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SUBSTI TUTE SENATE BI LL 6189

AS AMENDED BY THE HOUSE
Passed Legislature - 2004 Regul ar Session
State of WAshi ngt on 58th Legislature 2004 Regul ar Session

By Senate Committee on Judiciary (originally sponsored by Senators
Johnson, Kline, Esser and Roach)

READ FI RST TI ME 02/ 05/ 04.

AN ACT Rel ating to receiverships; anendi ng RCW 4. 28. 320, 6. 32.100,
6. 32. 150, 7. 08. 010, 7.08. 030, 7.56. 110, 11. 64. 022, 23B. 14. 320,
24.06. 305, 87.56.065, and 87.56.100; adding new sections to chapter
7.60 RCW adding a new section to chapter 31.12 RCW adding a new
section to chapter 35.07 RCW adding a new section to chapter 35A 15
RCW «creating new sections; and repealing RCW 4.28.081, 6.25.200,

6. 32. 290, 6.32.300, 6.32.310, 6.32.320, 6.32.330, 6.32.340, 6.32.350,
7.08.020, 7.08.050, 7.08.060, 7.08.070, 7.08.080, 7.08.090, 7.08.100,
7.08.110, 7.08.120, 7.08.130, 7.08.140, 7.08.150, 7.08.170, 7.08.180,
7.08.190, 7.08.200, 7.60.010, 7.60.020, 7.60.030, 7.60.040, 7.60.050,

23.72.010, 23.72.020, 23.72.030, 23.72.040, 23.72.050, 23.72.060,
24.03. 275, 24.03.280, 24.083.285, 24.03.310, 24.03.315, 24.03.320,
87.56.070, 87.56.080, 87.56.085, 87.56.090, 87.56.110, 87.56.120,
87.56. 130, 87.56.135, 87.56.140, 87.56.145, 87.56.150, and 87.56. 155.

BE | T ENACTED BY THE LEQ SLATURE OF THE STATE OF WASHI NGTON:
NEW SECTION. Sec. 1. PURPCSE. The purpose of this act is to

create nore conprehensive, streamined, and cost-effective procedures
applicable to proceedings in which property of a person is adm nistered

p. 1 SSB 6189. SL
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by the courts of this state for the benefit of creditors and other
persons having an interest therein.

NEW SECTION. Sec. 2. A new section is added to chapter 7.60 RCW
to read as foll ows:

DEFI NI TIONS. The definitions in this section apply throughout this
chapter unless the context requires otherw se.

(1) "Court" neans the superior court of this state in which the
recei vership i s pending.

(2) "Entity" means a person other than a natural person.

(3) "Estate" nmeans the entirety of the property with respect to
whi ch a receiver's appoi ntnent applies, but does not include trust fund
taxes or property of an individual person exenpt from execution under
the laws of this state. Estate property includes any nonexenpt
interest in property that is partially exenpt, including fee title to
property subject to a honestead exenption under chapter 6.13 RCW

(4) "Executory contract" neans a contract where the obligation of
both the person over whose property the receiver is appointed and the
other party to the contract are so far unperforned that the failure of
either party to the contract to conplete performance would constitute
a material breach of the contract, thereby excusing the other party's
performance of the contract.

(5 "Insolvent"” or "insolvency" neans a financial condition of a
person such that the sumof the person's debts and other obligations is
greater than all of that person's property, at a fair valuation,
exclusive of (a) property transferred, concealed, or renoved wth
intent to hinder, delay, or defraud any creditors of the person, and
(b) any property exenpt from execution under any statutes of this
state.

(6) "Lien" neans a charge against or interest in property to secure
paynment of a debt or the perfornmance of an obligation.

(7) "Notice and a hearing"” or any simlar phrase neans notice and
opportunity for a hearing.

(8) "Person" neans an individual, corporation, limted liability
conpany, general partnership, limted partnership, limted liability
partnership, association, governnental entity, or other entity, of any
ki nd or nature.

SSB 6189. SL p. 2
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(9) "Property” includes all right, title, and interests, both |egal
and equitable, and including any community property interest, in or
wth respect to any property of a person with respect to which a
receiver is appointed, regardless of the manner by which the property
has been or is acquired. "Property" includes any proceeds, products,
offspring, rents, or profits of or from property in the estate.
"Property" does not include any power that a person may exercise solely
for the benefit of another person or trust fund taxes.

(10) "Receiver" neans a person appointed by the court as the
court's agent, and subject to the court's direction, to take possessi on
of , manage, or dispose of property of a person.

(11) "Receivership" mneans the case in which the receiver 1is
appoi nt ed. "CGeneral receivership" neans a receivership in which a
general receiver 1is appointed. "Custodial receivership" neans a
recei vership in which a custodial receiver is appointed.

(12) "Security interest” neans a lien created by an agreenent.

(13) "State agent” and "state agency" neans any office, departnent,
di vi sion, bureau, board, comm ssion, or other agency of the state of
Washi ngton or of any subdivision thereof, or any individual acting in
an official capacity on behalf of any state agent or state agency.

(14) "Utility" means a person providing any service regul ated by
the utilities and transportati on conm ssion.

NEW SECTION. Sec. 3. A new section is added to chapter 7.60 RCW
to read as foll ows:

TYPES OF RECEI VERS. A receiver nust be either a general receiver
or a custodial receiver. A receiver nust be a general receiver if the
receiver is appointed to take possession and control of all or
substantially all of a person's property wth authority to liquidate
that property and, in the case of a business over which the receiver is
appoi nted, wind up affairs. A receiver nust be a custodial receiver if
the receiver is appointed to take charge of Iimted or specific
property of a person or is not given authority to |iquidate property.
The court shall specify in the order appointing a receiver whether the
receiver is appointed as a general receiver or as a custodial receiver.
When the sol e basis for the appointnent is the pendency of an action to
forecl ose upon a |lien against real property, or the giving of a notice
of a trustee's sale under RCW61.24.040 or a notice of forfeiture under

p. 3 SSB 6189. SL
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RCW 61. 30.040, the court shall appoint the receiver as a custodial
receiver. The court by order may convert either a general receivership
or a custodial receivership into the other.

NEW SECTION. Sec. 4. A new section is added to chapter 7.60 RCW
to read as foll ows:

APPO NTMENT OF RECEI VER (1) A receiver may be appointed by the
superior court of this state in the follow ng instances, but except in
any case in which a receiver's appointnent is expressly required by
statute, or any case in which a receiver's appointnment is sought by a
state agent whose authority to seek the appointnment of a receiver is
expressly conferred by statute, or any case in which a receiver's
appointment with respect to real property is sought under (b)(ii) of
this subsection, a receiver shall be appointed only if the court
additionally determnes that the appointnment of a receiver 1is
reasonably necessary and that other avail able renedies either are not
avai | abl e or are inadequat e:

(a) On application of any party, when the party is determned to
have a probable right to or interest in property that is a subject of
the action and in the possession of an adverse party, or when the
property or its revenue-producing potential is in danger of being | ost
or materially injured or inpaired. A receiver may be appointed under
this subsection (1)(a) whether or not the application for appointnent
of a receiver is conbined with, or is ancillary to, an action seeking
a noney judgnent or other relief;

(b) Provisionally, during the pendency of any action to forecl ose
upon any lien against or for forfeiture of any interest in real or
personal property, or after notice of a trustee's sale has been given
under RCW61.24.040, or after notice of forfeiture has been given under
RCW 61. 30. 040, on application of any person, when the interest in the
property that is the subject of foreclosure or forfeiture of the person
seeking the receiver's appointnent is determned to be probable and
ei ther:

(1) The property or its revenue-produci ng potential is in danger of
being lost or materially injured or inpaired; or

(1i) The appointnment of a receiver wth respect to the real or
personal property that is the subject of the action, the notice of

SSB 6189. SL p. 4
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trustee's sale or notice of forfeiture is provided for by agreenent or
is reasonably necessary to effectuate or enforce an assignnent of rents
or other revenues fromthe property;

(c) After judgnent, in order to give effect to the judgnent;

(d) To dispose of property according to provisions of a judgnment
dealing with its disposition;

(e) To the extent that property is not exenpt from execution, at
the instance of a judgnment creditor either before or after the issuance
of any execution, to preserve or protect it, or prevent its transfer;

(f) If and to the extent that property is subject to execution to
satisfy a judgnent, to preserve the property during the pendency of an
appeal, or when an execution has been returned unsatisfied, or when an
order requiring a judgnent debtor to appear for proceedings
suppl enental to judgnent has been issued and the judgnent debtor fails
to submt to exam nation as ordered,

(g) Upon an attachnent of real or personal property when the
property attached is of a perishable nature or is otherw se in danger
of waste, inpairnent, or destruction, or where the abandoned property's
owner has absconded with, secreted, or abandoned the property, and it
Is necessary to collect, conserve, nanage, control, or protect it, or
to dispose of it pronptly, or when the court determnes that the nature
of the property or the exigency of the case otherw se provides cause
for the appointnent of a receiver;

(h) I'n an action by a transferor of real or personal property to
avoid or rescind the transfer on the basis of fraud, or in an action to
subj ect property or a fund to the paynent of a debt;

(i) I'n an action against any person who is not an individual if the
object of the action is the dissolution of that person, or if that
person has been dissolved, or if that person is insolvent or is not
generally paying the person's debts as those debts becone due unless
they are the subject of bona fide dispute, or if that person is in
i mm nent danger of insolvency;

(j) I'n accordance with RCW7.08.030 (4) and (6), in cases in which
a general assignnent for the benefit of creditors has been nade;

(k) I'n quo warranto proceedi ngs under chapter 7.56 RCW

(1) As provided under RCW 11. 64. 022;

(m In an action by the departnent of |icensing under RCW
18.35.220(3) wth respect to persons engaged in the business of

p. 5 SSB 6189. SL
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di spensing of hearing aids, RCW 18.85.350 in the case of persons
engaged in the business of a real estate broker, associate real estate
broker, or real estate sal esperson, or RCW 19.105.470 with respect to
persons engaged in the business of canping resorts;

(n) I'n an action under RCW 18.44.470 or 18.44.490 in the case of
persons engaged in the business of escrow agents;

(o) Upon a petition with respect to a nursing honme in accordance
with and subject to receivership provisions under chapter 18.51 RCW

(p) Under RCW 19.40.071(3), in connection with a proceeding for
relief with respect to a transfer fraudulent as to a creditor or
creditors;

(g) Under RCW 19.100.210(1), in an action by the attorney general
or director of financial institutions to restrain any actual or
threatened violation of the franchise investnent protection act;

(r) In an action by the attorney general or by a prosecuting
attorney under RCW 19.110.160 with respect to a seller of business
opportunities;

(s) In an action by the director of financial institutions under
RCW 21. 20. 390 in cases involving actual or threatened violations of the
securities act of Washington or under RCW 21.30.120 in cases involving
actual or threatened violations of chapter 21.30 RCWw th respect to
certain businesses and transactions involving commodities;

(t) In an action for dissolution of a business corporation under
RCW 23B.14.310 or 23B.14.320, for dissolution of a nonprofit
corporation wunder RCW 24.03.270, for dissolution of a nutua
corporation under RCW 24.06.305, or in any other action for the
di ssolution or winding up of any other entity provided for by Title 23,
23B, 24, or 25 RCW

(u) I'n any action in which the dissolution of any public or private
entity is sought, in any action involving any dispute with respect to
t he ownershi p or governance of such an entity, or upon the application
of a person having an interest in such an entity when the appoi nt nent
is reasonably necessary to protect the property of the entity or its
busi ness or other interests;

(v) Under RCW 25.05.215, in aid of a charging order with respect to
a partner's interest in a partnership;

(w) Under and subject to RCW 30.44.100, 30.44.270, and 30.56. 030,

SSB 6189. SL p. 6
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in the case of a bank or trust conpany or, under and subject to RCW
32.24.070 through 32.24.090, in the case of a nutual savings bank;

