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SENATE BILL 6285

Passed Legislature - 1994 Regular Session

State of Washington 53rd Legislature 1994 Regular Session

By Senators Moore and Sellar; by request of Department of Financial
Institutions

Read first time 01/18/94. Referred to Committee on Labor & Commerce.

AN ACT Relating to the strengthening and reform of the regulation
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of financial institutions and securities; amending RCW 21.20.035,
21.20.040, 21.20.050, 21.20.060, 21.20.080, 21.20.090, 21.20.110,
21.20.120, 21.20.130, 21.20.180, 21.20.190, 21.20.200, 21.20.210,
21.20.275, 21.20.310, 21.20.330, 21.20.340, 21.20.370, 21.20.380,

21.20.390, 21.20.450, 21.20.510, 21.20.702, 23B.02.020, 23B.07.010,
23B.08.030, 23B.08.050, 30.04.020, 30.04.125, 30.04.130, 30.04.180,

30.04.210,
30.08.020,
30.08.092,
30.49.090,
31.12.115,
31.12.255,
31.12.415,
31.12.695,
32.08.142,
32.32.025,
32.32.500,
33.08.100,

reenacting and amending RCW 21.20.005; adding a new section to chapter
15.66 RCW,; adding a new section to chapter 23B.05 RCW,; adding new

30.04.215,
30.08.040,
30.08.095,
31.12.005,
31.12.125,
31.12.265,
31.12.425,
32.04.030,
32.12.050,
32.32.290,
32.32.505,

30.04.555,
30.08.082,
30.08.180,
31.12.015,
31.12.136,
31.12.315,
31.12.435,
32.04.060,
32.12.090,
32.32.480,
32.32.515,

30.04.565,
30.08.087,
30.08.190,
31.12.025,
31.12.155,
31.12.335,
31.12.526,
32.04.080,
32.16.020,
32.32.485,
32.34.030,

30.04.575,
30.08.088,
30.12.010,
31.12.055,
31.12.195,
31.12.385,
31.12.555,
32.04.085,
32.16.070,
32.32.490,
32.34.060,

30.08.010,
30.08.090,
30.12.020,
31.12.065,
31.12.235,
31.12.406,
31.12.565,
32.08.010,
32.16.100,
32.32.495,
33.08.030,

33.12.012, 33.12.014, 33.12.060, 33.16.030, and 33.16.090;
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sections to chapter 30.08 RCW; adding a new section to chapter 30.20

RCW; adding a new section to chapter 30.43 RCW,; adding a new section to
chapter 31.12 RCW,; adding a new section to chapter 32.08 RCW, adding a
new section to chapter 32.32 RCW, adding a new chapter to Title 30 RCW,;

creating a new section; recodifying RCW 30.04.370 and 30.04.085; and
repealing RCW 30.04.235, 30.04.250, 30.04.270, 30.04.290, 30.04.900,
30.08.110, 30.08.120, 30.12.050, 30.43.010, 30.43.020, 30.43.030,
30.43.040, 30.43.045, 30.43.050, 31.12.095, 31.12.175, 31.12.355,
32.04.040, 32.12.060, 32.20.290, 32.32.510, and 33.12.020.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF WASHINGTON:

NEW SECTION. Sec. 1. (1) The legislature finds that the financial
services industry is experiencing a period of rapid change with the
development and delivery of new products and services and advances in
technology.

(2) The legislature further finds it in the public interest to
strengthen the regulation, supervision, and examination of business
entities furnishing financial services to the people of this state and
that this can be accomplished by streamlining and focusing regulation
to reduce costs, increase effectiveness, and foster efficiency by
eliminating requirements that are not necessary for the protection of
the public.

(3) The provisions of this act should not be construed to limit the
ability of the director of financial institutions to implement prudent
regulation, prevent unsafe, unsound, and fraudulent practices, and
undertake necessary enforcement actions to protect the public and
promote the public interest.

NEW SECTION. Sec. 2. RCW 30.04.370 is recodified as a section in

chapter 15.66 RCW.

Sec. 3. RCW 21.20.005 and 1993 c 472 s 14 and 1993 c 47
each reenacted and amended to read as follows:

The definitions set forth in this section shall apply throughout
this chapter, unless the context otherwise requires:

(1) "Director" means the director of financial institutions of this
state.

SB 6285.SL p. 2
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(2) "Salesperson” means any individual other than a broker-dealer
who represents a broker-dealer or issuer in effecting or attempting to
effect sales of securities, but "salesperson” does not include an
individual who represents an issuer in (a) effecting a transaction in
a security exempted by RCW 21.20.310(1), (2), (3), (4), (9), (10),
(11), (12), or (13), (b) effecting transactions exempted by RCW
21.20.320 unless otherwise expressly required by the terms of the

exemption , or (c) effecting transactions with existing employees,
partners, or directors of the issuer if no commission or other
remuneration is paid or given directly or indirectly for soliciting any
person in this state.

