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SENATE BI LL 6135

Passed Legi slature - 2014 Regul ar Session
State of WAshi ngton 63rd Legislature 2014 Regul ar Session

By Senators Benton, Millet, Hatfield, Hobbs, and Fain; by request of
Departnent of Financial Institutions

Read first tinme 01/16/14. Referred to Commttee on Financial
I nstitutions, Housing & I nsurance.

AN ACT Rel ati ng to t he noder ni zat i on, clarification
reorgani zati on, and anmendnent of the |aws respecting the charter and
regul ati on of WAshi ngton state nondepository trust conpanies, fiduciary
activities and trust business of state commercial banks, alien banks,
state savings banks, and state savings associations, and fiduciary
activities and trust business of other trust institutions and persons
engaging in trust business in this state; anmending RCW 30.04.010,
30.04. 020, 30.04.025, 30.04.030, 30.04.050, 30.04.060, 30.04.070,
30.04.075, 30.04.111, 30.04.120, 30.04.127, 30.04.129, 30.04.140,
30.04.212, 30.04.214, 30.04.215, 30.04.220, 30.04.225, 30.04.230,
30.04.232, 30.04.240, 30.04.260, 30.04.285, 30.04.330, 30.04.375,
30.04.380, 30.04.390, 30.04.400, 30.04.405, 30.04.410, 30.04.450,
30.04. 455, 30.04.460, 30.04.465, 30.04.470, 30.04.475, 30.04.500,
30.04.505, 30.04.510, 30.04.515, 30.04.555, 30.04.560, 30.04.570,
30. 08. 020, 30.08.025, 30.08.030, 30.08.055, 30.08.060, 30.08.070,
30.08. 080, 30.08.081, 30.08.084, 30.08.086, 30.08.087, 30.08.140,
30. 08. 140, 30.08.150, 30.08.180, 30.12.020, 30.12.025, 30.12.030,
30.12. 040, 30.12.0401, 30.12.042, 30.12.044, 30.12.047, 30.12.060,
30.12.070, 30.12.090, 30.12.100, 30.12.110, 30.12.180, 30.12.190,
30.12.205, 30.12.220, 30.12.240, 30.16.010, 30.20.005, 30.20.025,
30.20. 060, 30.20.090, 30.22.041, 30.22.120, 30.22.130, 30.22.190,
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30.22.130, 30.22.140, 30.22.150, 30.22.160, 30.22.170, 30.22.180,
30.22.190, 30.22.200, 30.22.210, 30.22.220, 30.22.230, 30.22.240,
30. 22. 245, 30.22.250, 30.22.260, 30.22.900, 30.22.901, 30.22.902,
30.24. 080, 30.32.010, 30.32.020, 30.32.030, 30.32.040, 30.36.010,
30. 36. 020, 30.36.030, 30.36.040, 30.36.050, 30.38.005, 30.38.010,
30. 38. 015, 30.38.020, 30.38.030, 30.38.040, 30.38.050, 30.38.060,
30.38.070, 30.38.080, 30.38.900, 30.42.010, 30.42.020, 30.42.030,
30.42.040, 30.42.050, 30.42.060, 30.42.070, 30.42.080, 30.42.090,
30.42.100, 30.42.105, 30.42.115, 30.42.120, 30.42.130, 30.42.140,
30.42. 145, 30.42.150, 30.42.155, 30.42.160, 30.42.170, 30.42.180,
30.42.190, 30.42.200, 30.42.210, 30.42.220, 30.42.230, 30.42.240,
30.42. 250, 30.42.260, 30.42.270, 30.42.280, 30.42.290, 30.42.300,
30.42.310, 30.42.320, 30.42.330, 30.42.340, 30.42.900, 30.43.005,
30.44.010, 30.44.020, 30.44.030, 30.44.040, 30.44.050, 30.44.060,
30.44.070, 30.44.080, 30.44.090, 30.44.100, 30.44.110, 30.44.120,
30.44.130, 30.44.140, 30.44.150, 30.44.160, 30.44.170, 30.44.180,
30.44.190, 30.44.200, 30.44.210, 30.44.220, 30.44.230, 30.44.240,
30. 44. 250, 30.44.260, 30.44.270, 30.44.280, 30.46.010, 30.46.020,
30. 46. 030, 30.46.040, 30.46.050, 30.46.060, 30.46.070, 30.46.080,
30. 46. 090, 30.46.100, 30.49.010, 30.49.020, 30.49.030, 30.49.040,
30. 49. 050, 30.49.060, 30.49.070, 30.49.080, 30.49.090, 30.49.100,
30.49. 110, 30.49.120, 30.49.125, 30.49.130, 30.56.010, 30.56.020,
30.56. 030, 30.56.040, 30.56.050, 30.56.060, 30.56.070, 30.56.080,
30.56. 090, 30.56.100, 30.60.010, 30.60.020, 30.60.030, 30.60.900,
30. 60. 901, 30.98.010, 30.98.020, 30.98.030, 30.98.040, 30.98.050, and
30. 98. 060; repealing RCW 30.08.155, 30.53.010, 30.53.020, 30.53.030,
30. 53. 040, 30.53. 050, 30.53.060, 30.53.070, and 30.53.080; prescribing
penalties; providing an effective date; providing a contingent
effective date; and providing a contingent expiration date.

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

NEW SECTION. Sec. 1. FIND NGS AND PURPCSE. The | egislature
decl ares that:

(1) Banking institutions and trust conpani es provide essential and
val uabl e fiduciary managenent services to consuners, businesses, and
nonprofit organi zations in the state of Washi ngton;

p. 3 SB 6135. SL
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(2) There is a critical public need to encourage and pronote the
revitalization and growh of the state's financial sector and realize
its potential as an alternative gl obal financial services hub;

(3) The fulfillment of this potential can best be achieved by
t aki ng nmeasures to:

(a) darify prudential standards of professional fiduciary
managenent to provi de assurances to state, national, and international
owners and managers of weal th;

(b) Pronote flexibility in the managenent of asset portfolios to
respond to ever changi ng gl obal conditions; and

(c) Provide certainty and cl ear expectations for owners of wealth,
asset managers, and their respective advisors;

(4) Banking institutions and nondepositary trust conpanies in the
state of Washington will be better prepared to continue providing
prof essi onal fiduciary managenent services effectively if |laws of the
state's banking institutions and nondepositary trust conpanies are
noder ni zed, clarified, reorgani zed and, wWth respect to sone
si tuations, anended;

(5) There is a need for inproved services and reduced costs for
trust institution clients and custonmers and other consuners in this
state through noderni zation of state lawto clarify and thereby pronote
the delegation by trust institutions of fiduciary functions to
qualified third-party professionals, to authorize clients to designate
any trust institution to act for them and to protect the public from
excessive fees or undisclosed conflicts of interest of trust
institutions and their affiliates;

(6) Properly capitalized and professionally managed trusts and
trust conpanies serving only famly nenbers and their affiliated
entities, which operate privately and do not hold thensel ves out to,
nor provide services to, the general public, should continue to operate
W t hout the necessity of being chartered or regul ated by the depart nent
of financial institutions;

(7) The authority of the departnent of financial institutions needs
to be clarified, preserved, and assured as the primary instrunent of
assuring the safety and soundness of banking institutions and
nondepositary trust conpanies acting as fiduciaries and engaging in
trust business in this state;

SB 6135. SL p. 4
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(8) Nondepository trust conpanies should continue to act as
fiduciaries and otherw se engage in trust business in this state, so
|l ong as they are properly capitalized, conpetently managed by persons
of integrity, and supervised by the departnent of financial
institutions so as to ensure that such trust conpanies are operated in
conpliance with law, in a safe and sound manner, and in a manner which
protects trust settlors, trust beneficiaries, and the general public in
this state; and

(9) The creation of a conprehensive trust institutions act serves
t he conveni ence and advantage of Washington state trust settlors and
trust beneficiaries, and the state's general public, and preserves and
mai ntains the fairness of conpetition and parity between WAshi ngton
state-chartered banking institutions and trust conpanies, and federally
chartered and out-of-state state-chartered banking institutions and
trust conpani es.