(x) Under and subject to RCW 31.12.637 and 31.12.671 through
31.12.724, in the case of credit unions;

(y) Upon the application of the director of financial institutions
under RCW 31.35.090 in actions to enforce chapter 31.35 RCW applicable
to agricultural Ienders, under RCW 31.40.120 in actions to enforce
chapter 31.40 RCW applicable to entities engaged in federally
guaranteed small business |oans, under RCW 31.45.160 in actions to
enforce chapter 31.45 RCW applicable to persons licensed as check
cashers or check sellers, or under RCW 19.230.230 in actions to enforce
chapter 19.230 RCW applicable to persons |icensed under the uniform
noney services act;

(z) Under RCW 35.82.090 or 35.82.180, with respect to a housing
proj ect ;

(aa) Under RCW 39.84. 160 or 43.180.360, in proceedings to enforce
rights under any revenue bonds issued for the purpose of financing
i ndustrial developnment facilities or bonds of the Wshington state
housi ng fi nance comm ssion, or any financing docunent securing any such
bonds;

(bb) Under and subject to RCW 43.70.195, in an action by the
secretary of health or by a local health officer with respect to a
public water system

(cc) As contenplated by RCW 61.24.030, wth respect to real
property that is the subject of nonjudicial foreclosure proceedings
under chapter 61.24 RCW

(dd) As contenplated by RCW 61.30.030(3), with respect to real
property that is the subject of judicial or nonjudicial forfeiture
proceedi ngs under chapter 61.30 RCW

(ee) Under RCW64.32.200(2), in an action to foreclose upon a lien
for common expenses against a dwelling unit subject to the horizontal
property regimes act, chapter 64.32 RCW

(ff) Under RCW 64.34.364(10), in an action by a unit owners'
association to foreclose a lien for nonpaynent of delinquent
assessnents agai nst condom ni um units;

(gg) Upon application of the attorney general under RCW
64. 36.220(3), in aid of any wit or order restraining or enjoining
viol ations of chapter 64.36 RCWapplicable to tineshares;

p. 7 SSB 6189. SL
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(hh) Under RCW 70.95A.050(3), in aid of the enforcenent of paynent
or performance of nunicipal bonds issued with respect to facilities
used to abate, control, or prevent pollution;

(1i) Upon the application of the department of social and health
servi ces under RCW 74.42.580, in cases involving nursing hones;

(Jj) Upon the application of the wutilities and transportation
conmmi ssion under RCW 80.28.040, with respect to a water conpany that
has failed to conply with an order of such comm ssion within the tine
deadl i ne specified therein;

(kk) Under RCW87.56.065, in connection with the dissolution of an
irrigation district;

(I'l') Upon application of the attorney general or the departnent of
licensing, in any proceeding that either of them are authorized by
statute to bring to enforce Title 18 or 19 RCW the securities act of
Washi ngton, chapter 21.20 RCW the Washi ngton commodities act, chapter
21.30 RCW the land devel opnent act, chapter 58.19 RCW or under
chapter 64.36 RCWrelating to the regulation of tineshares;

(nmm Upon application of the director of financial institutions in
any proceeding that the director of financial institutions 1is
aut horized to bring to enforce chapters 31.35, 31.40, and 31.45 RCW or

(nn) In such other cases as nmay be provided for by law, or when, in
the discretion of the court, it my be necessary to secure anple
justice to the parties.

(2) The superior courts of this state shall appoint as receiver of
property located in this state a person who has been appointed by a
federal or state court |ocated el sewhere as receiver with respect to
the property specifically or with respect to the owner's property
general ly, upon the application of the person or of any party to that
forei gn proceeding, and foll ow ng the appointnment shall give effect to
orders, judgnents, and decrees of the foreign court affecting the
property in this state held by the receiver, unless the court
determnes that to do so would be manifestly unjust or inequitable
The venue of such a proceeding may be any county in which the person
resides or maintains any office, or any county in which any property
over which the receiver is to be appointed is |located at the tine the
proceedi ng i s conmenced.

(3) At least seven days' notice of any application for the
appoi ntment of a receiver shall be given to the owner of property to be

SSB 6189. SL p. 8
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subject thereto and to all other parties in the action, and to other
parties in interest as the court may require. If any execution by a
judgment creditor under Title 6 RCW or any application by a judgnent
creditor for the appointnment of a receiver, wth respect to property
over which the receiver's appointnent is sought, is pending in any
other action at the tine the application is nmade, then notice of the
application for the receiver's appointnent also shall be given to the
judgnent creditor in the other action. The court may shorten or expand
the period for notice of an application for the appointnent of a
recei ver upon good cause shown.

(4) The order appointing a receiver in all cases shall reasonably
describe the property over which the receiver is to take charge, by
category, individual itens, or both if the receiver is to take charge
of less than all of the owner's property. If the order appointing a
receiver does not expressly |imt the receiver's authority to
desi gnated property or categories of property of the owner, the
receiver is a general receiver with the authority to take charge over
all of the owner's property, wherever | ocated.

(5) The court may condition the appointnent of a receiver upon the
giving of security by the person seeking the receiver's appointnent, in
such amount as the court may specify, for the paynent of costs and
damages incurred or suffered by any person should it Jlater be
determned that the appointnent of the receiver was wongfully
obt ai ned.

NEW SECTION. Sec. 5. A new section is added to chapter 7.60 RCW
to read as foll ows:

ELIG@ BILITY TO SERVE AS RECElI VER Except as provided in this
chapter or otherw se by statute, any person, whether or not a resident
of this state, may serve as a receiver, with the exception that a
person may not be appointed as a receiver, and shall be replaced as
receiver if already appointed, if it should appear to the court that
t he person:

(1) Has been convicted of a felony or other crinme involving noral
turpitude or is controlled by a person who has been convicted of a
felony or other crine involving noral turpitude;

(2) Is a party to the action, or is a parent, grandparent, child,
grandchild, sibling, partner, director, officer, agent, attorney,

p. 9 SSB 6189. SL
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enpl oyee, secured or unsecured creditor or lienor of, or holder of any
equity interest in, or controls or is controlled by, the person whose
property is to be held by the receiver, or who is the agent or attorney
of any disqualified person;

(3) Has an interest materially adverse to the interest of persons
to be affected by the receivership generally; or

(4) Is the sheriff of any county.

NEW SECTION. Sec. 6. A new section is added to chapter 7.60 RCW
to read as foll ows:

RECEI VER S BOND. Except as otherw se provided for by statute or
court rule, before entering upon duties of receiver, a receiver shal
execute a bond with one or nore sureties approved by the court, in the
anount the court specifies, conditioned that the receiver wll
faithfully discharge the duties of receiver in accordance with orders
of the court and state law. Unless otherw se ordered by the court, the
receiver's bond runs in favor of all persons having an interest in the
recei vershi p proceeding or property held by the receiver and in favor
of state agencies. The receiver's bond nust provide substantially as
fol | ows:

[ Case Capti on]
RECEI VER' S BOND
TO WVHOM | T MAY CONCERN

KNOW ALL BY THESE PRESENTS, that . . . . . . . ., as
Principal, and . . . . . . . ., as Surety, are held and firmy
bound in the anount of . . . . . . . . Dollars
($. . . . . . . .) for the faithful performance by Princi pal
of the Principal's duties as receiver with respect to property
of . . . . . . . . in accordance with order(s) of such court
previously or hereafter entered in the above-captioned
proceeding and state |[|aw If the Principal faithfully

di scharges the duties of receiver in accordance with such
orders, this obligation shall be void, but otherwise it wll
remain in full force and effect.

Dated this . . . day of . . . . . . . .,

SSB 6189. SL p. 10
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[ Signature of Receiver]

[ Signature of Surety]
The court, in lieu of a bond, may approve the posting of alternative
security, such as a letter of credit or a deposit of funds with the
clerk of the court, to be held by the clerk to secure the receiver's
faithful performance of the receiver's duties in accordance with orders
of the court and state law until the court authorizes the rel ease or
return of the deposited sunms. No part of the property over which the

receiver is appointed nay be used in making the deposit; however, any
interest that nmay accrue on a deposit ordered by the court shall be

remtted to the receiver upon the receiver's discharge. A claim
against the bond shall be nade within one year from the date the
recei ver is discharged. Clains by state agencies against the bond

shal | have priority.

NEW SECTION. Sec. 7. A new section is added to chapter 7.60 RCW
to read as foll ows:

PONERS OF THE COURT. Except as otherwi se provided for by this
chapter, the court in all cases has exclusive authority over the

receiver, and the exclusive possession and right of control wth
respect to all real property and all tangi ble and intangi bl e personal
property with respect to which the receiver is appointed, wherever
| ocated, and the exclusive jurisdiction to determne all controversies
relating to the collection, preservation, application, and distribution
of all the property, and all clains against the receiver arising out of
the exercise of the receiver's powers or the performance of the
receiver's duties. However, the court does not have exclusive
jurisdiction over actions in which a state agency is a party and in
which a statute expressly vests jurisdiction or venue el sewhere.

NEW SECTION. Sec. 8. A new section is added to chapter 7.60 RCW
to read as foll ows:

PONERS AND DUTI ES OF RECElI VER GENERALLY. (1) A receiver has the
followng powers and authority in addition to those specifically
conferred by this chapter or otherwi se by statute, court rule, or court
order:

p. 11 SSB 6189. SL
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(a) The power to incur or pay expenses incidental to the receiver's
preservation and use of the property wth respect to which the
appoi ntnent applies, and otherwise in the perfornmance of the receiver's
duties, including the power to pay obligations incurred prior to the
receiver's appointnent if and to the extent that paynent is determ ned
by the receiver to be prudent in order to preserve the value of
property in the receiver's possession and the funds used for this
purpose are not subject to any lien or right of setoff in favor of a
creditor who has not consented to the paynment and whose interest is not
ot herwi se adequat el y protected;

(b) I'f the appointnent applies to all or substantially all of the
property of an operating business or any revenue-produci ng property of
any person, to do all things which the owner of the business or
property mght do in the ordinary course of the operation of the
busi ness as a going concern or use of the property including, but not
limted to, the purchase and sal e of goods or services in the ordinary
course of such business, and the incurring and paynent of expenses of
t he business or property in the ordinary course;

(c) The power to assert any rights, clains, or choses in action of
the person over whose property the receiver is appointed relating
thereto, if and to the extent that the clains are thensel ves property
within the scope of the appointnent or relate to any property, to
maintain in the receiver's nane or in the nane of such a person any
action to enforce any right, claim or chose in action, and to
intervene in actions in which the person over whose property the
receiver is appointed is a party for the purpose of exercising the
powers under this subsection (1)(c);

(d) The power to intervene in any action in which a claimis
asserted against the person over whose property the receiver 1is
appointed relating thereto, for the purpose of prosecuting or defending
the claim and requesting the transfer of venue of the action to the
court. However, the court shall not transfer actions in which both a
state agency is a party and as to which a statute expressly vests
jurisdiction or venue el sewhere. This power is exercisable with court
approval in the case of a liquidating receiver, and wth or wthout
court approval in the case of a general receiver;

(e) The power to assert rights, clains, or choses in action of the
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receiver arising out of transactions in which the receiver is a
partici pant;

(f) The power to pursue in the nane of the receiver any clai munder
chapter 19.40 RCW assertable by any creditor of the person over whose
property the receiver is appointed, if pursuit of the claim is
determ ned by the receiver to be appropriate;

(g) The power to seek and obtain advice or instruction from the
court with respect to any course of action with respect to which the
receiver is uncertain in the exercise of the receiver's powers or the
di scharge of the receiver's duties;

(h) The power to obtain appraisals with respect to property in the
hands of the receiver;

(i) The power by subpoena to conpel any person to submt to an
exam nation under oath, in the manner of a deposition in a civil case,
with respect to estate property or any other matter that may affect the
adm ni stration of the receivership; and

(j) O her powers as may be conferred upon the receiver by the court
or otherwi se by statute or rule.

