,
you may receive credit for your annually required loan origi-
nator continuing education courses from the course(s) you
teach. You will receive credit at the rate of one course taught
equaling two continuing education course credits.

(5) How do | receive credit toward my continuing
education requirement when | teach an approved con-
tinuing education course? When you renew your license
and seek to get credit for continuing education, submit to the
department documentation evidencing approval of the con-
tinuing course you taught. The department will credit you
with completing two continuing education courses for each
one approved course you teach.

(6) Is ethics a required continuing education course
for loan originators? Yes. You must take at |east two ethics
hours annually. The annual ethics credits must include the
topics of fraud, consumer protection, and fair lending.

(7) If | take a loan originator continuing education
course approved for multiple jurisdictions, will the
department accept it as part of my continuing education
requirement? Yes. There will be continuing education
courses that meet the requirements for all states.

(8) If I accumulate morethan the required loan orig-
inator continuing education cour se credits during a year,
may | carry-over the excess credit to the next year? No.
Continuing education credits only apply to the year in which
they are taken.

(9) If | fail to complete the required continuing edu-
cation, what happens to my loan originator license?
When your license expires, the department will not renew it,
and you cannot continue conducting any business under the
act. See WAC 208-660-350 (18) to renew your license
within forty-five days of it expiring. See also, WA C 208-660-
350 (19).

(20) How will 1 know which courses and providers
satisfy the continuing education requirement? The
department will approve continuing education courses
offered by course providers and will approve professional
organizations offering courses. The providers, courses, and
contact information will be listed on the department's web
sSite.

(11) How do | provide the department with proof of
the continuing education courses| have completed? You
must provide the department with proof of your satisfactory
completion of the course, in aform prescribed by the depart-
ment.

(12) If the department reissues my license and the
new expiration date does not coincide with the prior
annual assessment period, will the department still give
me credit for the continuing education courses | have
taken in preparation for meeting the prior annual assess-
ment date? Y es. The department will give you credit for the
continuing education courses you have taken. Y ou will not
lose any credits due to the department's license expiration
date adjustment.

[Statutory Authority: RCW 43.320.040, 19.144.070, 2008 ¢ 109. 09-01-156,
§208-660-370, filed 12/23/08, effective 1/23/09. Statutory Authority: RCW
43.320.040, 19.146.223. 08-05-126, § 208-660-370, filed 2/20/08, effective

3/22/08. Statutory Authority: RCW 43.320.040, 19.146.223, 2006 ¢ 19. 06-
23-137, § 208-660-370, filed 11/21/06, effective 1/1/07.]
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WAC 208-660-400 Reporting requirements and
noticesto thedepartment. (1) Asalicensed mortgage bro-
ker, what annual report must | provide to the depart-
ment? You must file a mortgage broker annual report, in a
form prescribed by the director. The report must include:

(@ The total number of residential mortgage loans
secured by Washington real estate that you originated and
closed in the prior calendar year; and

(b) The total dollar volume (principal loan amounts) of
the residential mortgage loans secured by Washington real
estate that you originated and closed in the prior calendar
year.

(2) When must | providethe mortgage broker annual
report tothedepartment? Y ou must provide the completed
report to the department by March 31st of each year. Thefirst
annual report, for activity occurring in 2007, must be
received by the department before or on March 31, 2008.

(3) What period of time must the mortgage broker
annual report cover? The mortgage broker annual report
must cover the prior calendar year from January 1st to
December 31st.

(4) What action will the department take if | fail to
file my mortgage broker annual report?

(a) When the report is over thirty days late, the depart-
ment may begin an enforcement action against you.

(b) When your licenseis due for renewal, the department
will not renew it if you have not filed your annual report.

(5) How do I notify the department when | want to
change infor mation on my mortgage broker or loan orig-
inator license? You must file alicense amendment through
the NML SR within thirty days of the change occurring.

(6) Asadesignated broker or loan originator, must |
notify the department if | change my residential address
or telephone number? Yes. Whether your license is active
or inactive, you must notify the department, through the
NMLSR, within thirty days of a change in your residential
address and tel ephone number.

(7) As a designated broker or loan originator must |
notify thedepartment if | change my name? Y es. Whether
your license is active or inactive, you must notify the depart-
ment, through NMLSR, within thirty days of a name change.