(3) "Broker-dealer" means any person engaged in the business of
effecting transactions in securities for the account of others or for
that person’s own account. "Broker-dealer" does not include (a) a
salesperson, issuer, bank, savings institution, or trust company, (b)
a person who has no place of business in this state if the person
effects transactions in this state exclusively with or through the
issuers of the securities involved in the transactions, other broker-
dealers, or banks, savings institutions, trust companies, insurance
companies, investment companies as defined in the investment company
act of 1940, pension or profit-sharing trusts, or other financial
institutions or institutional buyers, whether acting for themselves or
as trustees, or (c) a person who has no place of business in this state
if during any period of twelve consecutive months that person does not
direct more than fifteen offers to sell or to buy into or make more

than five sales in this state in any manner to persons other than those
specified in subsection (b) above.

(4) "Guaranteed" means guaranteed as to payment of principal,
interest, or dividends.

(5) "Full business day" means all calendar days, excluding
therefrom Saturdays, Sundays, and all legal holidays, as defined by
statute.

(6) "Investment adviser" means any person who, for compensation,
engages in the business of advising others, either directly or through
publications or writings, as to the value of securities or as to the
advisability of investing in, purchasing, or selling securities, or
who, for compensation and as a part of a regular business, issues or
promulgates analyses or reports concerning securities. "Investment
adviser" also includes financial planners and other persons who, as an

p. 3 SB 6285.SL
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integral component of other financially related services, (a) provide

the foregoing investment advisory services to others for compensation
as part of a business or (b) hold themselves out as providing the
foregoing investment advisory services to others for compensation.
Investment adviser shall also include any person who holds himself out
as a financial planner.

"Investment adviser" does not include (a) a bank, savings
institution, or trust company, (b) a lawyer, accountant, certified
public accountant licensed under chapter 18.04 RCW, engineer, or
teacher whose performance of these services is solely incidental to the
practice of his or her profession, (c) a broker-dealer, (d) a publisher
of any bona fide newspaper, news magazine, or business or financial
publication of general, regular, and paid circulation, (e) a radio or
television station, (f) a person whose advice, analyses, or reports
relate only to securities exempted by RCW 21.20.310(1), (g) a person
who has no place of business in this state if (i) that person’s only
clients in this state are other investment advisers, broker-dealers,
banks, savings institutions, trust companies, insurance companies,
investment companies as defined in the investment company act of 1940,
pension or profit-sharing trust, or other financial institutions or
institutional buyers, whether acting for themselves or as trustees, or
(i) during any period of twelve consecutive months that person does
not direct business communications into this state in any manner to
more than five clients other than those specified in clause (i) above,
or (h) such other persons not within the intent of this paragraph as
the director may by rule or order designate.

(7) "Issuer" means any person who issues or proposes to issue any
security, except that with respect to certificates of deposit, voting
trust certificates, or collateral-trust certificates, or with respect
to certificates of interest or shares in an unincorporated investment
trust not having a board of directors (or persons performing similar
functions) or of the fixed, restricted management, or unit type; the
term "issuer" means the person or persons performing the acts and
assuming the duties of depositor or manager pursuant to the provisions
of the trust or other agreement or instrument under which the security
is issued.

(8) "Nonissuer" means not directly or indirectly for the benefit of
the issuer.

SB 6285.SL p. 4
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(9) "Person” means an individual, a corporation, a partnership, an
association, a joint-stock company, a trust where the interest of the
beneficiaries are evidenced by a security, an unincorporated
organization, a government, or a political subdivision of a government.

(10) "Sale" or "sell" includes every contract of sale of, contract
to sell, or disposition of, a security or interest in a security for
value. "Offer" or "offer to sell" includes every attempt or offer to
dispose of, or solicitation of an offer to buy, a security or interest
in a security for value.

Any security given or delivered with, or as a bonus on account of,
any purchase of securities or any other thing is considered to
constitute part of the subject of the purchase and to have been offered
and sold for value. A purported gift of assessable stock is considered
to involve an offer and sale. Every sale or offer of a warrant or
right to purchase or subscribe to another security of the same or
another issuer, as well as every sale or offer of a security which
gives the holder a present or future right or privilege to convert into
another security of the same or another issuer, is considered to
include an offer of the other security.

(11) "Securities Act of 1933," "Securities Exchange Act of 1934,"
"Public Utility Holding Company Act of 1935," and "Investment Company
Act of 1940" means the federal statutes of those names as amended
before or after June 10, 1959.

(12) "Security" means any note; stock; treasury stock; bond;
debenture; evidence of indebtedness; certificate of interest or
participation in any profit-sharing agreement; collateral-trust
certificate; preorganization certificate or subscription; transferable
share; investment contract; investment of money or other consideration
in the risk capital of a venture with the expectation of some valuable
benefit to the investor where the investor does not receive the right
to exercise practical and actual control over the managerial decisions
of the venture; voting-trust certificate; certificate of deposit for
a security; certificate of interest or participation in an oil, gas or
mining title or lease or in payments out of production under such a
title or lease; charitable gift annuity; any put, call, straddle,

option, or privilege on any security, certificate of deposit, or group

or index of securities, including any interest therein or based on the

value thereof; or any put, call, straddle, option, or privilege entered

into on _a national securities exchange relating to foreign currency:

p. 5 SB 6285.SL
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or, in general,

any interest or instrument commonly known as a
"security,” or any certificate of interest or participation in,

temporary or interim certificate for, receipt for, guarantee of, or

warrant or right to subscribe to or purchase, any of the foregoing; or
any sale of or indenture, bond or contract for the conveyance of land
or any interest therein where such land is situated outside of the
state of Washington and such sale or its offering is not conducted by
a real estate broker licensed by the state of Washington. "Security"
does not include any insurance or endowment policy or annuity contract

under which an insurance company promises to pay money either in a lump
sum or periodically for life or some other specified period.