NEW SECTION. Sec. 2. NEWTITLE. Sections 101 through 261 of this
act constitute a new title in the Revised Code of Wshington to be
codified as Title 30A RCW

NEW SECTION. Sec. 3. NEWTITLE.  Sections 301 through 406 of this
act constitute a new title in the Revised Code of Wshington to be
codified as Title 30B RCW

NEW SECTI ON. Sec. 4. RECCDI FI CATION. RCW 30. 04. 010, 30.04. 020,
30. 04. 025, 30.04.030, 30.04.045, 30.04.050, 30.04.060, 30.04.070,
30.04. 075, 30.04.111, 30.04.112, 30.04.120, 30.04.125, 30.04.127,
30.04.129, 30.04.130, 30.04.140, 30.04.180, 30.04.210, 30.04.212,
30.04. 214, 30.04.215, 30.04.217, 30.04.220, 30.04.225, 30.04. 230,
30.04. 232, 30.04.238, 30.04.240, 30.04.260, 30.04.280, 30.04. 285,
30. 04. 295, 30.04.300, 30.04.330, 30.04.375, 30.04.380, 30.04.390,
30. 04. 395, 30.04.400, 30.04.405, 30.04.410, 30.04.450, 30.04.455,
30. 04. 460, 30.04.465, 30.04.470, 30.04.475, 30.04.500, 30.04.505,
30. 04. 510, 30.04.515, 30.04.550, 30.04.555, 30.04.560, 30.04.565,
30.04.570, 30.04.575, 30.04.600, 30.04.605, 30.04.610, 30.04.650,
30.04.901, 30.08.010, 30.08.020, 30.08.025, 30.08.030, 30.08.040,
30. 08. 050, 30.08.055, 30.08.060, 30.08.070, 30.08.080, 30.08.081,
30.08. 082, 30.08.083, 30.08.084, 30.08.086, 30.08.087, 30.08.088,

p. 5 SB 6135. SL
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NEW SECTION. Sec. 5. EFFECTIVE DATE This act takes effect
January 5, 2015. The director of financial institutions may
i mredi ately take such steps as are necessary to ensure that this act is
i npl enented on its effective date.

NEW SECTION. Sec. 101. This title may be known and cited as the
Washi ngt on comrerci al bank act.

Sec. 102. RCW30.04.010 and 2013 ¢ 76 s 1 are each anended to read
as follows:

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

(1) "Adequately capitalized,” "critically wundercapitalized,"”
"significantly undercapitalized,”" "undercapitalized,” and "well-
capitalized,"” respectively, have neanings consistent wth the

definitions these sane terns have under the pronpt corrective action
provi sions of the federal deposit insurance act, 12 U S. C. Sec. 183lo,
and applicable enabling rules of the federal deposit insurance
cor porati on.

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

(3) "Bank holding conpany"” neans a bank holding conpany under
authority of the federal bank hol di ng conpany act.

(4) "Banking" includes the soliciting, receiving or accepting of
nmoney or its equival ent on deposit as a regul ar busi ness.

(5) "Branch" neans any established office of deposit, domestic or
ot herw se, maintained by any bank ((er—t+rust—ecoenpany)) other than its
head office. "Branch" does not nean a machine permtting custoners to
| eave funds in storage or conmunicate with bank enpl oyees who are not
| ocated at the site of the machine, unless enpl oyees of the bank at the
site of the machine take deposits on a regular basis. An office or
facility of an entity other than the bank shall not be deemed to be
established by the bank, regardless of any affiliation, accommobdati on
arrangenment, or other relationship between the other entity and the
bank.

p. 7 SB 6135. SL
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(6) "Corporation," in reference to a bank authorized under this
title, nmeans either a corporation operating as a bank authorized under
this title or a limted liability conpany operating as a bank under
this title pursuant to the requirenents of RCW30.08.025 (as recodified
by this act).

(7) "Departnment" neans the Washi ngton state departnent of financial
i nstitutions.

((A)) (8) "Director" neans the director of the departnent.

((68y)) (9) "Financial holding conpany” neans a financial services
hol di ng conpany under authority of the federal bank hol ding conpany
act .

((69Y)) (10) "Foreign bank" and "foreign banker” includes:

(a) Every corporation not organized under the |laws of the territory
or state of Washington doing a banking business, except a nationa
bank;

(b) Every unincorporated conpany, partnership or association of two
or nore individuals organized under the laws of another state or
country, doing a banki ng busi ness;

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

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

((29))) (11) "Hol ding company" neans a bank hol ding conpany or
financial hol di ng conpany of a bank organi zed under chapter 30.08 RCW
(as recodified by this act) or converted to a state bank under chapter
30.49 RCW (, or a holding conpany of a trust conpany authorized to do
bustness—under—thist+tte)) (as recodified by this act).

(1)) (12) "Law firm' means a partnership, professional limted
liability corporation, professional limted liability partnership, or
simlar entity whose partners, nenbers, or sharehol ders are exclusively
attorneys-at-1| aw.

((+2)) (13) "Person" neans an individual or an entity including,
but not limted to, a sole proprietorship, firm association, genera
partnership or joint venture, |imted liability conpany, limted
l[iability partnership, trust, or corporation, or the plural thereof,
whet her resident, nonresident, citizen, or not.

SB 6135. SL p. 8
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((+3))) (14) The term "trust business,” in relation to a bank,
shall include the business of doing any or all of the things specified
in ((REW30-08150{2)—3)—4)+L5)—6—FH+-8)—(9)-—L(215)—=and
+1H)) section 329(1) (b) through (k) of this act, together with any
other activity authorized for a state trust conpany by the director
pursuant to section 329(1)(q) of this act that the director designates
as trust business.

((x4)y)) (15) "Trust conpany,” unless a different neani ng appears
fromthe context, nmeans any corporation or limted liability conpany,
ot her than a bank, savi ngs bank, or savings association, organi zed and
chartered as a trust conpany under ((t+his—t+tte)) Title 30B RCW (the
new title created under section 3 of this act) for the purpose of
engagi ng in trust business.

Sec. 103. RCW 30.04.020 and 2010 ¢ 88 s 4 are each anended to read
as follows:

(1) The nanme of every bank shall contain the word "bank" and the
name of every trust conpany shall contain the word "trust,"” or the word
"bank." Except as provided in RCW33.08.030 or as otherw se aut horized
by this section or approved by the director, only a national bank,
federal savings bank, a bank or trust conpany ((authertzed—by—this
t+tle)), savings bank under Title 32 RCW bank hol ding conpany or
financial hol di ng conpany, a hol di ng conpany authorized by this title
or Title 32 RCW or a foreign or alien corporation or other |egal
person authorized by this title to do so, shall:

(a) Use as a part of his ((fer—her})) or her or its nanme or other
busi ness designation, as a prom nent syllable within a word conpri sing
all or a portion of its nane or other business designation, or in any
manner as if connected with his ((fer—her})) or her or its business or
pl ace of business any of the follow ng words or the plural thereof, to
Wt: "bank," "banking," "banker," "bancorporation,” "bancorp," or
"trust," or any foreign | anguage designations thereof, including, by
way of exanple, "banco" or "banque."

(b) Use any sign, |ogo, or marketing nessage, in any nedia, or use
any letterhead, billhead, note, receipt, certificate, blank, form or
any witten, printed, electronic or internet-based instrunent or
material representation whatsoever, directly or indirectly indicating
t hat the business of such person is that of a bank or trust conpany.

p. 9 SB 6135. SL
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(2) A foreign corporation or other foreign domciled | egal person,
whose nanme contains the words "bank," "banker, " "banki ng, "
"bancorporation,” "bancorp,” or "trust," or the foreign |[|anguage
equi val ent thereof, or whose articles of incorporation enpower it to
engage in banking or to engage in a trust business, nmay not engage in
banking or in a trust business in this state unless the corporation or
other legal person (a) is expressly authorized to do so under this
title, under federal law, or by the director, and (b) conplies with al
applicable requirenents of Washington state l|law regarding foreign
corporations and other foreign |legal persons. |If an activity would not
constitute "transacting business”" wthin the nmeaning of RCW
23B.15.010(1) or chapter 23B.18 RCW then the activity shall not
constitute banking or engaging in a trust business. Nothing in this
subsection shall prevent operations by an alien bank in conpliance with
chapter 30.42 RCW(as recodified by this act).