(2) A receiver has the followng duties in addition to those
specifically conferred by this chapter or otherw se by statute or court
rul e:

(a) The duty to notify all federal and state taxing and applicable
regul atory agencies of the receiver's appointnent in accordance wth
any applicable laws inposing this duty, including but not limted to 26
U S C Sec. 6036 and RCW 51.14.073, 51.16.160, and 82.32.240, or any
successor statutes;

(b) The duty to conply with state | aw,

(c) If the receiver is appointed with respect to any real property,
the duty to file with the auditor of the county in which the real
property is located, or the registrar of |lands in accordance with RCW
65.12.600 in the case of registered lands, a certified copy of the
order of appointnent, together with a l|legal description of the real
property if one is not included in that order; and

(d) OGher duties as the receiver may be directed to performby the
court or as may be provided for by statute or rule.

(3) The various powers and duties of a receiver provided for by
this chapter may be expanded, nodified, or limted by order of the
court for good cause shown.
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NEW SECTION. Sec. 9. A new section is added to chapter 7.60 RCW
to read as foll ows:

TURNOVER OF PROPERTY. Upon denmand by a receiver appointed under
this chapter, any person shall turn over any property over which the
recei ver has been appointed that is within the possession or control of
t hat person unl ess otherw se ordered by the court for good cause shown.
A receiver by notion may seek to conpel turnover of estate property
unl ess there exists a bona fide dispute with respect to the existence
or nature of the receiver's interest in the property, in which case
turnover shall be sought by neans of an action under section 18 of this
act . In the absence of a bona fide dispute with respect to the
receiver's right to possession of estate property, the failure to
relinqui sh possession and control to the receiver shall be punishable
as a contenpt of the court.

NEW SECTION. Sec. 10. A new section is added to chapter 7.60 RCW
to read as foll ows:

DUTI ES OF PERSON OVER WHOSE PROPERTY THE RECEI VER | S APPQO NTED.
The person over whose property the receiver is appointed shall:

(1) Assist and cooperate fully wth the receiver in the
admnistration of the estate and the discharge of the receiver's
duties, and conply with all orders of the court;

(2) Supply to the receiver information necessary to enable the
receiver to conplete any schedul es that the receiver may be required to
file under section 11 of this act, and otherw se assist the receiver in
the conpl etion of the schedul es;

(3) Upon the receiver's appointnment, deliver into the receiver's
possession all of +the property of the estate in the person's
possession, custody, or control, including, but not limted to, all
accounts, books, papers, records, and other docunents; and

(4) Follow ng the receiver's appointnent, submt to exam nation by
the receiver, or by any other person upon order of the court, under
oath, ~concerning the acts, conduct, ©property, liabilities, and
financial condition of that person or any matter relating to the
receiver's admnistration of the estate.

When t he person over whose property the receiver is appointed is an
entity, each of the officers, directors, managers, nenbers, partners,

SSB 6189. SL p. 14
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or other individuals exercising or having the power to exercise control
over the affairs of the entity are subject to the requirenents of this
section.

NEW SECTION. Sec. 11. A new section is added to chapter 7.60 RCW
to read as foll ows:

SCHEDULES OF PROPERTY AND LIABILITIES -1 NVENTORY OF PROPERTY- -
APPRAI SALS. (1) In the event of a general assignnent of property for
the benefit of creditors under chapter 7.08 RCW the assignnent shall
have annexed as schedule a true list of all of the person's known
creditors, their miling addresses, the anount and nature of their
clainms, and whether their clains are disputed; and as schedule B a true
list of all property of the estate, including the estimated |iquidation
value and location of the property and, if real property, a lega
description thereof, as of the date of the assignnent.

(2) In all other cases, within twenty days after the date of
appoi ntnment of a general receiver, the receiver shall file as schedul e
A atrue list of all of the known creditors and applicable regul atory
and taxing agencies of the person over whose assets the receiver is
appointed, their miling addresses, the anount and nature of their
clainms, and whether their clains are disputed; and as schedule B a true
list of all property of the estate identifiable by the receiver,
including the estimated |iquidation value and | ocation of the property
and, if real property, a legal description thereof, as of the date of
appoi ntment of the receiver.

(3) The schedul es nust be in substantially the follow ng forns:

SCHEDULE A--CREDITOR LIST
1. List al creditors having security interests or liens, showing:
Name Address Amount Collateral Whether or not disputed

2. List al wages, salaries, commissions, or contributions to an employee benefit plan owed, showing:
Name Address Amount Whether or not disputed

3. List al consumer deposits owed, showing:
Name Address Amount Whether or not disputed

4. List all taxes owed, showing:

Name Address Amount Whether or not disputed

p. 15 SSB 6189. SL
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5. List al unsecured claims, showing:
Name Address Amount Whether or not disputed

6. List al owners or shareholders, showing:

Name Address Percentage of Ownership

7. List al applicable regulatory agencies, showing:

Name Address

SCHEDULE B--LIST OF PROPERTY
List each category of property and for each give approximate value obtainable for the asset on the date of

assignment/appointment of the receiver, and address where asset is located.

I. Nonexempt Property
Description Liquidation Vaue on Date of

and Location Assignment/Appointment of Receiver

1. Lega Description and
street address of real
property, including
leasehold interests:

2. Fixtures:

Cash and bank

w

accounts:
Inventory:
Accounts receivable:

Equipment:

N o o &

Prepaid expenses,
including deposits,
insurance, rents, and
utilities:

8. Other, including loans
to third parties,
claims, and chosesin

action:

I. Exempt Property

Description Liquidation Value on Date of

and Location A sggnment/Appointment of Receiver

SSB 6189. SL p. 16
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| DECLARE under penalty of perjury under the laws of the state of Washington that the foregoing is true, correct,
and complete to the best of my knowledge. DATED this...dayof ........ ..., a ......., stateof .........

[SIGNATURE]

(4) Wien schedules are filed by a person making a general
assi gnment of property for the benefit of creditors under chapter 7.08
RCW the schedul es shall be duly verified upon oath by such person.

(5) The receiver shall obtain an appraisal or other independent
val uation of the property in the receiver's possession if ordered by
t he court.

(6) The receiver shall file a conplete inventory of the property in
the receiver's possession if ordered by the court.

NEW SECTION. Sec. 12. A new section is added to chapter 7.60 RCW
to read as foll ows:

RECEI VER S REPORTS. A general receiver shall file with the court
a nmonthly report of the receiver's operations and financial affairs
unl ess otherw se ordered by the court. Except as otherw se ordered by
the court, each report of a general receiver shall be due by the | ast
day of the subsequent nonth and shall include the foll ow ng:

(1) A bal ance sheet;

(2) A statenent of incone and expenses;

(3) A statenment of cash receipts and di sbursenents;

(4) A statenent of accrued accounts receivable of the receiver.
The statenment shall disclose anmounts considered to be uncoll ectabl e;

(5) A statenent of accounts payable of the receiver, including
prof essional fees. The statenent shall list the nane of each creditor
and the amobunts owi ng and remai ning unpaid over thirty days; and

(6) A tax disclosure statenent, which shall list postfiling taxes

due or tax deposits required, the nane of the taxing agency, the anount
due, the date due, and an explanation for any failure to make paynents
or deposits.

A custodial receiver shall file with the court all such reports the
court may require.

NEW SECTION. Sec. 13. A new section is added to chapter 7.60 RCW
to read as foll ows:

p. 17 SSB 6189. SL
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AUTOVATI C STAY OF CERTAIN PROCEEDI NGS. (1) Except as otherw se
ordered by the court, the entry of an order appointing a general
receiver or a custodial receiver with respect to all of a person's
property shall operate as a stay, applicable to all persons, of:

(a) The conmmencenent or continuation, including the issuance or
enpl oynent of process, of a judicial, admnistrative, or other action
or proceedi ng agai nst the person over whose property the receiver is
appoi nted that was or coul d have been commenced before the entry of the
order of appointnent, or to recover a claim against the person that
arose before the entry of the order of appointnent;

(b) The enforcenent, against the person over whose property the
receiver is appointed or any estate property, of a judgnent obtained
before the order of appointnent;

(c) Any act to obtain possession of estate property from the
receiver, or to interfere wth, or exercise control over, estate
property;

(d) Any act to create, perfect, or enforce any lien or claim
agai nst estate property except by exercise of a right of setoff, to the
extent that the lien secures a claim against the person that arose
before the entry of the order of appointnent; or

(e) Any act to collect, assess, or recover a claim against the
person that arose before the entry of the order of appointnent.

(2) The stay shall automatically expire as to the acts specified in
subsection (1)(a), (b), and (e) of this section sixty days after the
entry of the order of appointnment unless before the expiration of the
si xty-day period the receiver, for good cause shown, obtains an order
of the court extending the stay, after notice and a hearing. A person
whose action or proceeding is stayed by notion to the court nmay seek
relief from the stay for good cause shown. Any judgnent obtained
agai nst the person over whose property the receiver is appointed or
estate property followng the entry of the order of appointnent is not
a lien against estate property unless the receivership is term nated
prior to a conveyance of the property against which the judgnent would
ot herwi se constitute a |ien.

(3) The entry of an order appointing a receiver does not operate as
a stay of:

(a) The commencenent or continuation of a crimnal proceeding
agai nst the person over whose property the receiver is appointed,

SSB 6189. SL p. 18
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(b) The comrencenent or continuation of an action or proceeding to
establish paternity, or to establish or nodify an order for alinony,
mai nt enance, or support, or to collect alinony, maintenance, or support
under any order of a court;

(c) Any act to perfect, or to maintain or continue the perfection
of, an interest in estate property if the interest perfected would be
effective against a creditor of the person over whose property the
receiver is appointed holding at the tinme of the entry of the order of
appointment either a perfected nonpurchase noney security interest
under chapter 62A. 9A RCW agai nst the property involved, or a lien by
attachnent, levy, or the like, whether or not such a creditor exists.
| f perfection of an interest would require seizure of the property

i nvol ved or the comrencenent of an action, the perfection shall instead
be acconplished by filing, and by serving upon the receiver, or
receiver's counsel, if any, notice of the interest within the tinme

fixed by law for seizure or comrencenent;

(d) The conmmencenent or continuation of an action or proceedi ng by
a governnental unit to enforce its police or regulatory power;

(e) The enforcenment of a judgnent, other than a noney |udgnent,
obtained in an action or proceeding by a governnental unit to enforce
its police or regulatory power, or with respect to any |licensure of the
person over whose property the receiver is appointed,

(f) The exercise of a right of setoff, including but not limted to
(i) any right of a commodity broker, forward contract nerchant,
st ockbroker, financial institution, or securities clearing agency to
set off a claimfor a margin paynent or settlenent paynent arising out
of a comopdity contract, forward contract, or securities contract
agai nst cash, securities, or other property held or due from the
comodity broker, forward contract nerchant, stockbroker, financial
institution, or securities clearing agency to mnargin, guarantee,
secure, or settle the comobdity contract, forward contract, or
securities contract, and (ii) any right of a swap participant to set
off a claim for a paynent due to the swap participant under or in
connection with a swap agreenent agai nst any paynent due fromthe swap
partici pant under or in connection with the swap agreenent or agai nst
cash, securities, or other property of the debtor held by or due from
the swap participant to guarantee, secure, or settle the swap
agreenent; or
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(g) The establishnment by a governnental unit of any tax liability
and any appeal thereof.