(13) "State"
United States, as well as the District of Columbia and Puerto Rico.

(14) "Investment adviser ((salespersen)—representative

means any state, territory, or possession of the

person retained or employed by an investment adviser to solicit clients
or offer the services of the investment adviser or manage the accounts

of said clients.

(15) "Relatives,” as used in RCW 21.20.310(11) includes:

(@) A member’'s spouse;

(b) Parents of the member or the member's spouse;

(c) Grandparents of the member or the member's spouse;

or adopted children of the member or the members

(d) Natural
spouse;

(e) Aunts and uncles of the member or the member's spouse; and

() First cousins of the member or the member's spouse.

(16) "Customer" means a person other than a broker-dealer or
investment adviser.

Sec. 4.
as follows:

means a

RCW 21.20.035 and 1993 ¢ 47 0 s 1 are each amended to read

It is unlawful for a broker-dealer, salesperson, investment

adviser, or investment adviser ((salespersen))—representative

to effect or cause to be effected, with or for a customer’s account,
transactions of purchase or sale (1) that are excessive in size or

frequency in view of the financial resources and character of the

account and

salesperson, investment adviser, or investment adviser ((salesperson))

representative

(2)

SB 6285.SL
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of the customer's trust and confidence to influence the volume and
frequency of the trades.

Sec. 5. RCW 21.20.040 and 1989 ¢ 39 1 s 2 are each amended to read
as follows:
(1) It is unlawful for any person to transact business in this
state as a broker-dealer or salesperson, unless he or she is registered
under this chapter: PROVIDED, That an exemption from registration as
a broker-dealer or salesperson to sell or resell condominium units sold
in conjunction with an investment contract, may be provided by rule or
regulation of the director as to persons who are licensed pursuant to
the provisions of chapter 18.85 RCW. It is unlawful for any broker-
dealer or issuer to employ a salesperson unless the salesperson is
registered or exempted from registration. It is unlawful for any
person to transact business in this state as an investment adviser
unless (a) the person is so registered under this chapter, or (b) the
person is registered as a broker-dealer under this chapter, or (c) the
person’s only clients in this state are investment companies as defined
in the Investment Company Act of 1940, or insurance companies. It is
unlawful for any person to transact business in this state as an
investment adviser ((salespersen))—representative or for any investment
adviser to employ an investment adviser ((salespersen))—+epresentative

unless such person is registered.

(2) It is unlawful for any person to hold himself or herself out

as, or otherwise represent that he or she is a "financial planner”,
"iInvestment counselor”, or other similar term, as may be specified in
rules adopted by the director, unless the person is registered as an

investment adviser or investment adviser ((salesperson))
representative , IS exempt from registration under RCW 21.20.040(1), or
is excluded from the definition of investment adviser under RCW
21.20.005(6).

Sec. 6. RCW 21.20.050 and 1981 ¢ 27 2 s 1 are each amended to read
as follows:

A broker-dealer, salesperson, investment adviser, or investment
adviser ((salespersen))—+representative may apply for registration by
filing with the director or his authorized agent an application
together with a consent to service of process in such form as the

p. 7 SB 6285.SL
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director shall prescribe and payment of the fee prescribed in RCW
21.20.340.

Sec. 7. RCW 21.20.060 and 1965 ¢ 1 7 s 1 are each amended to read
as follows:

The application shall contain whatever information the director
requires concerning such matters as:

(1) The applicant’'s form and place of organization;

(2) The applicant's proposed method of doing business;

(3) The qualifications and business history of the applicant and in
the case of a broker-dealer or investment adviser, any partner,
officer, or director;

(4) Any injunction or administrative order or conviction of a
misdemeanor involving a security or any aspect of the securities
business and any conviction of a felony; and

(5) The applicant’s financial condition and history.