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

(4) Any individual or |egal person, or director, officer((f4)). or
manager of such | egal person, who know ngly violates any provision of
this section shall be guilty of a gross m sdeneanor.

Sec. 104. RCW 30.04.025 and 2003 ¢ 24 s 3 are each anended to read
as follows:

Notw t hstanding any restrictions, limtations, requirenents, or
other provisions of law, a financial institution, as defined in RCW
30.22.040((x2)) (8) (as_recodified by this act), may charge, take,
receive, or reserve interest, discount or other points, finance
charges, or other simlar charges on any |oan or other extension of
credit, at a rate or anount that is equal to, or less than, the maxi num
rate or anount of interest, discount or other points, finance charges,
or other simlar charges that national banks |ocated in any other state
or states may charge, take, receive, or reserve, under 12 U S.C. Sec.
85, on loans or other extensions of credit to residents of this state.
However, this section does not authorize any subsidiary of a bank, of

SB 6135. SL p. 10
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a ((trust—ecompany—eof—a—wmutual)) savings bank, of a savings and | oan
associ ation, or of a credit union to charge, take, receive, or reserve
interest, discount or other points, finance charges, or other simlar
charges on any | oan or other extension of credit, unless the subsidiary

is itself a bank, ((#trust—eonpanry—rutual)) savings bank, savings and

| oan associ ation, or credit union.

Sec. 105. RCW 30.04.030 and 2010 ¢ 88 s 5 are each anended to read
as follows:

(1) The director shall have power to adopt wuniform rules in
accordance wth the adm nistrative procedure act, chapter 34.05 RCW to
govern exam nations and reports of banks, trust conpani es, and hol di ng
conpanies and the form in which they shall report their assets,
liabilities, and reserves, charge off bad debts and otherw se keep
their records and accounts, and otherwi se to govern the adm nistration

of this title. ((The director shall nail a copy of the rules to each
banl I . neinal ol ¢ bus )

(2) The director shall have the power, and broad adm nistrative
di scretion, to admnister and interpret the provisions of this title to
facilitate the delivery of financial services to the citizens of the
state of Washington by the banks, trust conpanies((f4)). and hol di ng
conpani es subject tothis title.

Sec. 106. RCW 30.04.050 and 2010 ¢ 88 s 6 are each anended to read
as foll ows:

(1) Each bank ((and—trust—eoenpany;)) and ((thet+)) its directors,

of ficers, enployees, and agents, shall conply with:

(a) This title ((anrd—ehapter—31-100RCW ) and Title 30B RCW (the
new title created under section 3 of this act) as applicable to each of
t hem

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

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

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

(e) The applicable statutes, rules((+)). and regulations
adm ni stered by the board of governors of the federal reserve system
the federal deposit insurance corporation, or their successor agencies,
Wi th respect to banks or trust conpani es.

p. 11 SB 6135. SL
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(2) Each holding conpany, and its directors, officers, enployees,
and agents, shall conmply wth:

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

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

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

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

(e) The applicable statutes, rules, and regul ati ons adm ni stered by
t he board of governors of the federal reserve system or its successor
agency, with respect to hol di ng conpani es, the violation of which would
result in an unsafe and unsound practice or material violation of |aw

Wi th respect to the subsidiary bank ((er—trust—eoempany)) of the hol ding
conpany.

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

Sec. 107. RCW 30.04.060 and 2010 ¢ 88 s 7 are each anended to read
as follows:

(1) The director, assistant director, program nmanager, or an
exam ner shall visit each bank ((anrd—-eachtrust—conpany)) at | east once
every eighteen nonths, and oftener if necessary, or as otherw se
required by the rules and interpretations of applicable federal banking
exam nation authorities, for the purpose of making a full investigation
into the condition of such corporation, and for that purpose they are
hereby enpowered to admnister oaths and to exam ne under oath any
director, officer, enployee, or agent of such corporation.

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

that owns any portion of a bank ((er—trust—eoenpany)) chartered by the
state of Washi ngton.

SB 6135. SL p. 12
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(3) The director may visit and examne into the affairs of any
nonpublicly held corporation in which the bank((—t+rust—cenpany-)) or
bank hol di ng conpany has an i nvestnent or any publicly held corporation
the capital stock of which is controlled by the bank((-—trust
eofpany+)) or bank holding conpany; may appraise and revalue such
corporations' investnents and securities; and shall have full access to
all the books, records, papers, securities, correspondence, bank
accounts, and ot her papers of such corporations for such purposes.

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

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

(6) The director my enter into cooperative and reciprocal
agreenments with the bank regulatory authorities of the United States,
any state, the District of Colunmbia, or any trust territory of the
United States for the periodic exam nation of donmestic bank hol ding
conpani es owni ng banking institutions in other states, the District of
Col unmbia, or trust territories, and subsidiaries of such donmestic bank
hol di ng conpani es, or of out-of-state bank hol ding conpani es owning a
bank ((er—trust—eonpany)) the principal operations of which are
conducted in this state. The director my accept reports of
exam nation and other records from such authorities in lieu of
conducting his or her own exam nations. The director may enter into
joint actions wth other regulatory bodies having concurrent
jurisdiction or may enter into such actions independently to carry out
his or her responsibilities under this title and assure conpliance with
the laws of this state.

(7) Copies fromthe records, books, and accounts of a bank((;—trust
eofpany+)) or hol di ng conpany shall be conpetent evidence in all cases,
equal with originals thereof, if there is annexed to such copies an
affidavit taken before a notary public or clerk of a court under seal,
stating that the affiant is the officer of the bank((,—trust—coenpanyy))
or hol di ng conpany having charge of the original records, and that the
copy is true and correct and is full so far as the sane relates to the
subj ect matter therein nentioned.

p. 13 SB 6135. SL
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Sec. 108. RCW 30.04.070 and 2013 ¢ 76 s 2 are each anended to read
as follows:

(1) In order to cover the costs of the operation of the
departnent's division of banks and to establish and mintain a
reasonabl e reserve for the division of banks, the departnent may charge
and collect the costs of exam nation, filing and other service fees,
and sem annual charges for recoupnent of nondirect expenses related to
t he exam nation of financial institutions regulated by the departnent,
as provided for in this section.

(2) The director shall collect fromeach bank, savings bank, trust
conpany, savi ngs associ ation, hol ding conpany under this title, holding
conpany under Title 32 RCW busi ness devel opnent conpany under chapter
31.24 RCW agricultural I|ender under chapter 31.35 RCW and snall
busi ness | ender under chapter 31.40 RCW

(a) For each exam nation of its condition the estimated actual cost
of such exam nation; and

(b) For services in relation to required filings, applications,
requests for waiver, i nvesti gations, approval s, determ nati ons,
certifications, agreenents, actions, directives, and orders nmade by or
to the director

(3) In addition to collecting the estimated actual cost of
exam nation and other fees authorized by subsection (2) of this
section, the director may coll ect a sem annual charge for recoupnent of
nondi rect expenses related to the examnation of a bank ((er—trust
cofpany)) under this title, a trust conpany, a savings bank under Title
32 RCW and a savings association under Title 33 RCW based upon the
assets of the bank, savings bank, or savings association, or assets
under managenent of the trust conpany, which shall be conputed upon the
asset value reflected in the institution's nost recent report of
condition. The rate nust be the sane for banks, savings banks, and
savi ngs associations, and there my be a separate rate for trust
conpani es that nust be the sanme for all trust conpani es.