(8) Must | notify the department of the physical
address of my mortgage broker books and records? Yes.
Y ou must provide the physical address of your mortgage bro-
ker books and records in your initial license application
through NMLSR. If the location of your books and records
changes, you must provide the department, through the
NML SR, with the new physical address within five business
days of the change.

(9) Must | notify the department if my designated
broker leaves, or isnolonger my designated broker? Yes.
You must notify the department, through NMLSR, within
five business days of the loss of or change of status of your
designated broker. See WAC 208-660-180(3).

(10) When and how do | change the information
about my registered agent? Within five business days of
the change, you must file a statement of change through the
NMLSR.

(11) If I am aregistered agent under the act, must |
notify the department if | resign? Yes. You must provide
the department with your statement of resignation letter at
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least thirty-one days prior to the intended effective date. Y ou
must also provide a copy of the resignation letter to the
licensed mortgage broker. The department will terminate
your appointment thirty-one days after receiving your resig-
nation letter.

(12) Must | notify the department if | change the
business structure of my company? When must | notify
the department? If the change to your business adds offic-
ers, directors, or principal stockholders owning ten percent or
more of the company, you must notify the department,
through the NMLSR, at least thirty days prior to the change.
The department will consider the qualifications of the new
people and notify you whether or not the proposed change is
acceptable. Y ou may haveto submit fingerprint cardsfor new
controlling people directly to DFI.

(13) What aremy responsibilitieswhen | sell my busi-
ness?

(a) At least thirty days prior to the effective date of sale,
you must notify the department of the pending sale by com-
pleting the following: Update and file all required informa-
tion through the NMLSR for your main and any branch
offices, including updating information about the location of
your books and records.

(b) You must give written notice to borrowers whose
applications or loans are in process, advising them of the
change in ownership.

(¢) You must give written notice to third party providers
that have or will provide services on loansin process, and all
third-party providers you owe money to, bringing accounts
payable current.

(d) Surrender all physical licensesto DFI.

(e) You must reconcile the trust account and return any
funds to the borrowers or others to whom they belong, or
transfer fundsinto anew trust account at the borrower's direc-
tion. If excess funds still remain and are unclaimed, follow
the procedures provided by the department of revenue's
unclaimed property division.

(14) Must | notify the department if | cease doing
businessin thisstate? Yes. You must notify the department
within twenty days after you cease doing businessin the state
by updating your record and filing a surrender through the
NMLSR, and filing your Mortgage Broker annual report
directly with DFI.

(15) Must | notify the department of changesto my
trust account? Yes. You must notify the department within
five business days of any change in the status, location,
account number, or other particulars of your trust account,
made by you or the federally insured financial institution
where the trust account is maintained. A changein your trust
account includes the addition of atrust account.

(16) Must | notify the department of changes to my
Washington master business license? Yes. You must
notify the department within five business days of any
changes to your Washington master business license made by
you or the agency issuing the license.

(17) Must | notify the department of changes to my
standing with the Washington secretary of state? Yes.
Y ou must notify the department within five business days of
any changes to your standing with the Washington secretary
of state made by you or the secretary of state.
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(18) What must | do if my licensed mortgage broker
company filesfor bankruptcy?

(a) Chapter 7 bankruptcy. If you are alicensed mortgage
broker that files for a Chapter 7 bankruptcy, you must:

(i) Notify the director and surrender your mortgage bro-
ker license within ten business days of filing the bankruptcy.

(if) Provide the department with a mortgage broker
annual report for the calendar year preceding the filing within
ten business days of filing the bankruptcy.

(b) Chapter 11 bankruptcy. If your licensed mortgage
broker company files for a Chapter 11 bankruptcy, you must
notify the director within ten business days of filing the bank-
ruptcy.

(c) Chapter 13 bankruptcy. If your licensed mortgage
broker company filesfor a Chapter 13 bankruptcy, you must:

(i) Notify the director and surrender your mortgage bro-
ker license within ten business days of filing the bankruptcy.

(if) Provide the department with a mortgage broker
annual report for the calendar year preceding the filing within
ten business days of filing the bankruptcy.

(19) If | am a designated broker and file for personal
bankruptcy, what are my reporting responsibilities? A
designated broker must notify the department in writing
within ten business days of filing for bankruptcy protection.