The director of licenses or the duly appointed administrator may by
rule require a minimum capital for registered broker-dealers and
investment advisers or prescribe a ratio between net capital and
aggregate indebtedness by type or classification and may by _rule allow

registrants to maintain _a surety bond of appropriate amount as an

alternative _method of compliance with minimum capital or net capital

reguirements

Sec. 8. RCW 21.20.080 and 1981 ¢ 27 2 s 3 are each amended to read
as follows:

Registration of a broker-dealer, salesperson, investment adviser
((salespersen))— representative , or investment adviser shall be
effective for a one-year period unless the director by rule or order
provides otherwise. The director by rule or order may schedule
registration or renewal so that all registrations and renewals expire
December 31st. The director may adjust the fee for registration or
renewal proportionately. The registration of a salesperson or
investment adviser ((salespersen))—representative is not effective
during any period when the salesperson is not associated with an issuer

or a registered broker-dealer or when the investment adviser
((salespersen)y)—representative iIs not associated with a registered
investment adviser. To be associated with an issuer, broker-dealer, or

investment adviser within the meaning of this section written notice

SB 6285.SL p. 8
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must be given to the director. When a salesperson begins or terminates
an association with an issuer or registered broker-dealer, the

salesperson and the issuer or broker-dealer shall promptly notify the
director. When an investment adviser ((salespersen))—representative

begins or terminates an association with a registered investment
adviser, the investment adviser ((salespersen))—representative and
registered investment adviser shall promptly notify the director.
Notwithstanding any provision of law to the contrary, the director
may, from time to time, extend the duration of a licensing period for
the purpose of staggering renewal periods. Such extension of a
licensing period shall be by rule or regulation adopted in accordance
with the provisions of chapter 34.05 RCW. Such rules and regulations
may provide a method for imposing and collecting such additional
proportional fee as may be required for the extended period.

Sec. 9. RCW 21.20.090 and 1981 ¢ 27 2 s 4 are each amended to read
as follows:

Registration of a broker-dealer, salesperson, investment adviser
((salespersen))representative , Or investment adviser may be renewed by
filing with the director or his authorized agent prior to the
expiration thereof an application containing such information as the

director may require to indicate any material change in the information
contained in the original application or any renewal application for
registration as a broker-dealer, salesperson, investment adviser
((salespersen)y)—representative , or investment adviser filed with the
director or his authorized agent by the applicant, payment of the
prescribed fee, and, in the case of a broker-dealer, a financial
statement showing the financial condition of such broker-dealer as of
a date within ninety days. A registered broker-dealer or investment
adviser may file an application for registration of a successor, and
the administrator may at his or her discretion grant or deny the
application.

Sec. 10. RCW 21.20.110 and 1993 ¢ 47 0 s 3 are each amended to read
as follows:

The director may by order deny, suspend, or revoke registration of
any broker-dealer, salesperson, investment adviser ((salesperson))
representative , or investment adviser; censure or fine the registrant

or an officer, director, partner, or person occupying similar functions

p. 9 SB 6285.SL
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for a registrant; or restrict or limit a registrant’'s function or
activity of business for which registration is required in this state;

if the director finds that the order is in the public interest and that
the applicant or registrant or, in the case of a broker-dealer or
investment adviser, any partner, officer, or director:

(1) Has filed an application for registration under this section
which, as of its effective date, or as of any date after filing in the
case of an order denying effectiveness, was incomplete in any material
respect or contained any statement which was, in the light of the
circumstances under which it was made, false, or misleading with
respect to any material fact;

(2) Has willfully violated or willfully failed to comply with any
provision of this chapter or a predecessor act or any rule or order
under this chapter or a predecessor act, or any provision of chapter
21.30 RCW or any rule or order thereunder;

(3) Has been convicted, within the past five years, of any
misdemeanor involving a security, or a commodity contract or commodity
option as defined in RCW 21.30.010, or any aspect of the securities or
investment commodities business, or any felony involving moral
turpitude;

(4) Is permanently or temporarily enjoined by any court of
competent jurisdiction from engaging in or continuing any conduct or
practice involving any aspect of the securities or investment
commodities business;

(5) Is the subject of an order of the director denying, suspending,
or revoking registration as a broker-dealer, salesperson, investment
adviser, or investment adviser ((salespersen)—representative

(6) Is the subject of an order entered within the past five years
by the securities administrator of any other state or by the federal
securities and exchange commission denying or revoking registration as
a broker-dealer or salesperson, or a commodity broker-dealer or sales
representative, or the substantial equivalent of those terms as defined
in this chapter or by the commodity futures trading commission denying
or revoking registration as a commodity merchant as defined in RCW
21.30.010, or is the subject of an order of suspension or expulsion
from membership in or association with a self-regulatory organization
registered under the securities exchange act of 1934 or the federal
commodity exchange act, or is the subject of a United States post
office fraud order; but (a) the director may not institute a revocation

SB 6285.SL p. 10
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or suspension proceeding under this clause more than one year from the
date of the order relied on, and (b) the director may not enter any
order under this clause on the basis of an order unless that order was
based on facts which would currently constitute a ground for an order
under this section;

(7) Has engaged in dishonest or unethical
securities or investment commodities business;

(8) Is insolvent, either in the sense that his or her liabilities
exceed his or her assets or in the sense that he or she cannot meet his
or her obligations as they mature; but the director may not enter an
order against a broker-dealer or investment adviser under this clause
without a finding of insolvency as to the broker-dealer or investment

adviser;

practices in the

(9) Has not complied with a condition imposed by the director under
RCW 21.20.100, or is not qualified on the basis of such factors as
training, experience, or knowledge of the securities business; or

(10)(a) Has failed to supervise reasonably a salesperson or an

investment adviser ((salespersen))—representative

no person fails to supervise reasonably another

this subsection,
person, if:

For the purposes of

() There are established procedures, and a system for applying

those procedures, that would

reasonably be expected to prevent and

detect, insofar as practicable, any violation by another person of this
chapter, or a rule or order under this chapter; and
(i) The supervising person has reasonably discharged the duties
required by these procedures and system without
reasonable cause to believe that another person was violating this
chapter or rules or orders under this chapter.
director may issue a summary order pending final
determination of a proceeding under this section upon a finding that it
is in the public interest and necessary or appropriate for the

and obligations

(b) The

protection of investors.