(4) Every bank or trust conpany, savi ngs bank, savings associ ation,
hol di ng conpany, business devel opnent conpany, state agricultural
| ender, or state small business | ender shall also pay to the secretary
of state for filing any instrunment the sane fees as are required of
general corporations for filing corresponding instrunents, and al so the
sane |license fees as are required of general corporations.

SB 6135. SL p. 14
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(5) The director shall establish, set, and adjust by rule the
anmount of all fees and charges authorized by subsections (2) and (3) of
this section.

Sec. 109. RCW 30.04.075 and 2010 ¢ 88 s 9 are each anended to read
as follows:

(1) Al examnation reports and all information obtained by the
director and the director's staff in conducting exam nati ons of banks,
trust conpanies, or alien banks, and information obtained by the
director and the director's staff from other state or federal bank
regul atory authorities with whom the director has entered into
agreenents pursuant to RCW 30.04.060((€2))) (6) (as recodified by this

act), and information obtained by the director and the director's staff
relating to examnation and supervision of bank holding conpanies
owning a bank in this state or subsidiaries of such hol di ng conpani es,
is confidential and privileged information and shall not be nmade public
or otherwise disclosed to any person, firm corporation, agency,
associ ation, governnental body, or other entity.

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

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

(b) Bank regulatory authorities wth whomthe director has entered
into agreenents pursuant to RCW30.04.060((2>)) (6) (as recodified by

this act), and other bank regulatory authorities who are the primry
regul atory authority or insurer of accounts for a bank hol di ng conpany
owning a bank, trust conpany, or national banking association the
princi pal operations of which are conducted in this state or a
subsi diary of such hol ding conpany; provided that the director shal
first find that the reports of examnation to be furnished shal
recei ve protection fromdisclosure conparable to that accorded by this
section;

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

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

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

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

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

(h) The Washi ngton public deposit protection conm ssion as provided
by RCW 39. 58. 105;

(1) Organizations insuring or guaranteeing the shares of, or
deposits in, the bank or trust conpany; or

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

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

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

(5) Exam nation reports and information obtained by the director
and the director's staff in conducting exam nations, or obtained from
other state and federal bank regulatory authorities with whom the
director has entered into agreenents pursuant to RCW 30.04. 060( (&)
(6) (as_recodified by this act), or relating to examnation and
supervi si on of bank hol di ng conpani es owni ng a bank, trust conpany, or
national banking association the principal operations of which are
conducted in this state or a subsidiary of such hol ding conpany, or
information obtained as a result of applications or investigations
pursuant to RCW 30.04.230 (as recodified by this act), shall not be
subj ect to public disclosure under chapter 42.56 RCW

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

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

(8) Notwi thstanding any other provision of this section or other
applicable |law, a bank, trust conpany, alien bank, or hol ding conpany
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is not in violation of this section on account of its conpliance with
required reporting to the federal securities and exchange commi ssi on,
i ncludi ng the disclosure of any order of the director.

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

Sec. 110. RCW 30.04.111 and 2013 ¢ 76 s 3 are each anended to read
as follows:

(1) The total |oans and extensions of credit by a bank ((er—trust
corpany)) to a person outstanding at any one tine shall not exceed
twenty percent of the capital and surplus of such bank ((er—t+ust
corpany)). A loan or extension of credit made by a bank ((er—trust
conpany)) does not violate this section if the |oan or extension of
credit would qualify for an exception to the lending Ilimt for a
nati onal bank under rules adopted by the United States office of the
conptroller of the currency, or successor federal agency with authority
over national banks and federal savings associations.

(2) For the purposes of this section, the terns "borrower,"
"capital and surplus,” "derivative transaction,"” "loans and extensions
of credit,"” and "person" shall have the sane neaning as those terns are
defined in section 32.2 of Title 12 of the United States code of
federal regulations, 12 CF.R Sec. 32.2, except that "loans and
extensions of credit” also includes repurchase agreenents, reverse
repurchase agreenents, securities |lending transactions, or securities
borrow ng transactions between a bank and a borrower if the federa
deposit insurance corporation requires such treatnent for a state
i nsured bank or the board of governors of the federal reserve system
requires such treatnent for nmenber state banks.

(3) The director may prescribe rules to adm nister and carry out
t he purposes of this section, including wwthout limtationrules (a) to
define or further define terns used in this section, (b) to establish
limts or requirenments other than those specified in this section for
particul ar classes or categories of | oans and extensions of credit, (c)
to determne when a l|loan putatively nade to a person shall, for
purposes of this section, be attributed to another person, (d) to set
standards for conputation of tinme in relation to determning limts on
| oans and extensions of credit, and (e) to inplenment and incorporate
ot her changes in limts on | oans and extensions of credit necessary to
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conformto federal statute and rule required or otherw se authorized by
this section. |In adopting the rules, the director shall be guided by
rulings of the United States conptroller of the currency, or successor
federal banking regulator, that govern |imts on |oans and extensions
of «credit applicable to national banks and federal savi ngs
associ ati ons. In lieu of the adoption by the departnent of a rule
applicable to specific types of transactions, a bank, unless otherw se
approved by the director, shall conformto all applicable rulings of
the conptroller of the <currency, or successor federal banking
regulator, which (i) relate to national banks and federal savings
associations, (ii) govern such specific types of transactions or
circunstances, and (iii) are consistent with this section and the
departnent's adopted rul es.

(4)(a) A loan or extension of credit that was within the limt on
| oans and extensions of credit when nade is not a violation but will be
treated as nonconformng if the loan or extension of credit is no
longer in conformty with the bank's ((er—t+rust—eompany-s)) limt on
| oans and extensions of credit because:

(i) The bank's ((er—trust—eonpany—s)) capital has declined,
borrowers have subsequently nerged or formed a conmmon enterprise,
| enders have nerged, or the limt on |oans and extensions of credit or
capital rul es have changed; or

(i1) Collateral securing the |oan or extension of credit, in order
to satisfy the requirements of an exception to the limt, has declined
i n val ue.

(b) A bank ((er+—t+rust—eonpany)) shall nmake reasonable efforts to
bring a |l oan or extension of credit that is nonconform ng under (a)(i)
of this subsection into conformty wth the bank's ((er—trust
corpany—s)) limt on |loans and extensions of credit unless to do so
woul d be inconsistent with safe and sound banki ng practi ces.

(c) A bank ((er—trust—coenpany)) nust bring a | oan or extension of
credit that is nonconformng under (a)(ii) of this subsection into
conformty with the bank's |imt on |oans and extensions of credit
within thirty calendar days, except when judicial proceedings,
regul atory actions, or other extraordinary circunstances beyond the

bank' s ((er—trust—eorpany—s)) control prevent the bank or trust conpany
from taking action
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(d) Notwi thstanding any provision of this subsection (4), the
director may by rule or interpretation prescribe standards for
treatnment of nonconform ng extensions of credit that are derivatives
transactions, repurchase agreenents, reverse repurchase agreenents,
securities lending transactions, or securities borrow ng transactions,
and may, if required for state insured banks or nenber state banks
rely upon rules or interpretations of the federal deposit insurance
corporation or the board of governors of the federal reserve system as
appl i cabl e.

(5) Notwi thstandi ng any provision of this section to the contrary,
in the event that a bank's capital declines sufficiently to seriously
inpair the bank's ability to effectively operate in its marketpl ace or
serve the needs of its custoners or the comunity in which it is
| ocated, the director may, upon witten application and in the exercise
of the director's discretion, grant the bank tenporary perm ssion to
fund | oans and extensions of credit in excess of the bank's limt on
| oans and extensions of credit under this section. In the exercise of
di scretion, the director may further specify conditions for granting
such energency exception and may limt energency |ending authority
under this section to particular types or classes of loans and
extensions of credit.