NEW SECTION. Sec. 14. A new section is added to chapter 7.60 RCW
to read as foll ows:

UTI LI TY SERVI CE. A utility providing service to estate property
may not alter, refuse, or discontinue service to the property w thout
first giving the receiver fifteen days' notice of any default or
intention to alter, refuse, or discontinue service to estate property.
This section does not prohibit the court, upon notion by the receiver,
to prohibit the alteration or cessation of wutility service if the
receiver can furnish adequate assurance of paynent, in the form of
deposit or other security, for service to be provided after entry of
t he order appointing the receiver.

NEW SECTION. Sec. 15. A new section is added to chapter 7.60 RCW
to read as foll ows:

EXECUTORY CONTRACTS AND UNEXPI RED LEASES. (1) A general receiver
may assune or reject any executory contract or unexpired | ease of the
person over whose property the receiver is appointed upon order of the
court followng notice to the other party to the contract or |ease upon
notice and a hearing. The court may condition assunption or rejection
of any executory contract or unexpired lease on the terns and
conditions the court believes are just and proper under the particul ar
ci rcunstances of the case. A general receiver's performance of an
executory contract or unexpired |ease prior to the court's
authorization of its assunption or rejection shall not constitute an
assunption of the contract or |ease, or an agreenment by the receiver to
assunme it, nor otherw se preclude the receiver thereafter from seeking
the court's authority to reject it.

(2) Any obligation or liability incurred by a general receiver on
account of the receiver's assunption of an executory contract or
unexpired | ease shall be treated as an expense of the receivership. A
general receiver's rejection of an executory contract or unexpired
| ease shall be treated as a breach of the contract or |ease occurring
i medi ately prior to the receiver's appointnent; and the receiver's
right to possess or use property pursuant to any executory contract or
| ease shall term nate upon rejection of the contract or | ease. The
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other party to an executory contract or unexpired lease that is
rejected by a general receiver may take such steps as nmay be necessary
under applicable law to term nate or cancel the contract or |ease. The
claimof a party to an executory contract or unexpired | ease resulting
from a general receiver's rejection of it shall be served upon the
receiver in the manner provided for by section 23 of this act within
thirty days followi ng the rejection.

(3) A general receiver's power under this section to assunme an
executory contract or unexpired |lease shall not be affected by any
provision in the contract or |ease that would effect or permt a
forfeiture, nodification, or termnation of it on account of either the
receiver's appointnent, the financial condition of the person over
whose property the receiver is appointed, or an assignnment for the
benefit of creditors by that person.

(4) A general receiver may not assume an executory contract or
unexpired |ease of the person over whose property the receiver is
appoi nted wi thout the consent of the other party to the contract or
| ease if:

(a) Applicable | aw woul d excuse a party, other than the person over
whose property the receiver is appointed, from accepting performance
fromor rendering performance to anyone other than the person even in
the absence of any provisions in the contract or |ease expressly
restricting or prohibiting an assignnent of the person's rights or the
performance of the person's duties;

(b) The contract or lease is a contract to nake a |oan or extend
credit or financial accommodations to or for the benefit of the person
over whose property the receiver is appointed, or to issue a security
of the person; or

(c) The executory contract or |ease expires by its own terns, or
under applicable law prior to the receiver's assunption thereof.

(5) A receiver may not assign an executory contract or unexpired
| ease without assumng it, absent the consent of the other parties to
the contract or |ease.

(6) If the receiver rejects an executory contract or unexpired
| ease for

(a) The sale of real property under which the person over whose
property the receiver is appointed is the seller and the purchaser is
i n possession of the real property;
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(b) The sale of a real property tineshare interest under which the
person over whose property the receiver is appointed is the seller;

(c) The license of intellectual property rights under which the
person over whose property the receiver is appointed is the |icensor;
or

(d) The lease of real property in which the person over whose
property the receiver is appointed is the |essor;

then the purchaser, licensee, or |lessee may treat the rejection as a
termnation of the <contract, |I|icense agreenent, or |ease, or
alternatively, the purchaser, |licensee, or lessee nmay remain in
possession in which case the purchaser, |icensee, or |essee shall

continue to performall obligations arising thereunder as and when they
may fall due, but may offset against any paynents any damages occurring
on account of the rejection after it occurs. The purchaser of rea

property in such a case is entitled to receive from the receiver any
deed or any other instrunment of conveyance which the person over whose
property the receiver is appointed is obligated to deliver under the
executory contract when the purchaser becones entitled to receive it,
and the deed or instrunment has the same force and effect as if given by
the person. A purchaser, |licensee, or |lessee who elects to renmain in
possessi on under the terns of this subsection has no rights against the
receiver on account of any damages arising from the receiver's
rejection except as expressly provided for by this subsection. A
purchaser of real property who elects to treat rejection of an
executory contract as a termnation has a lien against the interest in
that real property of the person over whose property the receiver is
appointed for the recovery of any portion of the purchase price that
t he purchaser has paid.

(7) Any contract with the state shall be deened rejected if not
assunmed within sixty days of appointnent of a general receiver unless
the receiver and state agency agree to its assunption.

(8 Nothing in this chapter affects the enforceability of
anti assi gnnent prohibitions provided under contract or applicable |aw

NEW SECTION. Sec. 16. A new section is added to chapter 7.60 RCW
to read as foll ows:

RECEI VERSHI P FI NANCI NG (1) If a receiver is authorized to operate
t he business of a person or nmanage a person's property, the receiver
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may obtain unsecured credit and incur unsecured debt in the ordinary
course of business allowabl e under section 25(1)(a) of this act as an
adm ni strative expense of the receiver w thout order of the court.

(2) The court, after notice and a hearing, may authorize a receiver
to obtain credit or incur indebtedness other than in the ordinary
course of business. The court may allow the receiver to nortgage,
pl edge, hypot hecate, or otherw se encunber estate property as security
for repaynment of any indebtedness that the receiver may incur.

NEW SECTION. Sec. 17. A new section is added to chapter 7.60 RCW
to read as foll ows:

ABANDONMENT OF PROPERTY. The receiver, or any party in interest,
upon order of the court followng notice and a hearing, and upon the
conditions or ternms the court considers just and proper, may abandon
any estate property that is burdensone to the receiver or is of
i nconsequential value or benefit. However, a receiver nmay not abandon
property that is a hazard or potential hazard to the public in
contravention of a state statute or rule that is reasonably designed to
protect the public health or safety fromidentified hazards, including
but not limted to chapters 70.105 and 70.105D RCW Property that is
abandoned no | onger constitutes estate property.

NEW SECTION. Sec. 18. A new section is added to chapter 7.60 RCW
to read as foll ows:

ACTI ONS BY AND AGAI NST THE RECElI VER OR AFFECTI NG PROPERTY HELD BY
RECEI VER (1) The receiver has the right to sue and be sued in the
receiver's capacity as such, wthout |eave of court, in all cases
necessary or proper for the conduct of the receivership. However,
action seeking to dispossess the receiver of any estate property or
otherwise to interfere with the receiver's managenent or control of any
estate property nmay not be mai ntai ned or continued unless permtted by
order of the court obtained upon notice and a hearing.

(2) Litigation by or against a receiver is adjunct to the
recei vership case. The clerk of the court shall assign a cause nunber
that reflects the relationship of any litigation to the receivership
case. All pleadings in adjunct litigation shall include the cause
nunber of the receivership case as well as the adjunct litigation
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nunber assigned by the clerk of the court. Al adjunct litigation
shall be referred to the judge, if any, assigned to the receivership
case.

(3) The receiver may be joined or substituted as a party in any
suit or proceeding that was pending at the tinme of the receiver's
appoi ntment and in which the person over whose property the receiver is
appointed is a party, upon application by the receiver to the court or
agency before which the action is pending.

(4) Venue for adjunct litigation by or against the receiver shal
lie in the court in which the receivership is pending, if the courts of
this state have jurisdiction over the cause. Actions in other courts
in this state shall be transferred to the court upon the receiver's
filing of a nmotion for change of venue, provided that the receiver
files the nmotion within thirty days follow ng service of original
process upon the receiver. However, actions in other courts or foruns
in which a state agency is a party shall not be transferred on request
of the receiver absent consent of the affected state agency or grounds
provi ded under other applicable |aw

(5) Action by or against a receiver does not abate by reason of
death or resignation of the receiver, but continues against the
successor receiver or against the entity in receivership, if a
successor receiver is not appointed.

(6) Wienever the assets of any donmestic or foreign corporation,
that has been doing business in this state, has been placed in the
hands of any general receiver and the receiver is in possession of its
assets, service of all process upon the corporation nay be nade upon
the receiver.

(7) A judgnent against a general receiver is not a lien on the
property or funds of the receivership, nor shall any execution issue
t hereon, but upon entry of the judgnent in the court in which a general
receivership is pending, or upon filing in a general receivership of a
certified copy of the judgnent from another jurisdiction, the judgnent
shall be treated as an allowed claimin the receivership. A judgnent
agai nst a custodial receiver shall be treated and has the sane effect
as a judgnent against the person over whose property the receiver is
appoi nted, except that the judgnent is not enforceabl e against estate
property unless otherwi se ordered by the court upon notice and a
heari ng.
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NEW SECTION. Sec. 19. A new section is added to chapter 7.60 RCW
to read as foll ows:

PERSONAL LI ABILITY OF RECEIVER. (1)(a) The receiver is personally
liable to the person over whose property the receiver is appointed or
its record or beneficial owners, or to the estate, for loss or
dimnution in value of or damage to estate property, only if (i) the
| oss or damage is caused by a failure on the part of the receiver to
conply wiwth an order of the court, or (ii) the loss or danmage i s caused
by an act or om ssion for which nmenbers of a board of directors of a
busi ness corporation organized and existing under the laws of this
state who vote to approve the act or omssion are liable to the
corporation in cases in which the liability of directors is limted to
t he maxi num extent permtted by RCW 23B. 08. 320.

(b) A general receiver is personally liable to state agencies for
failure to remt sales tax collected after appointnent. A custodi al
receiver is personally liable to state agencies for failure to remt
sales tax collected after appointnent wth regard to assets
adm ni stered by the receiver.

(2) The receiver has no personal liability to a person other than
t he person over whose property the receiver is appointed or its record
or beneficial owners for any loss or damage occasioned by the
receiver's performance of the duties inposed by the appoi ntnment, or out
of the receiver's authorized operation of any business of a person
except | oss or damage occasioned by fraud on the part of the receiver,
by acts intended by the receiver to cause loss or damage to the
specific claimant, or by acts or om ssions for which an officer of a
busi ness corporation organized and existing under the laws of this
state are liable to the claimant under the sane circunstances.

(3) Notw thstandi ng subsections (1)(a) and (2) of this section, a
recei ver has no personal liability to any person for acts or om ssions
of the receiver specifically contenplated by any order of the court.

(4) A person other than a successor receiver duly appointed by the
court does not have a right of action against a receiver under this
section to recover property or the value thereof for or on behalf of
the estate.

NEW SECTION. Sec. 20. A new section is added to chapter 7.60 RCW
to read as foll ows:
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EMPLOYMENT AND COMPENSATI ON OF PROFESSI ONALS. (1) The receiver
wth the court's approval, my enploy one or nore attorneys,
accountants, appraisers, auctioneers, or other professional persons
that do not hold or represent an interest adverse to the estate to
represent or assist the receiver in carrying out the receiver's duties.

(2) A person is not disqualified for enploynent under this section
solely because of the person's enploynent by, representation of, or
other relationship with a creditor or other party in interest, if the
relationship is disclosed in the application for the person's
enpl oynent and if the court determnes that there is no actual conflict
of interest or inappropriate appearance of a conflict.

(3) This section does not preclude the court from authorizing the
receiver to act as attorney or accountant if the authorization is in
the best interests of the estate.