The director may not impose a fine under this

section except after notice and opportunity for hearing. The fine
imposed under this section may not exceed five thousand dollars for
each act or omission that constitutes the basis for issuing the order.

Sec. 11.
read as follows:

RCW 21.20.120 and 1979 ex.s. c 6

8 s 8 are each amended to
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Upon the entry of an order under RCW 21.20.110, the director shall
promptly notify the applicant or registrant, as well as the employer or
prospective employer if the applicant or registrant is a salesperson or

investment adviser ((salespersen))}—representative

entered and of the

reasons therefor

and that

if

requested

that it has been
by the

applicant or registrant within fifteen days after the receipt of the

be promptly set down for

is ordered by the
is modified or

director’'s notification
hearing.

the matter
If no hearing
director, the order will

vacated by the director.

salesperson or an investment adviser ((salespersen))—+epresentative

will

is requested and none
in effect until it
If a hearing is requested or ordered, the
director, after notice of and opportunity for hearing, may modify or
vacate the order or extend it until final determination.
be entered under RCW 21.20.110 denying or revoking registration without
appropriate prior notice to the applicant or registrant (as well as the
employer or prospective employer if the applicant or registrant is a

remain

No order may

opportunity for hearing, and written findings of fact and conclusions

of law.

Sec. 12.
read as follows:
If the director

finds

that

any

registrant

RCW 21.20.130 and 1979 ex.s. ¢ 6

or

8 s 9 are each amended to

applicant

for

registration is no longer in existence or has ceased to do business as

a broker-dealer, investment adviser, investment adviser ((salesperson))
, or salesperson, or is subject to an adjudication of

representative

mental incompetence or to the control of a committee, conservator, or
guardian, or cannot be located after reasonable search, the director

may by order cancel the registration or application.

Sec. 13.
to read as follows:

RCW 21.20.180 and 1979 ex.s. ¢ 68 s 11 are each amended

Any security for which a registration statement has been filed
under the securities act of 1933 or any securities for which filings
have been made pursuant to ((rules—and))—+egulation((s)) A ((and A-M))

pursuant to subsection (b) of Sec. 3 of ((said)) the

securities act in

connection with the same offering may be registered by coordination.
A registration statement under this section shall contain the following

information and be accompanied by the following documents, in addition
to payment of the registration fee prescribed in RCW 21.20.340 and, if

SB 6285.SL
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required under RCW 21.20.330, a consent to service of process meeting
the requirements of that section:

(1) One copy of the prospectus, offering circular and/or letters of
notification, filed under the securities act of 1933 together with all
amendments thereto;

(2) The amount of securities to be offered in this state;

(3) The states in which a registration statement or similar
document in connection with the offering has been or is expected to be
filed;

(4) Any adverse order, judgment or decree previously entered in
connection with the offering by any court or the securities and
exchange commission;

(5) If the director, by rule or otherwise, requires a copy of the
articles of incorporation and bylaws (or their substantial equivalents)
currently in effect, a copy of any agreements with or among
underwriters, a copy of any indenture or other instrument governing the
issuance of the security to be registered, and a specimen or copy of
the security;

(6) If the director requests, any other information, or copies of
any other documents, filed under the securities act of 1933;

(7) An undertaking to forward promptly all amendments to the
federal registration statement, offering circular and/or letters of
notification, other than an amendment which merely delays the effective
date; and

(8) If the aggregate sales price of the offering exceeds ((five
hundred—thoeusand))}—one_million dollars, audited financial statements
and other financial information prepared as to form and content under
rules adopted by the director.

Sec. 14. RCW 21.20.190 and 1961 ¢ 3 7 s 5 are each amended to read

as follows:

A registration statement by coordination under RCW 21.20.180
automatically becomes effective at the moment the federal registration
statement or other filing becomes effective if all the following
conditions are satisfied:

(1) No stop order is in effect and no proceeding is pending under
RCW 21.20.280 and 21.20.300;

(2) The registration statement has been on file with the director
for at least ten full business days; and

p. 13 SB 6285.SL
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(3) A statement of the maximum and minimum proposed offering prices
and the maximum underwriting discounts and commissions has been on file

for two full business days or such shorter period as the director
permits by rule or otherwise and the offering is made within those
limitations. The registrant shall promptly notify the director ((by

telephone))- or such person as the director

may by

rule or order

designate by facsimile, electronic transmission,

shall promptly file a post-effective

containing
"Price amendment"

the

amount of proceeds, conversion rates, call prices, and other matters
dependent upon the offering price.