(6) Notwi thstandi ng any provision of this section to the contrary,
the director, in the exercise of discretion, nmay grant an exception to
the limt on | oans and extensions of credit otherwi se required by this
section, based on extenuating facts and circunstances. In deciding
whet her to grant an exception under this subsection, the director shal
consi der:

(a) The proposed transaction for which the exception is sought;

(b) How the requested exception would affect the capital adequacy
and safety and soundness of the requesting bank if the exception is not
granted or, if the exception is granted, if the proposed borrower
should ultimately defaul t;

(c) How the requested exception would affect the loan portfolio
di versification of the requesting bank;

(d) The conpetency of managenent to handl e the proposed transaction
and any resulting safety and soundness i ssues;

(e) The marketability and val ue of the proposed collateral; and
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(f) The extenuating facts and circunstances that warrant an
exception in light of the purpose of |imt on |oans and extensions of
credit set forth in this section.

Sec. 111. RCW30.04.120 and 1994 c¢c 92 s 13 are each anmended to
read as foll ows:

The shares of stock of every bank ((anrd—t+rust—eoenpany)) shall be
deened personal property. No such corporation shall hereafter nake any
| oan or discount on the security of its own capital stock, nor be the
purchaser or holder of any such shares, unless such security or
purchase shall be necessary to prevent |oss upon a debt previously
contracted in good faith; in which case the stocks so purchased or
acquired shall be sold at public or private sale, or otherw se di sposed
of, wthin six nonths fromthe time of its purchase or acquisition
Except as hereinafter provided or otherwi se permtted by |aw, nothing
herein contained shall authorize the purchase by any such bank ((e+
trust—eorpany)) for its own account of any shares of stock of any
corporation, except a federal reserve bank of which such corporation
shall beconme a nenber, and then only to the extent required by such
federal reserve bank: PROVIDED, That any bank ((er—trust—ecoerpany)) may
purchase, acquire and hold shares of stock in any other corporation
whi ch shares have been previously pledged as security to any |oan or
di scount made in good faith and such purchase shall be necessary to
prevent | oss upon a debt previously contracted in good faith and stock
so purchased or acquired shall be sold at public or private sale or
ot herwi se di sposed of within two years fromthe tinme of its purchase or
acquisition. Any time limt inposed in this section nmay be extended by
the director upon cause shown. Banks ((and—trust—conpanies)) are
aut hori zed to make | oans on the security of the capital stock of a bank

((eF—trust—eonpany)) other than the | ending corporation.

Sec. 112. RCW 30.04. 125 and 1994 ¢ 256 s 33 and 1994 c 92 s 14 are
each reenacted and anended to read as foll ows:

Unl ess otherwise prohibited by law, any state bank ((er—trust
cofpany)) may invest in the capital stock of corporations organized to
conduct the foll ow ng busi nesses:

(1) A safe deposit Dbusiness: PROVI DED, That the anount of
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i nvest ment does not exceed fifteen percent of its capital stock and
surplus, wthout the approval of the director;

(2) A corporation holding the prem ses of the bank or its branches:
PROVI DED, That w thout the approval of the director, the investnent of
such stock shall not exceed, together with all loans nmade to the
corporation by the bank, a sum equal to the anmobunt permtted to be
invested in the prem ses by RCW30.04. 210 (as recodified by this act);

(3) Stock in a small business investnent conpany |icensed and
regul ated by the United States as authorized by the small business act,
Public Law 85-536, 72 Statutes at Large 384, in an anount not to exceed
five percent of its capital and surplus wthout the approval of the
di rector;

(4) Capital stock of a banking service corporation or corporations.
The total anpbunt that a bank nmay invest in the shares of such
corporation may not exceed ten percent of its capital and surplus
W t hout the approval of the director. A bank service corporation may
not engage in any activity other than those permtted by the bank
service corporation act, 12 U.S.C. Sec. 1861, et seq., as subsequently
anmended and in effect on Decenber 31, 1993. The performance of any
service, and any records nai ntai ned by any such corporation for a bank,
shall be subject to regulation and exam nation by the director and
appropriate federal agencies to the sane extent as if the services or
records were being perforned or maintained by the bank on its own
prem ses;

(5) Capital stock of a federal reserve bank to the extent required
by such federal reserve bank;

(6) A corporation engaging in business activities that have been
determ ned by the board of governors of the federal reserve system or
by the United States congress to be closely related to the busi ness of
banki ng, as of Decenber 31, 1993;

(7) A governnentally sponsored corporation engaged in secondary
mar keting of | oans and the stock of which nust be owned in order to
participate inits marketing activities;

(8) A corporation in which all of the voting stock is owned by the
bank and that engages exclusively in nondeposit-taking activities that
are authorized to be engaged in by the bank or trust conpany;

(9) A bank ((er—t+ust—eenpany)) may purchase for its own account
shares of stock of a bank or a hol di ng conpany that owns or controls a
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bank if the stock of the bank or conpany is owned excl usively, except
to the extent directly qualifying shares are required by law, by
depository institutions and the bank or conpany and all subsidiaries
thereof are engaged exclusively in providing services for other
depository institutions and their officers, directors, and enpl oyees.
In no event may the total amount of such stock held by a bank ((e+
trust—eoenpany)) I n any bank or bank hol ding conpany exceed at any tine
ten percent of its capital stock and paid-in and uninpaired surplus,
and in no event may the purchase of such stock result in a bank ((e+
trust—eoempany)) acquiring nore than twenty-five percent of any class of
voting securities of such bank or conmpany. Such a bank or bank hol di ng
conpany shall be called a "banker's bank."

Sec. 113. RCW30.04.127 and 2010 c¢ 88 s 11 are each anended to
read as foll ows:

(1) A bank ((e+—t+rust—eoenpany)), alone or in conjunction w th other
entities, may form incorporate, or invest in corporations or other
entities, whether or not such other corporation or entity is related to
t he bank's ((er—trust—conpany—s)) business. The aggregate anount of
funds invested, or used in the formation of corporations or other
entities under this section shall not exceed ten percent of the assets
or fifty percent of the net worth, whichever is |less, of the bank ((e+
trust—eonpany)). For purposes of this subsection, "net worth" neans
t he aggregate of capital, surplus, undivided profits, and all capital
notes and debentures which are subordinate to the interest of
depositors.

(2) A bank ((er—trust—eonpany)) may engage in an activity permtted
under this section only with the prior authorization of the director
and subject to such requirenents, restrictions, or other conditions as
the director may adopt by rule, order, directive, standard, policy,
menmor andum(((4) ). or other witten comunication with regard to the
activity. I n approving or denying a proposed activity, the director
shal | consider the financial and rmanagenent strength of the
institution, the conveni ence and needs of the public, and whether the
proposed activity shoul d be conducted through a subsidiary or affiliate
of the bank. The director may not authorize under this section and no
bank ((er—trust—eenpany)) my act as an insurance or travel agent
unl ess otherw se authorized by state statute.
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Sec. 114. RCW30.04.129 and 1985 c¢c 301 s 2 are each anended to
read as foll ows:

Any bank ((er—trust—ecoenpany)) may invest in obligations issued or
guaranteed by any nultilateral developnent bank in which the United
States governnent formally participates. Such investnent in any one
mul til ateral devel opnent bank shall not exceed five percent of the

bank' s ((er—trust—econpany—s)) paid-in capital and surplus.

Sec. 115. RCW 30.04.130 and 1994 ¢ 256 s 34 and 1994 c 92 s 16 are
each reenacted and anmended to read as foll ows:

Based on exam nations directed pursuant to RCW 30.04.060 (as
recodified by this act) or other appropriate information, all assets or
portion thereof that the director may have required a bank ((er—t+ust
cofpany)) to charge off shall be charged off. No bank ((er—t+ust
cofpany)) shall enter or at any time carry on its books any of its
assets or liabilities at a valuation contrary to generally accepted
accounting principles.

Sec. 116. RCW 30.04.140 and 2011 c 336 s 744 are each anended to
read as foll ows:

No bank ((er—trust—eonpany)) shall pledge or hypothecate any of its
securities or assets to any depositor, except that it may qualify as
depositary for United States deposits, or other public funds, or funds
held in trust and deposited by any public officer by virtue of his or
her office, or as a depository for the nobney of estates under the
statutes of the United States pertaining to bankruptcy or funds
deposited by a trustee or receiver in bankruptcy appoi nted by any court
of the United States or any referee thereof, or funds held by the
United States or the state of Washington, or any officer thereof in
trust, or for funds of corporations owned or controlled by the United
States, and may give such security for such deposits as are required by
| aw or by the officer making the sane; and it may give security toits
trust departnent for deposits with itself which represent trust funds
invested in savings accounts or which represent fiduciary funds
awai ting investnment or distribution.