(20) If | am a designated broker and file for personal
bankruptcy, what action may the department take? The
director may require the licensed mortgage broker to replace
you with another designated broker.

(21) If I am a loan originator and file for personal
bankruptcy, what are my reporting responsibilities? A
licensed loan originator must notify the director in writing
within ten business days of filing for bankruptcy protection.

(22) If | am a loan originator and file for personal
bankruptcy, what action may the department take?
Depending on the circumstances, the director may revoke or
condition your license.

(23) When may | apply for alicense after surrender-
ing one due to my personal bankruptcy filing? If you sur-
rendered your license, you may apply for alicense at any
time. However, the department may deny your license appli-
cation for three years after the bankruptcy has been dis-
charged provided that no new bankruptcies have occurred or
arein progress.

(24) When may | apply for alicense after the depart-
ment has revoked my license due to my personal bank-
ruptcy filing? The director will not issue a license to any
person who has had their license revoked within five years of
applying. While you may apply at any time, the application
will be denied until the five years have elapsed. For this rea-
son it is important for you to consider a surrender of your
license rather than allowing it to be revoked.

(25) Who in the mortgage broker company must
notify the department if they are charged with or con-
victed of a crime? Licensees, whether on active or inactive
license status, must notify the department in writing within
ten business days of being:

(8) Charged by indictment or information with any fel-
ony, or a gross misdemeanor involving dishonesty or finan-
cial misconduct in any jurisdiction.
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(b) Convicted of any felony, or any gross misdemeanor
involving dishonesty or financial misconduct in any jurisdic-
tion.

(c) Convicted outside of Washington for any crime that
if charged in Washington would constitute a felony, or gross
misdemeanor for dishonesty or financial misconduct.

(26) Who in the mortgage broker company must
notify the department if they arethe subject of an admin-
istrative enforcement action? Licensees, whether holding
active or inactive licenses, must notify the department in
writing within ten business days of the occurrenceif:

(&) Charged with any violations by an administrative
authority in any jurisdiction; or

(b) The subject of any administrative action, including a
license revocation action, in any jurisdiction.

[Statutory Authority: RCW 43.320.040, 19.144.070, 2008 ¢ 109. 09-01-156,
§ 208-660-400, filed 12/23/08, effective 1/23/09. Statutory Authority: RCW
43.320.040, 19.146.223. 08-05-126, § 208-660-400, filed 2/20/08, effective

3/22/08. Statutory Authority: RCW 43.320.040, 19.146.223, 2006 ¢ 19. 06-
23-137, § 208-660-400, filed 11/21/06, effective 1/1/07.]

WAC 208-660-410 Trust accounting. (1) What are
trust funds? Trust fundsareall funds received from borrow-
ers, or on behalf of borrowers, for payments to third-party
providers. Thefunds are considered to be held in trust imme-
diately upon receipt. Trust funds include, but are not limited
to, borrower deposits for appraisal fees, credit report fees,
title report fees, and similar fees to be paid for services ren-
dered by third-party providersin the borrower's |oan transac-
tion.

(2) Arelock-in agreement fees paid by a borrower to
the mortgage broker considered trust funds? Yes, these
fees are considered trust funds and must be deposited in the
mortgage broker's trust account, unless the check is made
payable to the lender. If the check is made payable to the
lender, the mortgage broker has a duty to exercise ordinary
care to see that the check is not used for any unauthorized
purpose. The mortgage broker must deliver the check to the
lender pursuant to any agreement with the lender, or within
three business days of receiving the funds.

(3) Must | haveatrust account if | receivefundsfrom
borrowers for the payment of third-party providers?
Yes. All funds received from borrowers, or on behalf of bor-
rowers, for payments to third-party providers are trust funds
and are considered held in trust immediately upon receipt.
Y ou must deposit those fundsin atrust account in your name
asit appears on your license, or if exempt in the name of the
exempt broker, in a federally insured financial institution's
branch located in this state within three business days of
receiving the funds. The funds must remain on deposit until
disbursed to the third-party provider except as permitted by
the act and these rules. The mortgage broker is responsible
for depositing, holding, disbursing, accounting for and other-
wise safeguarding the funds in accordance with the act and
theserules.