(4) The receiver, and any professionals enployed by the receiver,
is permtted to file an itemzed billing statenent with the court
indicating both the time spent, billing rates of all who perform work
to be conpensated, and a detailed |ist of expenses and serve copies on
any person who has been joined as a party in the action, or any person
requesting the sane, advising that unless objections are filed wth the
court, the receiver may nmake the paynents specified in the notice. |If
an objection is filed, the receiver or professional whose conpensation
is affected may request the court to hold a hearing on the objection on
five days' notice to the persons who have filed objections. If the
receiver is a custodial receiver appointed in aid of foreclosure,
paynent of fees and expenses nay be all owed upon the stipulation of any
creditor holding a security interest in the property for whose benefit
the receiver is appointed.

NEW SECTION. Sec. 21. A new section is added to chapter 7.60 RCW
to read as foll ows:

PARTI Cl PATI ON OF CREDI TORS AND PARTI ES I N | NTEREST | N RECEI VERSHI P
PROCEEDI NG- - EFFECT OF COURT ORDERS ON NONPARTI ES. (1) Creditors and
parties in interest to whom witten notice of the pendency of the
receivership is given in accordance with section 23 of this act, and
creditors or other persons submtting witten clains in the
receivership or otherwise appearing and participating 1in the

SSB 6189. SL p. 26



©O© 00 N O Ol WDN P

W W W W W W W WPNDNDNDNDNMNMNDNMNDNDDNNMNDNMNMNMNMNNMNPEPPRPPERPPRPRPRPERPEPRPRERPPREPE
N o oA WNEFE OO 0o N0 WDNPE OO oo N O P~ wDNN PR o

receivership, are bound by the acts of the receiver with regard to
managenent and di sposition of estate property whether or not they are
formally joined as parti es.

(2) Any person having a claim against or interest in any estate
property or in the receivership proceedings nay appear in the
receivership, either in person or by an attorney. Appearance nust be
made by filing a witten notice of appearance, including the nane and
mai | ing address of the party in interest, and the nane and address of
the person's attorney, if any, with the clerk, and by serving a copy of
the notice upon the receiver and the receiver's attorney of record, if
any. The receiver shall nmaintain a master nailing list of all persons
joined as parties in the receivership and of all persons serving and
filing notices of appearance in the receivership in accordance wth
this section. A creditor or other party in interest has a right to be
heard with respect to all matters affecting the person, whether or not
the person is joined as a party to the action.

(3) Any request for relief against a state agency shall be mail ed
to or otherw se served on the agency and on the office of the attorney
general .

(4) Orders of the court with respect to the treatnent of clains and
di sposition of estate property, including but not limted to orders
providing for sales of property free and clear of liens, are effective
as to any person having a claimagainst or interest in the receivership
estate and who has actual know edge of the receivership, whether or not
the person receives witten notice fromthe receiver and whet her or not
the person appears or participates in the receivershinp.

(5) The receiver shall give not less than ten days' witten notice
by mail of any exam nation by the receiver of the person with respect
to whose property the receiver has been appointed and to persons who
serve and file an appearance in the proceedi ng.

(6) Persons on the master mailing list are entitled to not |ess
than thirty days' witten notice of the hearing of any notion or other
proceedi ng i nvol vi ng any proposed:

(a) Allowance or disallowance of any claimor clainmns;

(b) Abandonnent, disposition, or distribution of estate property,
other than an energency disposition of perishable property or a
di sposition of property in the ordinary course of business;
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(c) Conprom se or settlenent of a controversy that m ght affect the
distribution to creditors fromthe estate;

(d) Conpensation of the receiver or any professional enployed by
the receiver; or

(e) Application for termnation of the receivership or discharge of
t he receiver. Notice of the application shall also be sent to state
taxi ng and applicabl e regul at ory agenci es.

Any opposition to any notion to authorize any of the actions under
(a) through (e) of this subsection nust be filed and served upon the
receiver and the receiver's attorney, if any, at |east three days
before the date of the proposed action. Persons on the master mailing
list shall be served with all pleadings or in opposition to any notion.
The court may require notice to be given to persons on the nmaster
mailing list of additional matters the court deens appropriate, and may
enl arge or reduce any tine period provided for by this section for good
cause shown. The receiver shall nmake a copy of the current master
mailing list available to any person on that |ist upon the person's
request.

(7) Al persons duly notified by the receiver of any hearing to
approve or authorize an action or a proposed action by the receiver is
bound by any order of the court with respect to the action, whether or
not the persons have appeared or objected to the action or proposed
action or have been joined formally as parties to the particular
action.

(8) Whenever notice is not specifically required to be given under
this chapter, the court may consider notions and grant or deny relief
W thout notice or hearing, if it appears that no person joined as a
party or who has appeared in the receivership would be prejudiced or
harmed by the relief requested.

NEW SECTION. Sec. 22. A new section is added to chapter 7.60 RCW
to read as foll ows:

NOTI CE TO CREDI TORS AND OTHER PARTIES I N I NTEREST. (1) A genera
receiver shall give notice of the receivership by publication in a
newspaper of general circulation published in the county or counties in
which estate property is known to be located once a week for three
consecutive weeks, the first notice to be published within twenty days
after the date of appointnent of the receiver; and by mailing notice to
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all known creditors and other known parties in interest wwthin twenty
days after the date of appointnent of the receiver. The notice of the
recei vership shall include the date of appointnment of the receiver; the
nane of the court and the case nunber; the |ast day on which clains may
be filed and served upon the receiver; and the nane and address of the
debtor, the receiver, and the receiver's attorney, if any. For
pur poses of this section, all intangible property of a person is deened
to be located in the county in which an individual owner thereof
resides, or in which any entity owning the property maintains its
princi pal adm nistrative offices.

(2) The notice of the receivership shall be in substantially the
following form

IN THE SUPERIOR COURT, IN AND FOR
COUNTY, WASHINGTON

[Case Name] Case No.

NOTICE OF RECEIVERSHIP

N~ N ~—

)
TO CREDITORS AND OTHER PARTIESIN INTEREST:

PLEASE TAKE NOTICE that areceiver was appointed for , whose last known

addressis , on

YOU ARE HEREBY FURTHER NOTIFIED that in order to receive any dividend in this proceeding you
must file proof of claim with the receiver on or before , (120 days from the date of

appointment of the receiver).

RECEIVER
Attorney for receiver (if any):
Address:

NEW SECTION. Sec. 23. A new section is added to chapter 7.60 RCW
to read as foll ows:

SUBM SSI ON OF CLAIMS | N GENERAL RECEI VERSHI PS. (1) Al clains,
whet her contingent, |iquidated, unliquidated, or disputed, other than
clainms of creditors with security interests in or other |iens against
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property of the estate, arising prior to the receiver's appointnent,
nmust be served in accordance wth this chapter, and any claim not so
filed is barred fromparticipating in any distribution to creditors in
any general receivershinp.

(2) Cains nust be served by delivering the claimto the genera
receiver within thirty days fromthe date notice is given by mail under
this section, unless the court reduces or extends the period for cause
shown, except that a claimarising fromthe rejection of an executory
contract or an unexpired |ease of the person over whose property the
receiver is appointed may be filed within thirty days after the
rejection. Cainms need not be filed. Clains nust be served by state
agencies on the general receiver within one hundred eighty days from
the date notice is given by mail under this section.

(3) Cdains nmust be in witten form entitled "Proof of Caim"
setting forth the name and address of the creditor and the nature and
anmount of the claim and executed by the creditor or the creditor's
aut hori zed agent. Wen a claim or an interest in estate property of
securing the claim is based on a witing, the original or a copy of
the witing nmust be included as a part of the proof of claim together
with evidence of perfection of any security interest or other lien
asserted by the claimant.

(4) A claim executed and served in accordance with this section,
constitutes prima facie evidence of the validity and anount of the
claim

NEW SECTION. Sec. 24. A new section is added to chapter 7.60 RCW
to read as foll ows:

OBJECTI ON TO AND ALLOMNCE OF CLAIMS. (1) At any tine prior to the
entry of an order approving the general receiver's final report, the
general receiver or any party in interest may file with the court an
objection to a claim which objection nust be in witing and nust set
forth the grounds for the objection. A copy of the objection, together
with notice of hearing, nust be nailed to the creditor at least thirty
days prior to the hearing. Clainms properly served upon the genera
receiver and not disallowed by the court are entitled to share in
distributions from the estate in accordance with the priorities
provided for by this chapter or otherw se by | aw
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(2) Upon the request of a creditor, the general receiver, or any
party in interest objecting to the creditor's claim or upon order of
the court, an objection is subject to nediation prior to adjudication
of the objection, under the rules or orders adopted or issued wth
respect to nediations. However, state clains are not subject to
medi ati on absent agreenent of the state.

(3) Upon notion of the general receiver or other party in interest,
the following clains may be estimated for purpose of allowance under
this section under the rules or orders applicable to the estimtion of
cl ai ms under this subsection:

(a) Any contingent or unliquidated claim the fixing or |iquidation
of which, as the case nmay be, would unduly delay the adm nistration of
t he case; or

(b) Any right to paynent arising from a right to an equitable
remedy for breach of perfornmance.

G ains subject to this subsection shall be allowed in the estimted
anount thereof.

NEW SECTION. Sec. 25. A new section is added to chapter 7.60 RCW
to read as foll ows:

PRI ORI TI ES. (1) Allowed clainms in a general receivership shal
receive distribution under this chapter in the order of priority under
(a) through (h) of this subsection and, with the exception of (a) and
(c) of this subsection, on a pro rata basis.

(a) Creditors with liens on property of the estate, which liens are
duly perfected under applicable law, shall receive the proceeds from
the disposition of their collateral. However, the receiver may recover
from property securing an allowed secured claim the reasonable,
necessary expenses of preserving, protecting, or disposing of the

property to the extent of any benefit to the creditors. |If and to the
extent that the proceeds are less than the amobunt of a creditor's
allowed claim or a creditor's lien is avoided on any basis, the

creditor is an unsecured claimunder (h) of this subsection. Secured
clains shall be paid from the proceeds in accordance with their
respective priorities under otherw se applicable | aw

(b) Actual, necessary costs and expenses incurred during the
adm nistration of the estate, other than those expenses all owabl e under
(a) of this subsection, including allowed fees and reinbursenent of
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reasonabl e charges and expenses of the receiver and professional
persons enployed by the receiver wunder section 20 of this act.
Notw t hstanding (a) of this subsection, expenses incurred during the
adm nistration of the estate have priority over the secured claim of
any creditor obtaining or consenting to the appointnent of the
receiver.

(c) Creditors with liens on property of the estate, which |iens
have not been duly perfected under applicable Iaw, shall receive the
proceeds fromthe disposition of their collateral if and to the extent
that unsecured clains are nade subject to those |liens under applicable
| aw.

(d) dains for wages, salaries, or comm ssions, including vacation,
severance, and sick | eave pay, or contributions to an enpl oyee benefit
plan, earned by the claimant within ninety days of the date of
appoi ntnent of the receiver or the cessation of the estate's business,
whi chever occurs first, but only to the extent of two thousand dol |l ars.

(e) Allowed unsecured clains, to the extent of nine hundred dollars
for each individual, arising from the deposit with the person over
whose property the receiver is appointed before the date of appoi ntnent
of the receiver of noney in connection with the purchase, |ease, or
rental of property or the purchase of services for personal, famly, or
househol d use by individuals that were not delivered or provided.

(f) dains for a support debt as defined in RCW74. 20A. 020(10), but
not to the extent that the debt (i) is assigned to another entity,
voluntarily, by operation of law, or otherwise; or (ii) includes a
liability designated as a support obligation unless that liability is
actually in the nature of a support obligation.

(g) Unsecured clains of governnmental units for taxes which accrued
prior to the date of appointnment of the receiver.

(h) O her unsecured clains.

(2) If all of the classes under subsection (1) of this section have
been paid in full, any residue shall be paid to the person over whose
property the receiver is appointed.