Sec. 15. RCW 21.20.200 and 1979 ex.s. ¢ 68 s 12 are each amended

to read as follows:

Upon failure to receive the required notification and post-
effective amendment with respect to the price amendment referred to in
RCW 21.20.190, the director may enter a stop order, without notice of
hearing, retroactively denying effectiveness to
statement or suspending its effectiveness until compliance with RCW

21.20.190, if the director

promptly

notified the

the registration

registrant by

telephone ((or telegram));—faesimile, or electronic transmission
promptly confirms by letter or ((telegram)}faesimile-
notifies by telephone) of the issuance of the order.
proves compliance with the requirements as to notice and post-effective
amendment, the stop order is void as of the time of its entry.

director may by rule or

conditions specified in RCW 21.20.190(2) and (3).

otherwise waive either or

or telegram of the
date and time when the federal registration statement or other filing

became effective and the content of the price amendment, if any, and
amendment
information and documents in the price amendment.
means the final federal amendment which includes a statement of the
offering price, underwriting and selling discounts or commissions,

(and

when the director
If the registrant

both of

registration statement or other filing becomes effective before all
these conditions are satisfied and
registration statement automatically becomes effective as soon as all
If the registrant advises the director

of the date when the federal registration statement or other filing is
expected to become effective the director shall promptly advise the

registrant by telephone ((or telegram)y,—eleetrenic_transmission, or
facsimile , at the registrant's expense, whether all the conditions are

the conditions are satisfied.

SB 6285.SL
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satisfied and whether the director then contemplates the institution of

a proceeding under RCW 21.20.280 and 21.20.300; but this advice by the
director does not preclude the institution of such a proceeding at any
time.

Sec. 16. RCW 21.20.210 and 1979 ex.s. ¢ 68 s 13 are each amended

to read as follows:

Any security may be registered by qualification. A registration
statement under this section shall contain the following information
and be accompanied by the following documents, in addition to payment
of the registration fee prescribed in RCW 21.20.340, and, if required
under RCW 21.20.330, a consent to service of process meeting the
requirements of that section:

(1) With respect to the issuer and any significant subsidiary: Its
name, address, and form of organization; the state or foreign
jurisdiction and date of its organization; the general character and
location of its business; and a description of its physical properties
and equipment.

(2) With respect to every director and officer of the issuer, or
person occupying a similar status or performing similar functions: His
or her name, address, and principal occupation for the past five years;
the amount of securities of the issuer held by him or her as of a
specified date within ninety days of the filing of the registration
statement; the remuneration paid to all such persons in the aggregate
during the past twelve months, and estimated to be paid during the next
twelve months, directly or indirectly, by the issuer (together with all
predecessors, parents and subsidiaries).

(3) With respect to any person not named in RCW 21.20.210(2),
owning of record, or beneficially if known, ten percent or more of the
outstanding shares of any class of equity security of the issuer. The
information specified in RCW 21.20.210(2) other than his or her

occupation.
(4) With respect to every promoter, not named in RCW 21.20.210(2),
if the issuer was organized within the past three years: The

information specified in RCW 21.20.210(2), any amount paid to that
person by the issuer within that period or intended to be paid to that
person, and the consideration for any such payment.

(5) The capitalization and long-term debt (on both a current and a
pro forma basis) of the issuer and any significant subsidiary,

p. 15 SB 6285.SL
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including a description of each security outstanding or being
registered or otherwise offered, and a statement of the amount and kind
of consideration (whether in the form of cash, physical assets,
services, patents, goodwill, or anything else) for which the issuer or
any subsidiary has issued any of its securities within the past two
years or is obligated to issue any of its securities.

(6) The kind and amount of securities to be offered; the amount to
be offered in this state; the proposed offering price and any variation
therefrom at which any portion of the offering is to be made to any
persons except as underwriting and selling discounts and commissions;
the estimated aggregate underwriting and selling discounts or
commissions and finders’ fees (including separately cash, securities,
or anything else of value to accrue to the underwriters in connection
with the offering); the estimated amounts of other selling expenses,
and legal, engineering, and accounting expenses to be incurred by the
issuer in connection with the offering; the name and address of every
underwriter and every recipient of a finders’ fee; a copy of any
underwriting or selling group agreement pursuant to which the
distribution is to be made, or the proposed form of any such agreement
whose terms have not yet been determined; and a description of the plan
of distribution of any securities which are to be offered otherwise
than through an underwriter.

(7) The estimated cash proceeds to be received by the issuer from
the offering; the purposes for which the proceeds are to be used by the
issuer; the amount to be used for each purpose; the order or priority
in which the proceeds will be used for the purposes stated; the amounts
of any funds to be raised from other sources to achieve the purposes
stated, and the sources of any such funds; and, if any part of the
proceeds is to be used to acquire any property (including goodwill)
otherwise than in the ordinary course of business, the names and
addresses of the vendors and the purchase price.