(4) Must | have atrust account if I do not receive any
trust funds? No. If you do not accept trust funds at any point
before, during, or after aloan transaction, a trust account is
not required.

(5) Must | have a trust account if | am a mortgage
broker exempt from licensing under the act? Mortgage
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brokers exempt under RCW 19.146.020 (1)(a), (b), (c), (d),
(), (h) are not required to have a trust account even if they
receive trust funds. Mortgage brokers exempt under RCW
19.146.020 (1)(e) and (g), and 19.146.020(4) are required to
comply with RCW 19.146.050 and these rules.

(6) What does it mean to receive trust funds "on
behalf of borrowers'? Trust funds are identified by pur-
pose rather than source. Funds received by the mortgage bro-
ker from the borrower for the payment of third-party provider
services are trust funds. Funds received from rel atives of bor-
rowers, the seller in areal estate transaction, or an escrow
company or lender reimbursing a mortgage broker for pay-
ments advanced are trust funds. Funds deposited to a bor-
rower's subaccount by the mortgage broker as an advance are
funds received on behalf of the borrower and are trust funds.

(7) What forms of payment must trust funds take?
Trust funds may be in any form that allows deposit into the
trust account, including, but not limited to, cash, check, or
any electronic transmission of funds, including, but not lim-
ited to bank wires, ACH authorization, credit card or debit
transactions, or on-line payments through a web site.

(8) How do | receive trust funds through electronic
transmission?

(8) The trust funds must be transmitted directly from the
borrower, or other person on behalf of the borrower, into your
trust account, in a federally insured financial institution
located in the state of Washington.

(b) Each electronic transmission must be evidenced by a
record including atraceable identifying name or number sup-
plied by the federally insured financia institution or transfer-
ring entity. Electronic transmissions must be included in the
monthly trust account reconciliation.

(9) When must | deposit trust funds? You must
deposit all funds you receive, that are required to be held in
trust, before the end of the third business day following your
receipt of the funds.

(10) How must | document deposits?

(& You must document all deposits to the trust
account(s) by having a bank deposit slip which has been val-
idated by bank imprint, or an attached deposit receipt which
bears the signature of an authorized representative of the
mortgage broker indicating that the funds were actually
deposited into the proper account(s).

(b) Y ou must post the deposit of funds by wiretransfer or
any means other than cash, check, or money order in the same
manner as other receipts. Any such transfer of funds must
include a traceable identifying name or number supplied by
the federally insured financial institution or transferring
entity. You must also retain areceipt for the deposit of the
funds which must contain the traceable identifying name or
number supplied by the federally insured financial institution
or transferring entity.

(12) May | deposit funds other than trust funds into
my trust account? Y ou may advance your own funds into
the trust account(s) to prevent a disbursement in excess of an
individual borrower's subaccount, provided that the exact
sum of deficiency is deposited and detailed records of the
deposit and its purpose are maintained in the trust ledger and
the trust account(s) check register. Any deposits of your own
funds into the trust account(s) must be held in trust in the
same manner as funds paid by borrowers for the payment of
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third-party providers and treated accordingly in compliance
with the act and these rules.

(12) May aloan originator accept trust funds? A loan
originator may not solicit or receive feesfor athird-party pro-
vider of goods or services except that a loan originator may
transfer funds from aborrower to alicensed mortgage broker,
exempt mortgage broker, or third-party provider, if the loan
originator does not deposit, hold, retain, or use the funds for
any purpose other than the payment of bona fide feesto third-
party providers. The funds must be in the form of a check
made payable to a licensed mortgage broker, exempt mort-
gage broker, or third-party provider. Theloan originator must
transfer the borrower's funds to the li censed mortgage broker,
exempt mortgage broker, or third-party provider within one
business day of receiving the check from the borrower.

(13) May a mortgage broker accept and hold a check
from a borrower that is made payable to a third-party
provider and intended to be used to pay for third-party
provider serviceswithout depositingthe check into atrust
account? Y es. The check must be payableto a specific third-
party provider. The payee line may not be left blank. The
mortgage broker has a duty to exercise ordinary care to see
that the check is not used for any unauthorized purpose. The
mortgage broker must deliver the check to the third-party
provider within the time frames and requirements established
in RCW 19.146.0201(12).