Sec. 117. RCW30.04.180 and 1994 ¢ 256 s 35 and 1994 c 92 s 17 are
each reenacted and anended to read as foll ows:
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No bank ((er—t+ust—eoenpany)) shall declare or pay any dividend to
an anmount greater than its retai ned earnings, wthout approval fromthe

director. The director shall in his or her discretion have the power
to require any bank ((er—trust—eonpany)) to suspend the paynent of any
and all dividends until all requirenents that may have been nade by the
director shall have been conplied with; and upon such notice to suspend
di vi dends no bank ((er—trust—eoenpany)) shall thereafter declare or pay
any dividends until such notice has been rescinded in witing. A
dividend is payable in cash, property, or capital stock, but the
restrictions on the paynent of a dividend (other than restrictions
i nposed by the director pursuant to his or her authority to require the
suspension of the paynment of any or all dividends) do not apply to a
di vi dend payable by the bank ((er—trust—ecoenpany)) solely in its own
capital stock. For purposes of this section, "retai ned earnings" shal
be determ ned by generally accepted accounting principles.

Sec. 118. RCW 30.04.210 and 1994 ¢ 256 s 36 and 1994 c 92 s 18 are
each reenacted and anended to read as foll ows:

A bank ((er—t+rust—eoenpany)) my purchase, hold, and convey rea
estate for the foll ow ng purposes:

(1) Such as shall be necessary for the convenient transaction of
its business, including with its banking offices other space in the
same building to rent as a source of incone: PROVIDED, That any bank
((eF—trust—eonpany)) shall not invest for such purposes nore than the
greater of: (a) Fifty percent of its capital, surplus, and undivided
profits; or (b) one hundred twenty-five percent of its capital stock
wi t hout the approval of the director.

(2) Such as shall be purchased or conveyed to it in satisfaction
or on account of, debts previously contracted in the course of its
busi ness.

(3) Such as it shall purchase at sale under judgnents, decrees
liens, or nortgage foreclosures, fromdebts owed to it.

(4) Such as a trust conpany receives in trust or acquires pursuant
to the terns or authority of any trust.

(5) Such as it may take title to or for the purpose of investing in
real estate conditional sales contracts.

(6) Such as shall be purchased, held, or conveyed in accordance
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with RCW30.04.212 (as recodified by this act) granting banks the power
to invest directly or indirectly in uninproved or inproved real estate.

Sec. 119. RCW30.04.212 and 1994 ¢ 92 s 19 are each anended to
read as foll ows:

(1) In addition to the powers granted under RCW 30.04.210 (as
recodified by this act) and subject tothe limtations and restrictions
contained in this section and in RCW 30.60.010 and 30.60.020 (as
recodified by this act), a bank:

(a) May acquire any interest in wuninproved or inproved real
property;

(b) May construct, alter, and nanage inprovenents of any
description on real estate in which it holds a substantial equity
i nterest.

(2) The powers granted under subsection (1) of this section do not
i ncl ude, and a bank may not:

(a) Manage any real property in which the bank does not own a
substantial equity interest;

(b) Engage in activities of selling, |easing, or otherw se dealing
in real property as an agent or broker; or

(c) Acquire any equity interest in any one to four-famly dwelling
that is used as a principal residence by the owner of the dwelling;
however, this shall not prohibit a bank from naking | oans secured by
such dwel ling where all or part of the bank's anticipated conpensation
results fromthe appreciation and sale of such dwelling.

(3) The aggregate anount of funds invested under this section shal
not exceed two percent of a bank's capital, surplus, and undivided
profits. Such percentage anmount shall be increased based upon the nost
recent community reinvestnent rating assigned to a bank by the director
in accordance with RCW 30.60.010 (as_recodified by this_ act), as
fol | ows:

(a) Excellent performance: I ncrease to 10%
(b) Good performance: I ncrease to 8%
(c) Satisfactory performnce: I ncrease to 6%
(d) I nadequate performance: I ncrease to 3%
(e) Poor performance: No i ncrease

(4) For purposes of this section only, each bank will be deened to
have been assigned a comunity reinvestnent rating of "1" for the
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period beginning with January 1, 1986, and endi ng Decenber 31, 1986.
Thereafter, each bank will be assigned an annual rating in accordance
with RCW 30.60.010 (as _recodified by this act), which rating shall
remain in effect for the next succeeding year and until the director
has conducted a new investigation and assigned a new rating for the
next succeedi ng year, the process repeati ng on an annual basis.

(5 No bank may at any tine be required to dispose of any
i nvest ment nmade in accordance with this section due to the fact that
the bank is not then authorized to acquire such investnent, if such
investnment was lawfully acquired by the bank at the time of
acqui sition.

(6) The director shall Iimt the anbunt that may be invested in a
single project or investnent and nay adopt any rule necessary to the
safe and sound exerci se of powers granted by this section.

Sec. 120. RCW30.04.214 and 1985 c 329 s 6 are each anended to
read as foll ows:

(1) An amount equal to ten percent of the aggregate anount invested
in real estate in accordance with RCW 30.04. 212 (as recodified by this
act) shall be placed in qualifying comunity investnments as defined in
subsection (2) of this section.

(2) "Qualifying community investnment"” neans any direct or indirect
i nvestnment or extension of credit nade by a bank in projects or
prograns designed to devel op or redevel op areas in which persons with
| ow or noderate incones reside, designed to neet the credit needs of
such | ow or noderate-inconme areas, or that primarily benefits | ow and
noder at e-i nconme residents of such areas. The termincludes, but is not
l[imted to, any of the followng within the state of Washi ngton

(a) Investnents in governnental |y insured, guaranteed, subsidized,
or ot herw se sponsored prograns for housing, small farnms, or businesses
t hat address the needs of the | ow and noder at e-i ncone areas.

(b) Investnents in residential nortgage |oans, honme inprovenents
| oans, housing rehabilitation | oans, and snmall business or small farm
| oans originated in | ow and noderate-incone areas, or the purchase of
such loans originated in | ow and noderate-incone areas.

(c) Investnents for the preservation or revitalization of urban or
rural comunities in |ow and noderate-incone areas.
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The termdoes not include personal installnment |oans, | oans nmade to
purchase, or | oans secured by an autonobile.

(3) Aqualifying comunity investnent made by an entity that whol |y
owns a bank, is wholly owned by a bank, or is wholly owned by an entity
that wholly owns the bank is deened to have been nmade by a bank to
satisfy the requirenents of subsection (1) of this section.

Sec. 121. RCW 30.04.215 and 2013 ¢ 76 s 4 are each anended to read
as follows:

(1) Notw t hstandi ng any ot her provisions of law, in addition to al
powers enunerated by this title, and those necessarily inplied
therefrom a bank ((er—t+rust—ecoenpany)) my engage in other business
activities that have been determ ned by the board of governors of the
federal reserve systemor by the United States Congress to be closely
related to the business of banking, as of July 28, 2013.

(2) A bank ((er—trust—econpany)) that desires to performan activity
that is not expressly authorized by subsection (1) of this section
shall first apply to the director for authorization to conduct such
activity. Wthin thirty days of the receipt of this application, the
director shall determ ne whether the activity is closely related to the
busi ness of banki ng, whet her the public conveni ence and advantage w ||
be pronoted, whether the activity is apt to create an unsafe and
unsound practice by the bank ((er—trust—eonpany)) and whether the
applicant is capable of performng such an activity. |If the director
finds the activity to be closely related to the business of banking and
t he bank ((er—trust—conpany)) is otherwise qualified, he or she shal
i mredi ately informthe applicant that the activity is authorized. |If
the director determ nes that such activity is not closely related to
t he busi ness of banking or that the bank ((ertrust—eempany)) IS not
ot herw se qualified, he or she shall pronptly informthe applicant in
writing. The applicant shall have the right to appeal from an
unfavorable determnation in accordance with the procedures of the
Adm ni strative Procedure Act, chapter 34.05 RCW In determ ning
whet her a particular activity is closely related to the business of
banking, the director shall be guided by the rulings of the board of
governors of the federal reserve system and the conptroller of the
currency in nmaking determinations in connection wth the powers
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exer ci sabl e by bank hol di ng conpani es, and the activities perforned by
ot her commrerci al banks or their hol di ng conpani es.