(8) A description of any stock options or other security options
outstanding, or to be created in connection with the offering, together
with the amount of any such options held or to be held by every person
required to be named in RCW 21.20.210(2), (3), (4), (5) or (7) and by
any person who holds or will hold ten percent or more in the aggregate
of any such options.

SB 6285.SL p. 16
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(9) The states in which a registration statement or similar
document in connection with the offering has been or is expected to be
filed.

(10) Any adverse order, judgment, or decree previously entered in
connection with the offering by any court or the securities and
exchange commission; a description of any pending litigation or
proceeding to which the issuer is a party and which materially affects
its business or assets (including any such litigation or proceeding
known to be contemplated by governmental authorities).

(11) A copy of any prospectus or circular intended as of the
effective date to be used in connection with the offering.

(12) A specimen or copy of the security being registered; a copy of
the issuer's articles of incorporation and bylaws, as currently in
effect; and a copy of any indenture or other instrument covering the
security to be registered.

(13) A signed or conformed copy of an opinion of counsel, if
available, as to the legality of the security being registered.

(14)(@) ((If the—issuer—is—a—ecommerctal—thdustrialor—extractive————————————

furnished))—The_following financial statements

() ((Finaneial-statements—consisting—of){A)Balanece sheets as of

the end of each of the three most recent fiscal years; and, if the date

of the most recent fiscal year end is more than four months prior to

the date of filing, (B) a balance sheet of the issuer as of a date

within four months prior to the filing of the registration statement((,

p. 17 SB 6285.SL
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I  iho o o | of the_last fiseal " han_f

I : h—filing))-
@i(A) Statements of income, shareholders’ equity, and ((changes
mn—fnanecialpeosiion))—eash flows for each of the three fiscal years

preceding the date of the latest balance sheet ((and)) or for—the
period of the issuer's and any predecessor's existence if less than
three years and (B) statements of income, shareholders’ equity, and
cash flows for any period between the close of the last fiscal year and

the date of the latest balance sheet((, or for -the—pericd—of—the —————
(i) If any part of the proceeds of the offering is to be applied
to the purchase of any business whose annual sales or revenues are in
excess of fifteen percent of the registrant's sales or revenues or
involves acquisition of assets in excess of fifteen percent of the
registrant’s assets, except as specifically exempted by the director,
financial statements shall be filed which would be required if that
business were the registrant.
(e (b)(1) If the estimated proceeds to be received from the
offering, together with the proceeds from securities registered under
this section during the year preceding the date of the filing of this

registration statement, exceed one ((hundred -theusand))—millien—
dollars, the ((statemeﬂ%s—deseﬁbed—m—wbseeﬁeﬂ—&%{aa{e—er—éb}(e—
of-this—section—as—of the—date—of the—¢close—of-thelast-fisecalyear))—————

balance sheet specified in_(a)(i)(A) of this subsection as of the end
of the last fiscal year and the related financial statements specified
in (a)(ii)(A) of this subsection((s (HYa)i—and—(b)i)—ofthis——————
seetien))- for the last fiscal year shall be audited. ((For
. : clod—_af I 1975, B
(i) I f such proceeds exceed ((five hundredthousand-doellars;)}ene———

million dollars but are not more than five million dollars, the balance
sheet specified in (a)(i)(A) of this subsection as of the end of the
most recent fiscal year and the financial statements specified in

(@)(ii)(A) of this subsection((s (@4aXi)—and—(b)}i)—of—this—————

see&en))— for the last ((two)) fiseal- year((s)) shall be audited.

SB 6285.SL p. 18
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. cor—the | fccal hall_t lited).
(i) If such proceeds exceed ((seven—hundred—fifty—thousand———

dollars;)—five _million dollars but are not more than twenty-five
million dollars, the balance sheets specified in (a)(i)(A) of this
subsection as of the end of the last two fiscal years and the related
financial statements specified in (a)(ii))(A) of this subsection
(M=) —and—b)i)—ef—this—section))—for—the—last two fiscal
years shall be audited.
(((dP—(iv) If _such proceeds exceed twenty-five million dollars,
the balance sheets specified in (a)(i)(A) of this subsection and the
related financial statements specified in (a)(ii)(A) of this subsection
for the last three fiscal years shall be audited.
(¢)  The financial statements of this subsection and such other
financial information as may be prescribed by the director shall be
prepared as to form and content in accordance with generally accepted
accounting principles and with the rules ((and regulations))—preseribed
by the director, and ((as previded—in—paragraph—{(c)r—aboeve)—whenr—— -
applicable , shall be audited by an independent certified public
accountant who is ((autherized—to—practice—under—thetaws—ofthestate ————
efWashingten))-registered and in good standing as a certified public
accountant under the laws of the place of his or her residence or

principal office and who is not an employee, officer, or member of the
board of directors of the issuer or a holder of the securities of the
issuer. ((Thep)—An audit report of such independent certified public

accountant shall be based upon an audit made in accordance with
generally accepted auditing standards ((with)). The—audit report shall

have no limitations on its scope unless expressly authorized in writing

by the director . The director may also verify such statements by
examining the issuer's books and records.