(14) May a loan originator accept and hold a check
from a borrower that is made payable to a third party
and intended to be used to pay for third-party provider
services? A loan originator may only hold a borrower's
check for the purpose of transferring the funds from the bor-
rower to the licensed mortgage broker, exempt mortgage bro-
ker, or third-party provider. The loan originator must transfer
the borrower's funds to the licensed mortgage broker, exempt
mortgage broker, or third-party provider within one business
day of receiving the check from the borrower.

(15) Is a lender or mortgage broker, or agent or
employee of a lender or mortgage broker, considered a
third party? A lender is considered athird party only when
the lender provides lock-in arrangements to the mortgage
broker in connection with the preparation of a borrower's
loan.

(16) If amortgage broker receivesfundsfrom athird
party, such asacloser, or alender, asreimbursement for
advancements for the payment of third-party provider
services, are these funds considered trust funds? Yes, al
funds received by the mortgage broker on behalf of the bor-
rower for the payment of third-party providers are considered
trust funds.

(17) What books and records must | keep regarding
my trust account? Y ou must maintain as part of your books
and records:

(8) A trust account deposit register and copies of al val-
idated deposit slips or signed deposit receiptsfor each deposit
to the trust account;

(b) A record of al invoicesfor payments made on behalf
of a borrower including but not limited to payments for
appraisals, credit reports, title cancellations, and verification
of deposit;

(c) A ledger for each trust account. Each ledger must
contain a separate subaccount ledger sheet for each borrower
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from whom funds are received for payment of third-party
providers. Each receipt and disbursement pertaining to such
funds must be posted to the ledger sheet at the time the receipt
or disbursement occurs. Entries to each ledger sheet must
show the date of deposit, identifying check or instrument
number, amount and name of remitter. Offsetting entries to
each ledger sheet must show the date of check or electronic
transmission, check number or identifying electronic trans-
mission number, amount of check or electronic transmission,
name of payee and invoice number if any. Canceled or
closed ledger sheets must be identified by time period and
borrower name or loan number;

(d) A trust account check register consisting of arecord
of all deposits to and disbursements from the trust account
whether by check or electronic transmission;

(e) Reconciled trust account bank statements;

(f) A monthly trial balance of the ledger of trust
accounts, and a reconciliation of the ledger of trust accounts
with the related bank statement(s) and the related check reg-
ister(s). Thereconciled balance of the trust account(s) must at
all times equal the sum of:

(i) The outstanding amount of funds received from or on
behalf of borrowersfor payment of third-party providers; and

(ii) The outstanding amount of any depositsinto the trust
fund of the mortgage broker's own funds in accordance with
subsection (11) of this section; and

(9) A printed and dated source document file to support
any changes to existing accounting records.

Any aternative records you propose for use must be
approved in advance by the director.

(18) What is a "subaccount"? A "subaccount" is a
recordkeeping segregation of each borrower's funds held in
the mortgage broker's single deposit trust account that holds
the aggregated funds for the mortgage broker's clients. Alter-
natively, the mortgage broker may establish a separate bank
account for each borrower. When added together, individual
subaccounts must exactly equal the total of funds held in
trust.

(19) May | transfer funds between a borrower's sub-
accounts? If aborrower has more than one loan application
pending with a mortgage broker, the mortgage broker must
maintain a separate subaccount ledger for each loan applica-
tion. The borrower must consent to any transfer of trust
account funds between the individual subaccounts associated
with these pending loan applications. The consent must be
maintained in the borrower's loan file and referenced in the
borrower's subaccount ledger sheets.

(20) May | be reimbursed for funds that | have
advanced into the trust account?

(a) If you deposit your own funds into the trust account
as provided in subsection (11) of this section, you may
receive reimbursement for such deposit at closing into your
general business bank account provided:

(i) All third-party provider's charges associated with
your deposit have been paid;

(il) The HUD-1 Settlement Statement provided to the
borrower clearly reflects the line item, "deposit paid by bro-
ker," and the amount deposited;

(iii) The HUD-1 Settlement Statement provided to the
borrower clearly reflects the line item, "reimbursement to
broker for funds advances," and the amount reimbursed; and
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(iv) Any funds disbursed by escrow at closing to you for
payment of unpaid third-party providers expenses charged or
to be charged to you are deposited into the borrower's subac-
count of the trust account.