(3) Notwi thstanding any restrictions, |imtations, and requirenents
of law, in addition to all powers, express or inplied, that a bank has
under the laws of this state, a bank shall have the powers and
authorities conferred as of July 28, 1985, or as of any subsequent date
not later than July 28, 2013, upon any federally chartered bank doing
business in this state. A bank may exercise the powers and authorities
conferred on a federally chartered bank after July 28, 2013, only if
the director finds that the exercise of such powers and authorities:

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

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

(4) Notw thstanding any other provisions of |law, a bank has the
powers and authorities that an out-of-state state bank operating a
branch in Washington has if the director finds that the exercise of
such powers and authorities serves the convenience and advantage of
depositors and borrowers, or the general public, and maintains the
fairness of conpetition and parity between state-chartered banks and
out - of -state state banks.

(5 As wused in this section, "powers and authorities" include
without limtation powers and authorities in corporate governance and
operational matters.

(6) The restrictions, limtations, and requirenments applicable to
specific powers and authorities of federally chartered banks and out -
of -state state banks, as applicable, shall apply to banks exercising
those powers and authorities permtted under this section but only
insofar as the restrictions, limtations, and requirenents relate to
exercising the powers and authorities granted banks solely under this
section.

(7) The director may require a bank to provide notice to the
director prior to inplenentation of a plan to devel op, inprove, or
continue holding real estate, including capitalized and operating
| eases, acquired through any neans in full or partial satisfaction of
a debt previously contracted, under circunmstances which a national bank
woul d be required to provide notice to the conptroller of the currency
prior to inplenmentation of such a plan. The director may adopt rul es
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or issue orders, directives, standards, policies, nenoranda, or other
of ficial comunications to specify guidance wwth regard to the exercise
of the powers and authorities to expend such funds as are needed to
enabl e a bank ((er—trust—eoenpany)) to recover its total investnent to
the fullest extent authorized for a national bank under the nationa

bank act, 12 U.S.C. Sec. 29.

(8 Any activity which nay be perforned by a bank ((er—trust
cofpany)), except the taking of deposits, may be perfornmed by (a) a
corporation or (b) another entity approved by the director, which in
either case is owed in whole or in part by the bank ((er—trust

coRpany) ) .

Sec. 122. RCW30.04.220 and 1994 ¢ 92 s 21 are each anended to
read as foll ows:

Every corporation, which on Mirch 10, 1917, was actually and
publicly engaged in banking or trust business in this state in full
conpliance with the | aws hereof, which were in force imrediately prior
to March 10, 1917, may, if it otherw se conplies with the provisions of
this title, continue its said business, subject to the ternms and
regul ati ons hereof and w thout amending its articles of incorporation,
al though its nane and the anount of its capital stock, the nunber or
length of terns of its directors or the form of its articles of
incorporation do not conply with the requirenments of this title:
PROVI DED,

(1) That any such bank, which was by the director lawfully
permtted to operate, although its capital stock was not fully paidin,
shall pay in the balance of its capital stock at such times and in such
anounts as the director may require;

(2) That, except with witten perm ssion of the director, any bank
((eF—t+rust—eonpany)) which shall amend its articles of incorporation
must in such event conply with all the requirenents of this title.

Sec. 123. RCW 30.04.225 and 1986 c¢c 279 s 11 are each anended to
read as foll ows:

In the absence of an express prohibition in its articles of
i ncorporation, the making of contributions or gifts for the public
wel fare, or for charitable, scientific, or educational purposes by a
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state bank ((er—trust—eenpany)) is within its powers and shall be
deened to inure to the benefit of the bank.

Sec. 124. RCW 30.04.230 and 2005 ¢ 274 s 252 are each anended to
read as foll ows:

(1) A corporation or association organi zed under the laws of this
state or licensed to transact business in the state may acquire any or
all shares of stock of any bank((—trust—eenpanys)) or national banking
association. Nothing in this section shall be construed to prohibit
the nerger, consolidation, or reorganization of a bank ((er—t+ust
conpany)) in accordance with this title.

(2) Unless the ternms of this section or RCW 30.04.232 (as
recodified by this act) are conplied with, an out-of-state bank hol di ng
conpany shall not acquire nore than five percent of the shares of the
voting stock or all or substantially all of the assets of a bank((+
trust—eoempanys-)) or national banking association the principa
operations of which are conducted within this state.

(3) As wused in this section a "bank holding conpany"” neans a
conpany that is a bank hol di ng conpany as defined by the Bank Hol di ng
Conpany Act of 1956, as anended (12 U S.C. Sec. 1841 et seq.). An
"out-of-state bank holding conpany" is a bank holding conpany that
principally conducts its operations outside this state, as neasured by
total deposits held or controlled by its bank subsidiaries on the date
on which it becane a holding conpany. A "donestic bank holding
conpany” is a bank holding conpany that principally conducts its
operations within this state, as neasured by total deposits held or
controlled by its bank subsidiaries on the date on which it becane a
bank hol di ng conpany.

(4) Any such acquisition referred to under subsection (2) of this
section by an out-of-state bank hol ding conpany requires the express
witten approval of the director. Approval shall not be granted unl ess
and until the follow ng conditions are net:

(a) An out-of-state bank holding conpany desiring to nake an
acquisition referred to under subsection (2) of this section and the
bank, ((trust—eoenpanys)) national banki ng associ ati on, or donestic bank
hol di ng conpany parent thereof, if any, proposed to be acquired shal
file an application in witing with the director. The director shal
by rule establish the fee schedule to be collected fromthe applicant
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in connection with the application. The fee shall not exceed the cost
of processing the application. The application shall contain such
information as the director may prescribe by rule as necessary or
appropriate for the purpose of making a determ nation under this
section. The application and supporting information and all
exam nation reports and information obtained by the director and the
director's staff in conducting its investigation shall be confidenti al
and privileged and not subject to public disclosure under chapter 42.56
RCW The application and information may be disclosed to federal bank
regul atory agencies and to officials enpowered to investigate crim nal
charges, subject to | egal process, valid search warrant, or subpoena.
In any civil action in which such application or information is sought
to be discovered or used as evidence, any party may, upon notice to the
director and other parties, petition for an in camera review. The
court may permt discovery and introduction of only those portions that
are relevant and ot herw se unobtai nable by the requesting party. The
application and information shall be discoverable in any judicial
action challenging the approval of an acquisition by the director as
arbitrary and capricious or unlawful .

(b) The director shall find that:

(i) The bank((—trust—eoermpanys-)) or national banking association
that is proposed to be acquired or the donestic bank hol di ng conpany
controlling such bank((-—trust—eorpany-—)) or national banking
association is in such a liquidity or financial condition as to be in
danger of <closing, failing, or 1insolvency. In making any such
determ nation the director shall be guided by the criteria devel oped by
the federal regulatory agencies with respect to energency acqui sitions
under the provisions of 12 U S.C. Sec. 1828(c);

(1i) There is no state bank((—trust—eerpany-)) or national banking
associ ation doing business in the state of Washi ngton or donestic bank
hol di ng conpany with sufficient resources willing to acquire the entire
bank( (—trust—eenpanys)) or national banking association on at | east as
favorable terns as the out-of-state bank hol ding conpany is wlling to
acquire it;

(tii1) The applicant out-of-state bank hol di ng conpany has provi ded
all information and docunents requested by the director inrelation to
t he application; and
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(tv) The applicant out-of-state bank holding conpany has
denonstrated an acceptable record of nmeeting the credit needs of its
entire comunity, including low and noderate inconme neighborhoods,
consistent wth the safe and sound operation of such institution.