NEW SECTION. Sec. 26. A new section is added to chapter 7.60 RCW
to read as foll ows:

SECURED CLAIMS AGAINST AFTER-ACQUI RED PROPERTY. Except as
ot herwi se provided for by statute, property acquired by the estate or
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by the person over whose property the receiver is appointed after the
date of appointnent of the receiver is subject to an allowed secured
claim to the sanme extent as would be the case in the absence of a
recei vership.

NEW SECTION. Sec. 27. A new section is added to chapter 7.60 RCW
to read as foll ows:

| NTEREST ON CLAIMS. To the extent that funds are available in the
estate for distribution to creditors in a general receivership, the
hol der of an allowed noncontingent, liquidated claimis entitled to
receive interest at the legal rate or other applicable rate fromthe
date of appointnent of the receiver or the date on which the claim
becane a noncontingent, |iquidated claim If there are sufficient
funds in the estate to fully pay all interest owwng to all nenbers of
the class, then interest shall be paid proportionately to each nenber
of the class.

NEW SECTION. Sec. 28. A new section is added to chapter 7.60 RCW
to read as foll ows:

RECEI VER S DI SPOSI TI ON OF PROPERTY- - SALES FREE AND CLEAR. (1) The
receiver, with the court's approval after notice and a hearing, my
use, sell, or |ease estate property other than in the ordinary course
of business. Except in the case of a | easehold estate with a renai ni ng
term of less than two years or a vendor's interest in a real estate
contract, estate property consisting of real property may not be sold
by a custodial receiver other than in the ordinary course of business.

(2) The court may order that a general receiver's sale of estate
property under subsection (1) of this section be effected free and
clear of liens and of all rights of redenption, whether or not the sale
wi Il generate proceeds sufficient to fully satisfy all clainms secured
by the property, unless either:

(a) The property is real property wused principally in the
production of crops, livestock, or aquaculture, or the property is a
homest ead under RCW 6. 13.010(1), and the owner of the property has not
consented to the sale follow ng the appointnent of the receiver; or

(b) The owner of the property or a creditor with an interest in the
property serves and files a tinely opposition to the receiver's sale,
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and the court determnes that the anmpbunt likely to be realized by the
obj ecting person fromthe receiver's sale is |l ess than the person woul d
realize within a reasonable tine in the absence of the receiver's sale.

Upon any sale free and clear of liens authorized by this section,
all security interests and other |iens encunbering the property
conveyed transfer and attach to the proceeds of the sale, net of
reasonabl e expenses incurred in the disposition of the property, in the
same order, priority, and validity as the liens had wth respect to the
property imedi ately before the conveyance. The court may authorize
the receiver at the tine of sale to satisfy, in whole or in part, any
al l owed cl ai msecured by the property out of the proceeds of its sale
if the interest of any other creditor having a lien against the
proceeds of the sale would not thereby be inpaired.

(3) At a public sale of property under subsection (1) of this
section, a creditor wwth an allowed claimsecured by a |ien against the
property to be sold may bid at the sale of the property. A secured
creditor who purchases the property froma receiver nay offset against
the purchase price its allowed secured claim against the property,
provi ded that the secured creditor tenders cash sufficient to satisfy
in full all secured clains payable out of the proceeds of sale having
priority over the secured creditor's secured claim |[If the lien or the
claimit secures is the subject of a bona fide dispute, the court may
order the holder of the claimto provide the receiver wth adequate
security to assure full paynent of the purchase price in the event the
lien, the claim or any part thereof is determned to be invalid or
unenf or ceabl e.

(4) If estate property includes an interest as a coowner of
property, the receiver shall have the rights and powers of a coowner
af forded by applicable state or federal law, including but not limted
to any rights of partition.

(5) The reversal or nodification on appeal of an authorization to
sell or |lease estate property under this section does not affect the
validity of a sale or |ease under that authorization to an entity that
purchased or |eased the property in good faith, whether or not the
entity knew of the pendency of the appeal, unless the authorization and
sale or | ease were stayed pending the appeal .
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NEW SECTION. Sec. 29. A new section is added to chapter 7.60 RCW
to read as foll ows:

ANCI LLARY RECEI VERSHI PS. (1) A receiver appointed in any action
pending in the courts of this state, without first seeking approval of
the court, may apply to any court outside of this state for appoi ntnent
as receiver wth respect to any property or business of the person over
whose property the receiver is appointed constituting estate property
which is located in any other jurisdiction, if the appointnent is
necessary to the receiver's possession, control, nmanagenent, or
di sposition of property in accordance with orders of the court.

(2) A receiver appointed by a court of another state, or by a
federal court in any district outside of this state, or any other
person having an interest in that proceedi ng, may obtain appoi ntnent by
a superior court of this state of that sanme receiver with respect to
any property or business of the person over whose property the receiver
i's appoi nted constituting property of the foreign receivership that is
| ocated in this jurisdiction, if the person is eligible under section
5 of this act to serve as receiver, and if the appointnent is necessary
to the receiver's possession, control, or disposition of the property
in accordance with orders of the court in the foreign proceeding. The
superior court upon the receiver's request shall enter the orders, not
offensive to the laws and public policy of this state, necessary to
effectuate orders entered by the court in the foreign receivership
proceeding. A receiver appointed in an ancillary receivership in this
state is required to conply with this chapter requiring notice to
creditors or other parties in interest only as may be required by the
superior court in the ancillary receivership.

NEW SECTION. Sec. 30. A new section is added to chapter 7.60 RCW
to read as foll ows:

RESI GNATI ON OR REMOVAL OF RECEIVER (1) The court shall renove or
replace the receiver on application of the person over whose property
the receiver is appointed, the receiver, or any creditor, or on the
court's owmn notion, if the receiver fails to execute and file the bond
required by section 6 of this act, or if the receiver resigns or
refuses or fails to serve for any reason, or for other good cause.

(2) Upon renoval, resignation, or death of the receiver, the court
shal | appoint a successor receiver if the court determ nes that further
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adm nistration of the estate is required. Upon executing and filing a
bond wunder section 6 of this act, the successor receiver shal

i medi ately take possession of the estate and assune the duties of
receiver.

(3) Whenever the court is satisfied that the receiver so renoved or
replaced has fully accounted for and turned over to the successor
recei ver appointed by the court all of the property of the estate and
has filed a report of all receipts and disbursenents during the
person's tenure as receiver, the court shall enter an order discharging
that person from all further duties and responsibilities as receiver
after notice and a hearing.

NEW SECTION. Sec. 31. A new section is added to chapter 7.60 RCW
to read as foll ows:

TERM NATI ON OF RECEI VERSHI P. (1) Upon distribution or disposition
of all property of the estate, or the conpletion of the receiver's
duties with respect to estate property, the receiver shall nove the
court to be discharged upon notice and a hearing.

(2) The receiver's final report and accounting setting forth al
recei pts and disbursenents of the estate shall be annexed to the
petition for discharge and filed with the court.

(3) Upon approval of the final report, the court shall discharge
the receiver.

(4) The receiver's discharge rel eases the receiver fromany further
duties and responsibilities as receiver under this chapter.

(5) Upon notion of any party in interest, or upon the court's own
notion, the court has the power to discharge the receiver and term nate
the court's admnistration of the property over which the receiver was
appoi nt ed. If the court determnes that the appointnent of the
receiver was wongfully procured or procured in bad faith, the court
may assess agai nst the person who procured the receiver's appoint nent
(a) all of the receiver's fees and other costs of the receivership and
(b) any other sanctions the court determnes to be appropriate.

NEW SECTION. Sec. 32. A new section is added to chapter 7.60 RCW
to read as foll ows:

APPLI CABI LI TY. This chapter applies to receivers and receiverships
otherwi se provided for by the laws of this state except as otherw se
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expressly provided for by statute or as necessary to give effect to the
laws of this state. This chapter does not apply to any proceeding
aut hori zed by or commenced under Title 48 RCW

Sec. 33. RCW 4. 28. 320 and 1999 ¢ 233 s 1 are each anended to read
as foll ows:

Li of he ti i lina b . : o it

' -)) At _any tine after an

action affecting title to real property has been commenced, or after a
wit of attachnent with respect to real property has been issued in an
action, or after a receiver has been appointed with respect to any real
property, the plaintiff, the defendant, or such a receiver may file
with the auditor of each county in which the property is situated a
notice of the pendency of the action, containing the nanes of the
parties, the object of the action, and a description of the real
property in that county affected thereby. Fromthe tinme of the filing
only shall the pendency of the action be constructive notice to a
purchaser or encunbrancer of the property affected thereby, and every
person whose conveyance or encunbrance is subsequently executed or
subsequently recorded shall be deenmed a subsequent purchaser or
encunbrancer, and shall be bound by all proceedings taken after the
filing of such notice to the sane extent as if he or she were a party
to the action. For the purpose of this section an action shall be
deened to be pending fromthe tinme of filing such notice: PROVI DED,
HOWNEVER, That such notice shall be of no avail wunless it shall be
followed by the first publication of the sumobns, or by the persona

service thereof on a defendant within sixty days after such filing

And the court in which the said action was conmmenced my, at its
di scretion, at any tine after the action shall be settled, discontinued
or abated, on application of any person aggrieved and on good cause
shown and on such notice as shall be directed or approved by the court,
order the notice authorized in this section to be canceled of record,
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in whole or in part, by the county auditor of any county in whose
office the same may have been filed or recorded, and such cancell ation
shal | be evidenced by the recording of the court order.

Sec. 34. RCWA6.32.100 and 1893 ¢ 133 s 10 are each anmended to read
as foll ows:

that—faet+)) Unless a receiver has been appointed or extended wth

respect to noney or property in the hands of the sheriff, the judge nmay
direct the sheriff to apply the noney ((se—patd)), the property, or the
proceeds of the property ((se—deHvered)), upon an execution in favor
of the judgnment creditor issued either before or after the paynent or
delivery to the sheriff.

Sec. 35. RCWG6.32.150 and 1893 ¢ 133 s 15 are each anended to read
as follows:

A special proceeding instituted as prescribed in this chapter may
be di scontinued at any tine upon such terns as justice requires, by an
order of the judge nade upon the application of the judgnent creditor.
Where the judgnent creditor unreasonably delays or neglects to proceed,
or where it appears that ((h+s)) the judgnent has been satisfied,
((h+s)) the special proceedings nmay be dism ssed upon like terns by a

i ke order made upon the application of the judgnent debtor, or of
plaintiff in a judgnment creditor's action against the debtor, or of a
judgnent creditor who has instituted either of the special proceedings

aut hori zed by this chapter. ((Wiere—an—-order—appotntingarecerver—or
extending—a—recetvership—has—been—nade—n—the—course—ol—the—special
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Sec. 36. RCW7.08.010 and 1893 ¢ 100 s 1 are each anended to read
as follows:

No general assignnent of ©property by an insolvent, or in
contenplation of insolvency, for the benefit of creditors, shall be
valid unless it be made for the benefit of all ((his)) of the
assignor's creditors in proportion to the anount of their respective

cl ai ms( (—and—after—the paynent—of the costs-and -disbursenentsthereof-

Sec. 37. RCW7.08.030 and 1890 p 83 s 3 are each anended to read
as follows:

carred—on—))
(1) An assignnent under this chapter nust be in substantially the
follow ng form

ASSI GNVENT
THIS ASSIGNMENT is nmade this . . . . day of e e e,
by and between . . . . . . . ., with a principal place of business at
D (hereinafter "assignor"), and . . . . . . . ., whose
address is . . . . . . . . (hereinafter "assignee").