(15) The written consent of any accountant, engineer, appraiser,
attorney, or any person whose profession gives authority to a statement
made by him or her, who is named as having prepared or audited any part
of the registration statement or is named as having prepared or audited
a report or valuation for use in connection with the registration
statement.

Sec. 17. RCW 21.20.275 and 1979 ex.s. ¢ 68 s 16 are each amended
to read as follows:
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The director may in his or her discretion ((mail)) send ______ notice to
the registrant in any pending registration in which no action has been
taken for nine months immediately prior to the ((mailing)) serding——
such notice, advising such registrant that the pending registration
will be terminated thirty days from the date of ((mailing)) sendirg——
unless on or before ((said)the- __ termination date the registrant makes
application in writing to the director showing good cause why it should
be continued as a pending registration. If such application is not
made or good cause shown, the director shall terminate the pending
registration.

Sec. 18. RCW 21.20.310 and 1981 ¢ 27 2 s 5 are each amended to read
as follows:

RCW 21.20.140 through 21.20.300, inclusive, do not apply to any of
the following securities:

(1) Any security (including a revenue obligation) issued or
guaranteed by the United States, any state, any political subdivision
of a state, or any agency or corporate or other instrumentality of one
or more of the foregoing; or any certificate of deposit for any of the
foregoing; but this exemption does not include any security payable
solely from revenues to be received from a nongovernmental industrial
or commercial enterprise unless such payments are made or
unconditionally guaranteed by a person whose securities are exempt from
registration by subsections (7) or (8) of this section. PROVIDED, That
the director, by rule or order, may exempt any security payable solely
from revenues to be received from a nongovernmental industrial or
commercial enterprise if the director finds that registration with
respect to such securities is not necessary in the public interest and
for the protection of investors.

(2) Any security issued or guaranteed by Canada, any Canadian
province, any political subdivision of any such province, any agency or
corporate or other instrumentality of one or more of the foregoing, or
any other foreign government with which the United States currently
maintains diplomatic relations, if the security is recognized as a
valid obligation by the issuer or guarantor; but this exemption does
not include any security payable solely from revenues to be received
from a nongovernmental industrial or commercial enterprise unless such
payments shall be made or unconditionally guaranteed by a person whose

SB 6285.SL p. 20
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securities are exempt from registration by subsections (7) or (8) of
this section.

(3) Any security issued by and representing an interest in or a
debt of, or guaranteed by, any bank organized under the laws of the
United States, or any bank or trust company organized or supervised
under the laws of any state.

(4) Any security issued by and representing an interest in or a
debt of, or guaranteed by, any federal savings and loan association, or
any building and loan or similar association organized under the laws
of any state and authorized to do business in this state.

(5) Any security issued by and representing an interest in or a
debt of, or guaranteed by, any insurance company organized under the
laws of this state and authorized to do and actually doing business in
this state.

(6) Any security issued or guaranteed by any federal credit union
or any credit union, industrial loan association, or similar
association organized and supervised under the laws of this state.

(7) Any security issued or guaranteed by any railroad, other common
carrier, public utility, or holding company which is (a) subject to the
jurisdiction of the interstate commerce commission; (b) a registered
holding company under the public utility holding company act of 1935 or
a subsidiary of such a company within the meaning of that act; (c)
regulated in respect of its rates and charges by a governmental
authority of the United States or any state or municipality; or (d)
regulated in respect of the issuance or guarantee of the security by a
governmental authority of the United States, any state, Canada, or any
Canadian province; also equipment trust certificates in respect of
equipment conditionally sold or leased to a railroad or public utility,
if other securities issued by such railroad or public utility would be
exempt under this subsection.

(8) Any security which meets the criteria for investment grade
securities that the director may adopt by rule.

(9) Any prime quality negotiable commercial paper ((which))—net

intended to be marketed to the general public and not advertised for

sale to the general public that is of a type eligible for discounting

by federal reserve banks, that arises out of a current transaction or

the proceeds of which have been or are to be used for a

transaction, and ((whichy)—that evidences an obligation to pay cash

within nine months of the date of issuance, exclusive of days of grace,
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or any renewal of such paper which is likewise Ilimited, or any
guarantee of such paper or of any such renewal((, when sueh—eemmercial————

(10) Any investment contract issued in connection with an
employee’s stock purchase, savings, pension, profit-sharing, or similar
benefit plan if the director is notified in writing with a copy of the
plan thirty days before offering the plan to employees in this state.

In the event of late filing of notification the director may upon
application, for good cause excuse such late filing if he or she finds
it in the public interest to grant such relief.

(11) Any security issued by any person organized and operated as a
nonprofit organization as defined in RCW 84.36.800(4) exclusively for
religious, educational, fraternal, or charitable purposes and which
nonprofit organization also possesses a current tax exempt status under
the laws of the United States, which security is offered or sold only
to persons who, prior to their solicitation for the purchase of said
securities, were members of, contributors to, or listed as participants
in, the organization, or their relatives, if such nonprofit
organization first files a notice specifying the terms of the offering
and the director does not by order disallow the exemption within the
next ten full business days: PROVIDED, That no offerings may be made
until