(b) If you advance your own funds into the trust account
as provided in subsection (11) of this section, and the loan
does not close, the funds remain the property of the borrower.

(21) May | disburse trust funds through electronic
transmission? Yes. You may disburse trust funds from the
trust account by electronic transmission. Each electronic
transmission must be evidenced by arecord including atrace-
able identifying name or number supplied by the federally
insured financial institution or transferring entity.

Electronic transmission(s) must be included in the
monthly trust account reconciliation.

(22) How must | handletrust account disbur sements?

(a) Disbursements from trust accounts may be by elec-
tronic transmission or manual check. If a manual check is
used, the check must on its face identify the specific third-
party provider transaction or borrower refund, except as spec-
ified in this section. If an el ectronic transmission isused, each
transmission must be evidenced by arecord including atrace-
able identifying name or number supplied by the federally
insured financial institution or transferring entity.

(b) Disbursements may be made from the trust
account(s) for the payment of bonafide third-party providers
servicesrendered in the course of the borrower'sloan origina-
tion, if the borrower has consented in writing to the payment.
Such consent may be given at any time during the application
process and in any written form, provided that it contains suf-
ficient detail to verify the borrower's consent to the use of
trust funds. No disbursement on behalf of the borrower may
be made from the trust account until the borrower's or bro-
ker's deposit of sufficient funds into the trust account(s) is
available for withdrawal.

(23) What are the requirements concerning the
checks | write from my trust account? You must use
checks that are prenumbered by the supplier (printer) unless
you use an automated check writing system which numbers
all checks in sequence. All trust account checks must have
the words "trust account” on the front. If you use an auto-
mated program that writes checks, the check number must
appear in the magnetic coding which also identifies the
account number for readability by federally insured financial
institution computers and the program may assign suffixes or
subaccount codes before or after the check number for iden-
tification.

(24) What disbursements are prohibited? Among
other prohibited disbursements, no disbursement may be
made from a borrower's subaccount:

(8 In excess of the amount held in the borrower's subac-
count (commonly referred to as a disbursement in excess);

(b) In payment of a fee owed to any employee of the
mortgage broker or in payment of any business expense of
the mortgage broker;

(c) For payment of any service charges related to the
management or administration of the trust account(s);

(d) For payment of any fees owed to the mortgage broker
by the borrower, or to transfer funds from the subaccount to
any other account; and

[Title 208 WAC—p. 124]

Title 208 WAC: Financial Institutions, Department of

(€) For the payment of fees owed to the broker under
RCW 19.146.070 (2)(a).

(25) When may a mortgage broker transfer excess
funds from a borrower subaccount?

(8) A mortgage broker may, in the case of a closed and
funded transaction, transfer excess funds remaining in the
individual borrower's subaccount into the mortgage broker's
general business bank account in full or partial payment of
fees owed to the mortgage broker upon determination that all
third-party providers expenses have been accurately reported
in the loan closing documents and have been paid in full, and
that the borrower has received credit in the loan closing doc-
uments for all funds deposited in the trust account.

(b) Each mortgage broker must maintain a detailed audit
trail for any disbursements from the borrower's subaccount(s)
into the mortgage broker's general business bank account,
including documentation in the form of afinal HUD-1 Settle-
ment Statement form showing that credit has been received
by the borrower in the closing and funding of the transaction.
The disbursements must be made by a check drawn or elec-
tronic transmission on the trust account and deposited
directly into the mortgage broker's general business bank
account.

(26) What if there are funds remaining in a bor-
rower's subaccount after all third-party providers have
been satisfied? Any remaining fundsin a borrower's subac-
count must be returned to the borrower within five business
days of the determination that all paymentsto third-party pro-
viders owed by the borrower have been satisfied.

(27) What if themortgage broker cannot locatea bor -
rower in order to remit excess funds in the borrower's
subaccount? The mortgage broker must follow the proce-
dures provided by the department of revenue's unclaimed
property division to handle any trust funds held for a bor-
rower who cannot be located.

(28) Is a mortgage broker responsible for all dis-
bursements out of the trust account? Yes. A mortgage
broker is responsible for all disbursements from the trust
account whether disbursed by personal signature, signature
plate, signature of another person authorized to act on its
behalf, or any authorized el ectronic transfer.