VHEREAS, the assignor has been engaged in the busi ness of

VWHEREAS, the assignor is indebted to creditors, as set forth in
Schedul e A annexed hereto, is unable to pay debts as they becone due,
and is desirous of providing for the paynent of debts, so far as it is
possible by an assignnent of all property for that purpose.
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NOW THEREFORE, the assignor, in consideration of the assignee's
acceptance of this assignnent, and for other good and valuable
consideration, hereby grants, assigns, conveys, transfers, and sets
over, unto the assignee, and the assignee's successors and assigns, al
of assignor's property, except such property as is exenpt by law from
|l evy and sale under an execution (and then only to the extent of such
exenption), including, but not Iimted to, all real property, fixtures,
goods, stock, inventory, equipnent, furniture, furnishings, accounts
recei vabl e, general intangibles, bank deposits, cash, prom ssory notes,
cash value and proceeds of insurance policies, clainms, and denmands
belonging to the assignor, wherever such property my be |ocated
(hereinafter collectively the "estate"), which property is, to the best
knowl edge and belief of the assignor, fully and accurately set forth on
Schedul e B annexed hereto.

By maki ng this assignnent, the assignor consents to the appoi nt ment
of the assignee as a general receiver with respect to the assignee's
property in accordance with Chapter 7.60 RCW

The assignee shall take possession and adm nister the estate, and
shall liquidate the estate with reasonable dispatch and convert the
estate into noney, collect all clains and denands hereby assigned as
and to the extent they nmay be collectible, and pay and discharge al
reasonabl e expenses, costs, and disbursenents in connection with the
execution and admi nistration of this assignnent from the proceeds of
such liquidations and coll ections.

The assignee shall then pay and discharge in full, to the extent
that funds are available in the estate after paynent of adm nistrative
expenses, costs, and disbursenents, all of the debts and liabilities
now due from the assignor, including interest on such debts and
liabilities in full, according to their priority as established by | aw,
and on a pro rata basis within each cl ass.

In the event that all debts and liabilities are paid in full, the
remai nder of the estate shall be returned to the assignor.

To acconplish the purposes of this assignnent, the assignor hereby
irrevocably appoints the assignee as the assignor's true and | aw ul
attorney in fact, with full power and authority to do all acts and
things which may be necessary to execute and fulfill the assignnment
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hereby created, to the sanme extent as such acts and things m ght be
done by assignor in the absence of this assignnment, including but not
limted to the power to demand and recover from all persons al
property of the estate; to sue for the recovery of such property; to
execut e, acknow edge, and deliver all necessary deeds, instrunents, and
conveyances, and to grant and convey any or all of the real or personal
property of the estate pursuant thereto; and to appoint one or nore
attorneys to assist the assignee in carrying out the assignee's duties
her eunder.

The assi gnor hereby authorizes the assignee to sign the name of the
assignor to any check, draft, prom ssory note, or other instrunent in
witing which is payable to the order of the assignor, or to sign the

nane of the assignor to any instrunent in witing, whenever it shall be
necessary to do so, to carry out the purposes of this assignnent.

The assignor decl ares, under penalty of perjury under the | aws of
the state of WAshington, that the attached list of creditors and of the
property of the assignor is true and conplete to the best of the
assignor's know edge.

The assi gnnent shal | be signed by the assignor and duly
acknowl edged in the sane nmanner as conveyances of real property before
a notary public of this state, and shall include an acceptance of the

assi gnnent by the assignee in substantially the following form

The assignee hereby accepts the trust created by the foregoing
assignnent, and agrees faithfully and without delay to carry out the
assignee's duties under the foregoi ng assi gnment.

Assignor Assignee
Bz (<o N Bz (<o N

(2) The assignor shall annex to such assignnent schedules in the
formprovided for by section 11(3) of this act in the case of general
recei verships, setting forth the creditors and the property of the
assi gnor.

(3) Every assignnent shall be effective when a petition to appoint
the assignee as receiver has been filed by the assignor, by the
assignee, or by any creditor of the assignor with the clerk of the
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superior court in the county of the assignor's residence if the
assignor is an individual or a narital community, or in the county of
the assignor's principal place of business or reqgistered office within
this state if the assignor is any other person. A petition shall set
forth the nane and address of the assignor and the nane and address of
the assignee, and shall include a copy of the assignnent and the
schedules affixed thereto, and a request that the court fix the anpunt
of the receiver's bond to be filed with the clerk of the court.

(4) A person to whom a general assignnent of property for the
benefit of creditors has been nade shall be appointed as general
receiver wwth respect to the assignor's property by the superior court
upon the filing of a petition under subsection (3) of this section
Except as provided for by subsection (5) of this section, follow ng the
assignee's appointnent as general receiver, all proceedings involving
the admnistration of the assignor's property and the clains of the
assignee's creditors shall be governed by the provisions of chapter
7.60 RCWapplicable to general receiverships and court rules applicable
t hereto.

(5) Upon ((t+he—apptieation)) notion of two or nore creditors of

(( H
of—the—county—n—whi-eh—sueh—asstgment—+s—or—showld—he—recorded—) ) 1 he
assignor served and filed at any time within thirty days ((femthe

making—oer—recordi-ng—of——such—asstgnrent)) followi ng the date upon which
notice is mailed to all known creditors under section 22 of this act,
it shall be the duty of ((satdsuperior—judge)) the court to direct the
clerk of ((satrd—supertor)) the court to order a neeting of the
creditors of ((satd—-debtoers)) the assignor, to ((ehoose—an—assighee—of
the—estate—of sald-debtor—+nt++eu—-of)) determ ne whether a person other
than the assignee naned ((by—the—debter—n—hts)) in the assignnent
shoul d be appointed as general receiver with respect to the property of
the assignor; and thereupon the clerk of ((satd)) the court shal

((forthwith)) immediately give notice to all the creditors ((ef—satd
debtor)) identified in the schedules affixed to the assignnment to neet
at ((h+s)) the clerk's office or at such other location within the
county as the clerk may specify, at a tine stated((s)) not to exceed
fifteen days from the date of such notice, to ((seleet—enre—or—nore

. : I I Y . Ly I Lol . hi
asstghrent)) deternm ne whether a person other than the assi gnee naned
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in the assignnent should be appointed as general receiver with respect
to the property of the assignor. ((Sueh)) The assignor's creditors may
appear in person or by proxy at the neeting, and a mgjority in both
nunber and value of ((satd)) clainms of the creditors attendi ng ((sueh))

or represented at the neeting ((shatlh)) nmay select ((enre—er—nbre

person other than the assignee naned in the assignnent to serve as
general receiver with respect to the assignor's property, whereupon the
court shall appoint the selected person as receiver under subsection
(4) of this section if a receiver has not already been appointed, and
shall appoint the person to replace the original assignee as receiver
if the appointnent already has been made, unless the court deterni nes
upon good cause shown that the appointnent as receiver of the person
selected by the creditors would not be in the best interests of

creditors in general, in which event the court shall appoint or
substitute as the receiver a person selected by the court other than
the origi nal assi gnee. |f at | east one-third of the nunber or anopunt

of clains represented in person or by proxy at the neeting of creditors
vote for the appointnent as receiver of a person or persons other than
the assignee naned in the assignnent, then the court upon notion of any
creditor served and filed within ten days followi ng the neeting shal

appoint as receiver a person selected by the court other than the
original assignee, discharging the original assignee if the person
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previously was appointed as receiver. A creditor nay not vote at any
neeting of creditors called for the purpose of determ ning whether a
person other than the assignee naned in the assignnment should be
appointed as receiver, until the creditor has presented to the clerk,
who presides at the neeting, a proof of claim in accordance wth
section 23 of this act.

(6) Fromthe tinme ((eft—the—pending—ot—an—apptteation—to—-elect—an
. I I i ’ I Ty . hal 1| . v
el-eeti-on—or—appotntrent—as—heretrn—provided)) a notion is nade to el ect

a new assignee in accordance with subsection (5) of this section, and
until either the neeting of creditors occurs without a selection of a
new assignee, or until the court enters an order appointing as receiver
a person other than the original assignee if the creditors vote to
select a new assignee at that neeting, no property of the ((debtoer))
assi gnor, except perishable property, ((shal)) may be sold or di sposed
of by ((any)) the assignee, whether or not the assignee has been
appoi nted as receiver; but the sane shall be safely and securely kept

until ((the—ele on—or—appointnent—of —an—assignee—as-herei-n—provided:

I hall | il od I : Ll ed s

verted——statenent—of—h-s—eclatmagatnst—the—debtoer)) 1 hen.

Sec. 38. RCW7.56.110 and Code 1881 s 712 are each anmended to read
as follows:

I f judgnment be rendered against any corporation or against any
persons claimng to be a corporation, the court may cause the costs to
be collected by executions against the persons claimng to be a
corporation or by attachnment against the directors or other officers of
the corporation, and shall restrain the corporation, ((appetnt—a
receiver—of—its—property—and—effeets)) take an account, and neke a
distribution thereof anpbng the creditors. The prosecuting attorney
shall imediately institute proceedi ngs for that purpose.

Sec. 39. RCW 11.64.022 and 1989 c¢ 373 s 15 are each anended to
read as foll ows:

| f the surviving partner or partners fail or refuse to furnish an
inventory or list of liabilities, to permt an appraisal, or to account
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to the personal representative, or to furnish a bond when required
pursuant to RCW 11.64.016, the court shall order a citation to issue
requiring the surviving partner or partners to appear and show cause
why they have not furnished an inventory list of Iliabilities, or
permtted an apprai sal or why they should not account to the personal
representative or file a bond. The citation shall be served not |ess
than ten days before the return day designated therein, or such shorter
period as the court upon a show ng of good cause deens appropriate. |f
the surviving partner or partners neglect or refuse to file an
inventory or list of liabilities, or to permt an appraisal, or fail to
account to the court or to file a bond, after they have been directed
to do so, they nmay be punished for a contenpt of court as provided in
chapter 7.21 RCW Were the surviving partner or partners fail to file
a bond after being ordered to do so by the court, the court may al so

appoint a receiver of the partnership estate ((wth—t+ke—powers—and
duties—of receivers—in—equity)) under chapter 7.60 RCW and nmay order

the costs and expenses of the proceedings to be paid out of the
partnership estate or out of the estate of the decedent, or by the
surviving partner or partners personally, or partly by each of the
parties.

Sec. 40. RCW 23B. 14. 320 and 1989 c 165 s 165 are each anended to
read as foll ows:

(1) A court in a judicial proceeding brought to dissolve a
corporation nmay appoi nt one or nore receivers to wind up and |iqui date,
or one or nore custodians to manage, the business and affairs of the

cor porati on. The court shall hold a hearing, after notifying all
parties to the proceeding and any interested persons designhated by the

court, before appointing a receiver or custodian. (( Fhe—eourt

. i I Lusi uricdi I
corporation and all of its property wherever located.))

(2) The court may appoint an individual or a donestic or foreign
corporation, authorized to transact business in this state, as a
recei ver or custodian. The court nmay require the receiver or custodi an
to post bond, with or without sureties, in an anount the court directs.
(3) The ((

N N ala AN N aVa' asaVa -
i y A \/ v, ',
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b)—Fhe)) receiver or custodian may exercise all of the powers of
the corporation, through or in place of its board of directors or
officers, to the extent necessary to nmanage the affairs of the
corporation in the best interests of its shareholders and creditors.

(4) The court, during a receivership, may redesignate the receiver
a custodian, and during a custodi anship nay redesi gnate the custodi an
a receiver, if doing so is in the best interests of the corporation
its sharehol ders, and creditors.

(5) The court from tinme to time during the receivership or
cust odi anshi p may order conpensation paid and expense di sbursenents or
rei mbursenents made to the receiver or custodian and counsel fromthe
assets of the corporation or proceeds fromthe sale of the assets.

Sec. 41. RCW 24.06.305 and 1969 ex.s. ¢ 120 s 61 are each anmended
to read as foll ows:

(1) In proceedings to liquidate the assets and affairs of a
corporation the court shall have the power to:

(a) Issue injunctions;

(b) Appoint a receiver or receivers pendente lite, wth such powers
and duties as the court may, fromtine to tine, direct;

(c) Take such other proceedings as nay be requisite to preserve the
corporate assets wherever situated; and

(d) Carry on the affairs of the corporation until a full hearing
can be had.

After a hearing had upon such notice as the court may direct to be
given to all parties to the proceedings, and to any other parties in
interest designated by the court, the court may appoint a receiver
((with authority to collect the assets of the corporation. — Such

. hall | hority. b I I Y ’

e i T Y Y
. I . L eit] bl . e I
I o I . hall b | duties. I
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(2) The assets of the corporation or the proceeds resulting from
the sal e, conveyance, or other disposition thereof shall be applied and
di stributed as foll ows:

(a) Al costs and expenses of the court proceedings, and all
liabilities and obligations of the corporation shall be paid, satisfied
and di scharged, or adequate provision nade therefor

(b) Assets held by the corporation upon condition requiring return,
transfer, or conveyance, which condition occurs by reason of the
di ssolution or liquidation, shall be returned, transferred, or conveyed
i n accordance with such requirenents;

(c) Remaining assets, if any, shall be distributed to the nenbers,
sharehol ders, or others in accordance with the provisions of the
articles of incorporation.

(3) The court shall have power to make periodic allowances, as
expenses of the liquidation and conpensation to the receivers and
attorneys in the proceeding accrue, and to direct the paynent thereof
fromthe assets of the corporation or fromthe proceeds of any sale or
di sposition of such assets.

(( . . I I I . i . hall
I hori | def w ] o i ’

. : I on. I o I . hall
I Lusi uriedieti : I . - |
wherever—sttuated-))

NEW SECTION. Sec. 42. A new section is added to chapter 31.12 RCW
to read as foll ows:

Except in cases in which a receiver is appointed by a court on a
tenporary basis under RCW 31.12.721, the provisions of Title 7 RCW
generally applicable to receivers and receiverships do not apply to
receivers elected or appoi nted under this chapter.

NEW SECTION. Sec. 43. A new section is added to chapter 35.07 RCW
to read as foll ows:

The provisions of Title 7 RCWgenerally applicable to receivers and
recei verships do not apply to receivers elected or appoi nted under this
chapter.
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NEW SECTION. Sec. 44. A new section is added to chapter 35A 15
RCWto read as foll ows:

The provisions of Title 7 RCWgenerally applicable to receivers and
recei verships do not apply to receivers elected or appoi nted under this
chapter.

Sec. 45. RCW87.56.065 and 1925 ex.s. ¢ 124 s 7 are each anended
to read as foll ows:

At the tinme and place fixed in ((sad)) the notice the court shal
hear the objections of interested persons and shall determ ne whet her
the district is insolvent within the provisions of this chapter and

whet her the district shall be dissol ved. |f the court concl udes that
the district shall not dissolve, ((he)) the court shall so find and
dism ss the action. |If the court concludes that the district shoul d be

di ssolved, ((he)) the court shall appoint a receiver ((wth—bend

it w : ht ul : g ot | . I I
court—shall—determne-)) to take charge of the district assets and to

perform such other duties as may be required by the court or by |aw.

Sec. 46. RCW 87. 56. 100 and 1925 ex.s. ¢ 124 s 12 are each anmended
to read as foll ows:

If the owner or holder of a claim of indebtedness against the

district not yet due or matured ((shatl—be—-entitledtoserveuponthe
. i i Lai kgl Lerk of 4 ’

sat-d—indebtedness)) files a claimin any case in which a receiver is
appoi nted under RCW 87.56.065, the nmaturity of the indebtedness ow ng
to the person by the district shall be accelerated to such date as the
court shall determ ne upon.

*NEW SECTION. Sec. 47. The following acts or parts of acts are
each repeal ed:

(1) RCW4.28.081 (Summons, how served--Wen corporation in hands of
receiver) and 1897 ¢ 97 s 1,

(2) RCW 6. 25. 200 (Appoi ntnment of receiver for property) and 1987 c
442 s 820, 1957 ¢ 9 s 9, & 1886 p 42 s 15;
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(3) RCW6. 32.290 (Appointnment of receiver--Notice) and 1893 c 133
s 28;

(4) RCW6.32.300 (Effect on pendi ng suppl enental proceedi ngs) and
1893 ¢ 133 s 29;

(5 RCW 6.32.310 (Only one receiver nmay be appointed--Extending
recei vership) and 1893 c¢ 133 s 30;

(6) RCW®6.32.320 (Oder, where to be filed) and 1893 ¢ 133 s 31,

(7) RCW6.32.330 (Property vested in receiver) and 1893 ¢ 133 s 32;

(8) RCW 6.32.340 (Receiver's title extends back by relation) and
1893 ¢ 133 s 33;

(9) RCW 6. 32.350 (Records to be kept by clerk) and 2002 ¢ 30 s 2 &
1893 ¢ 133 s 34;

(10) RCW 7.08.020 (Assent of creditors presuned) and 1890 p 83 s 2;

(11) RCW 7.08.050 (Inventory by assignee--Bond) and 1890 p 85 s 4;

(12) RCW 7.08.060 (Notice to creditors) and 1890 p 85 s 5;

(13) RCW 7.08.070 (List of creditors' clains) and 1890 p 85 s 6;

(14) RCW 7.08.080 (Exceptions to clains) and 1957 ¢ 9 s 7 & 1890 p
85 s 7;

(15) RCW7.08.090 (D vidends--Final account--Conpensation) and 1893
c 26 s 1 & 1890 p 86 s 8;

(16) RCW 7.08.100 (Assignee subject to court's control) and 1890 p
86 s 9;

(17) RCW 7.08.110 (Assignnent not void, when) and 1957 ¢ 9 s 8 &
1890 p 86 s 10;

(18) RCW7.08.120 (Additional inventory) and 1890 p 86 s 11,

(19) RCW 7.08.130 (Procedure on clains not due--Limtation on
presentnent of clains) and 1890 p 86 s 12;

(20) RCW 7.08.140 (Authority of assignee to dispose of assets) and
1890 p 87 s 13;

(21) RCW 7.08.150 (Procedure when assignee dies, fails to act
m sapplies estate, or if bond insufficient) and 1890 p 87 s 14;

(22) RCW7.08.170 (Di scharge of assignor) and 1895 c¢ 151 s 1 & 1890
p 88 s 15;

(23) RCW7.08.180 (Sheriff disqualified fromacting) and 1893 c 137
s 1,

(24) RCW 7.08.190 (Ri ght of assignor to exenption) and 1897 c 6 s
1
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(25) RCW 7.08. 200 (Exenption, how cl ai ned--Qbjections) and 1897 c
6 s 2;

(26) RCW 7.60.010 (Receiver defined) and 1891 ¢ 52 s 1,

(27) RCW 7.60.020 (G ounds for appointnent) and 1998 c 295 s 18,
1937 ¢ 47 s 1, Code 1881 s 193, 1877 p 40 s 197, 1869 p 48 s 196, &
1854 p 162 s 171;

(28) RCW 7.60.030 (Gath--Bond) and Code 1881 s 194, 1877 p 41 s
198, 1869 p 48 s 198, & 1854 p 162 s 173;

(29) RCW 7.60.040 (Powers of receiver) and Code 1881 s 198, 1877 p
41 s 202, 1869 p 49 s 202, & 1854 p 163 s 177;

(30) RCW 7.60.050 (Order when part of claimadmtted) and Code 1881
s 199, 1877 p 41 s 203, 1869 p 49 s 203, & 1854 p 163 s 178;

(31) RCW23.72.010 (Definitions) and 1959 ¢ 219 s 1 & 1941 c¢ 103 s
1

(32) RCW 23.72.020 (Action to recover--Limtation) and 1941 c 103
s 2;

(33) RCW 23.72.030 (Preference voi dabl e, when--Recovery) and 1959
c 219 s 2 & 1941 c 103 s 3;

(34) RCW23.72.040 (Mutual debts and credits) and 1941 c 103 s 4;

(35) RCW23.72.050 (Attorney's fees--Reexam nation) and 1941 c¢ 103
S 5;

(36) RCW 23.72.060 (Setoffs and counterclains) and 1941 ¢ 103 s 6;

(37) RCW 24.03.275 (Qualification of receivers--Bond) and 1967 c
235 s 56;

(38) RCW 24.03.280 (Filing of clains in liquidation proceedings)
and 1967 c¢ 235 s 57;

(39) RCW 24.03.285 (D scontinuance of |iquidation proceedi ngs) and
1967 c 235 s 58;

(40) RCW 24.03. 310 (Powers of foreign corporation) and 1967 c 235
S 63;

(41) RCW 24.03.315 (Corporate nane of foreign corporation--
Fictitious nane) and 1982 ¢ 35 s 98 & 1967 c¢ 235 s 64;

(42) RCW 24.03. 320 (Change of nane by foreign corporation) and 1986
c 240 s 44 & 1967 c 235 s 65;

(43) RCW 87.56.070 (Qualifications, duties, conpensation of
receiver) and 1925 ex.s. ¢ 124 s §;

(44) RCW87.56.080 (Notice to creditors) and 1985 ¢ 469 s 93 & 1925
ex.s. ¢ 124 s 9,
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(45) RCW87.56.085 (Notice to creditors--Contents) and 1925 ex.s.
c 124 s 10;

(46) RCW 87.56.090 (Unfiled clainms barred--Effect of not filing
claimof bond lien) and 1925 ex.s. ¢ 124 s 11;

(47) RCW87.56.110 (Collection and di sbursenent of funds) and 1925
ex.s. ¢ 124 s 13;

(48) RCW 87.56.120 (Receiver's report--Plan of |liquidation) and
1925 ex.s. ¢ 124 s 14,

(49) RCW 87.56.130 (Time for hearing receiver's report to be
fixed--Notice) and 1985 ¢ 469 s 94 & 1925 ex.s. ¢ 124 s 15;

(50) RCW 87.56.135 (Time for hearing receiver's report to be
fixed--Contents) and 1925 ex.s. ¢ 124 s 16;

(51) RCW 87.56.140 (njections to report) and 1925 ex.s. ¢ 124 s
17,

(52) RCW87.56.145 ((bjections to report--Fee) and 1925 ex.s. ¢ 124
s 18;

(53) RCW 87.56.150 (Hearing--Court's powers and duties) and 1925
ex.s. ¢ 124 s 19; and

(54) RCW 87.56.155 (Decree--Plan of |iquidation) and 1925 ex.s. c
124 s 20.

*Sec. 47 was partially vetoed. See nmessage at end of chapter.

NEW SECTI ON. Sec. 48. Captions used in this act are not part of
t he | aw

Passed by the Senate March 10, 2004.

Passed by the House March 5, 2004.

Approved by the Governor March 26, 2004, with the exception of
certain itens that were vetoed.

Filed in Ofice of Secretary of State March 26, 2004.

Note: Governor's explanation of partial veto is as follows:

"I amreturning herewith, w thout nmy approval as to sections 47 (40),
47 (41) and 47 (42), Substitute Senate Bill No. 6189 entitl ed:

"AN ACT Rel ating to receiverships;"

This bill develops a body of statutes to govern receivership
proceedi ngs and consolidates these | aws into one chapter.

In creating this chapter, it was necessary to repeal duplicative or

i nconsi stent statutes. These statutes are repealed in section 47.

Section 47 (40) repeals RCW 24.03.310; section 47 (41) repeals RCW
24.03.315; and section 47 (42) repeals RCW 24.03. 320. Al three
statutes deal with foreign corporations, and have no connection wth
recei vership proceedings. These statutes were included in error, as

the statutes that were neant to be repealed are RCW 24.06. 310, RCW
24.06. 315, and RCW 24. 06. 320.

For these reasons, | have vetoed sections 47 (40), 47 (41) and 47
(42) of Substitute Senate Bill No. 6189.
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Wth the exception of sections 47 (40), 47 (41) and 47 (42),
Substitute Senate Bill No. 6189 is approved.™
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