(29) If amortgage broker receives a check from clos-
ing that includes both the mortgage broker's fee and a
payment or paymentsfor third-party providers, how does
the mortgage broker lawfully handle the funds? The
mortgage broker may either:

(a) Split the check at the teller window at the time of
deposit and route any moneys due to third-party providersto
an approved trust account, and moneys due it to its general
account; or

(b) Deposit the entire check into the trust account. After
paying any and all moneys due to third-party providers and
insuring that the borrower has received credit for all funds
deposited in the trust account, the mortgage broker may
transfer excess funds remaining in the individual borrower's
subaccount into the mortgage broker's general business bank
account. This amount must be egual to the fee disclosed on
the final HUD-1 Settlement Statement, less any amounts
already received by the mortgage broker, and must be duly
recorded in the trust subaccount ledger. The mortgage broker
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may not transfer moneys from the trust account to its general
business bank account before the loan is closed.

(30) Isthe mortgage broker allowed to transfer funds
out of thetrust account for any reason other than for pay-
ment to athird-party provider? The mortgage broker may
transfer the borrower'sfunds out of the trust account by check
back to the borrower or to any party so instructed in writing
by the borrower. A mortgage broker, when complying with
theserules, may transfer excesstrust fundsto itself; however,
failure to comply with these rulesis a serious violation pun-
ishable by imprisonment, other penalties, or both as autho-
rized by the act.

(31) How do | pay a third-party provider's fees if
escrow disbursesthe fundsto meand | don't have a trust
account? You must return the funds to escrow for proper
disbursement, or maintain a trust account for such incidental
occurrences.

(32) If | choose not to haveatrust account, and a clos-
ing agent did not follow written instructions and issued a
check to me after closing that hasfeesin it for third-party
providers, may | deposit the check into my business
account and pay those third-party providers immedi-
ately? No. You must not deposit those fees into your busi-
ness account under any circumstances.

(33) After closing, if an escrow agent, title company,
or lender wires fundsinto my general account that are
intended for third-party providers, will the department
take action against me for a violation of the trust fund
requirements? Provided that the number of times funds are
mistakenly wired to your general account isimmaterial com-
pared to the total number of loans you closed and you can
provide proof that you took the following steps, the depart-
ment will not take action against you for a violation of the
trust account requirements under RCW 19.146.050:

(a) Y ou gave the escrow agent, title company, or lender
clear written instruction not to send funds intended for third-
party providers to you; and you forwarded all funds mistak-
enly wired to your general account to the proper party on or
before the end of the third business day after receipt; or

(b) You provided accurate wire instruction for the trust
account and the funds transmitter caused the error by acci-
dentally placing the funds into your general account, and
within one day you transfer all trust funds to your trust
account.

(34) How does a mortgage broker disburse funds
from a subaccount when thereismorethan oneborrower
duetoreceivethose funds? When disbursing funds back to
the borrowers, a mortgage broker must make the trust
account disbursement check payableto all borrowerswith the
term "and" written between each borrower's name. When dis-
bursing fundsto another party instructed by the borrowers, all
borrowers must sign the written notice of instruction.

(35) May mortgage brokersusing an interest-bearing
trust account keep the interest? No. Mortgage brokers
using an interest bearing account must refund or credit to the
borrower the interest earned on the borrower's subaccount.
The refund or credit to the borrower may be made either at
closing or upon withdrawal or denia of the borrower's loan
application.
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(36) Arethere any separate requirements for a com-
puterized accounting system? Yes. Therequirementsareas
follows:

(8) Your computer system must provide the capability to
back up datafiles;

(b)(i) You must print the following documents at least
once per month and retain them as part of your books and
records:

(A) Trust account deposit register;

(B) Trust account check register;

(C) Trial balance ledger;

(i) You must print each subaccount at closure and retain
the closure document as part of your books and records;

(¢) You must ensure that all written checks are included
within your computer accounting system; and

(d) You must print your computer-generated reconcilia-
tions of the trust account at least once each month and retain
the printouts as a part of your books and records.

(37) Are there penalties for violating trust account
requirements under RCW 19.146.050? A violation of this
section isaclass C felony and may be punishable by impris-
onment. In addition, a mortgage bro