(c) The director shall consider:

(1) The financial institution structure of this state; and

(i1) The conveni ence and needs of the public of this state.

(5) Nothing in this section may be construed to prohibit, limt,
restrict, or subject to further regulation the ownership by a bank of
the stock of a bank service corporation or a banker's bank.

Sec. 125. RCW 30.04.232 and 1996 ¢ 2 s 3 are each anended to read
as follows:

(1) In addition to an acquisition pursuant to RCW 30.04.230 (as
recodified by this act), an out-of-state bank holding conpany nmay
acquire nore than five percent of the voting stock or all or
substantially all of the assets of a bank((-—trust—eoenpany-)) or
nati onal banking association, the principal operations of which are
conducted within this state, if the bank((;-—trust—eoerpany-)) or
nati onal banking association or its predecessor, the voting stock of
which is to be acquired, shall have been conducting business for a
period of not |less than five years.

(2) The director, consistent with 12 U. S.C. Sec. 1842(d)(2) (D), may
approve an acquisition if the standard on which the approval is based
does not discrimnate against out-of-state banks, out-of-state bank
hol di ng conpani es, or subsidiaries of those banks or hol di ng conpani es.

(3) As wused in this section, the terns "bank holding conpany,"”
"donmestic bank holding conpany,"” and "out-of-state bank hol ding
conpany"” shall have the neanings provided in RCW 30.04.230 (as
recodified by this act).

Sec. 126. RCW 30.04.240 and 2013 ¢ 76 s 6 are each anended to read
as follows:

(1) A person authorized under this title or Title 30B RCW (the new
title created under section 3 of this_act) to engage in a trust
busi ness shall maintain in its office a trust departnment in which it
shal | keep books and accounts of its trust business, separate and apart
fromits other business. Such books and accounts shall specify the
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cash, securities and other properties, real and personal, held in each
trust, and such securities and properties shall be at all tines
segregated fromall other securities and properties except as ot herw se
provided in this section.

(2) Any person connected with a bank ((er—trust—eenpany)) who
shall, contrary to this section or any other provision of |aw,
comm ngl e any funds or securities of any kind held by such corporation
in trust, for safekeeping or as agent for another, with the funds or
assets of the corporation is guilty of a class B felony punishable
according to chapter 9A. 20 RCW

(3) Notwi thstanding any other provisions of law, any fiduciary
hol di ng securities in its fiduciary capacity or any state bank((y)) or
nati onal bank((—er—trust—conpany)) holding securities as fiduciary or
as custodian for a fiduciary is authorized to deposit or arrange for
the deposit of such securities: (a) In a clearing corporation (as
defined in Article 8 of the Uniform Commercial Code, chapter 62A 8
RCW; (b) within another state bank, national bank, or trust conpany
havi ng trust power whether |ocated inside or outside of this state; or
(c) withinitself. Wen such securities are so deposited, certificates
representing securities of the sanme class of the sanme issuer may be
merged and held in bulk in the nane of the nom nee of such clearing
corporation or state bank, national bank, or trust conpany hol di ng the
securities as the depository, wth any other such securities deposited
in such clearing corporation or depository by any person, regardl ess of
the ownership of such securities, and certificates of snall
denom nation may be nerged into one or nore certificates of |arger
denom nation. The records of such fiduciary and the records of such
state bank, national bank, or trust conpany as a fiduciary or as
custodian for a fiduciary shall at all tines show the nane of the party
for whose account the securities are so deposited. Owership of, and
other interests in, such securities may be transferred by bookkeepi ng
entries on the books of such clearing corporation, state bank, national
bank, or trust conpany wthout physical delivery or alteration of
certificates representing such securities. A state bank, nationa
bank, or trust conpany so depositing securities pursuant to this
section shall be subject to such rules and regulations as, in the case

of state-chartered banks ((and—trust—conpanies)), the director and, in

the case of national banking associations, the conptroller of the
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currency may fromtinme to time issue. A state bank((y)) or national

bank( (;—er—t+ust—eenpany)) acting as custodian for a fiduciary shall,
on demand by the fiduciary, certify in witing to the fiduciary the
securities so deposited by such state bank((s)) or national bank((—e+
trust—eonpany)) in such clearing corporation or state bank, nationa

bank, or trust conpany acting as such depository for the account of
such fiduciary. A fiduciary shall, on demand by any party to a
judicial proceeding for the settlenent of such fiduciary's account or
on demand by the attorney for such party, certify in witing to such
party the securities deposited by such fiduciary in such clearing
corporation or state bank, national bank, or trust conpany acting as
such depository for its account as such fiduciary.

Thi s subsection shall apply to any fiduciary holding securities in
its fiduciary capacity, and to any state bank((+)) or national bank((+
er—trust—eoenpany)) holding securities as a custodi an, managi ng agent,
or custodian for a fiduciary, acting on Mirch 14, 1973 or who
thereafter nmay act regardl ess of the date of the agreenent, instrunent,
or court order by which it is appointed and regardl ess of whether or
not such fiduciary, custodian, nmanaging agent, or custodian for a
fiduciary owns capital stock of such clearing corporation.

Sec. 127. RCW 30.04.260 and 2013 ¢ 76 s 7 are each anended to read
as follows:

(1) No person, other than an attorney-at-law or law firm as
permtted by other |aw, which advertises that it wll furnish |egal
advi ce, construct or prepare wlls, or do other legal work for its
custoners, shall be permtted to act as executor, admnistrator, or
guardi an; and such person whose officers or agents shall solicit |egal
busi ness shall be ineligible for a period of one year thereafter to be
appoi nted executor, adm nistrator, or guardian in any of the courts of
this state.

(2) Any person authorized under this title or Title 30B RCW (the
new title created under section 3 of this act) to engage in a trust
busi ness, which advertises that it will furnish | egal advice, construct
or prepare wills, or do other legal work for its custoners, and any
officer, agent, or enployee of such person who shall solicit |ega
business is guilty of a gross m sdeneanor.

p. 35 SB 6135. SL



© 00 N O Ol WDN P

NNNNNNRRRRRRRRR R
g A W NP O O 0o ~NO” U D WDN PP O

26
27
28
29
30
31
32
33
34
35
36

Sec. 128. RCW30.04.285 and 2007 ¢ 167 s 1 are each anended to
read as foll ows:

(1) The director's approval of a branch wthin the United States or
any territory of the United States or in any foreign country shall be
conditioned on a finding by the director that the bank has a
satisfactory record of conpliance with applicable laws and has a
sati sfactory financial condition. A bank chartered under this title
may exercise any powers and authorities at any branch outside
Washington that are permssible for a bank operating in that state
where the branch is | ocated, except to the extent those activities are
expressly prohibited by the laws of this state or by any rule or order
of the director applicable to the state bank. However, the director
may waive any limtation in witing wth respect to powers and
authorities that the director determ nes do not threaten the safety or
soundness of the state bank.

(2) An out-of-state bank may acquire, establish, or mintain a
branch in Wshington within one mle of an affiliate comercial
| ocation only to the sanme extent permtted for a Washi ngton bank under
applicable state and federal |aw For purposes of this subsection,
"bank" nmeans any national bank, state bank, and district bank, as
defined in 12 U S. C. Sec. 1813(a); "out-of-state bank"” means a bank
whose hone state is a state other than Washington; and "Washi ngton
bank"” neans a bank whose hone state is Washington. "Hone state" has
the sane neaning as defined in RCW 30.38.005 (as recodified by this

act) .

Sec. 129. RCW 30.04.330 and 1955 ¢ 33 s 30.04. 330 are each anended
to read as foll ows:

Any bank, which termfor the purpose of this section shall include
but not be limted to any state bank, national bank or association,
mut ual savi ngs bank, savings and | oan associ ation, ((trust—eoenpany))
federal reserve bank, federal hone | oan bank, and federal savings and
| oan associ ation, federal credit union, and state credit union doing
business in this state, may remai n cl osed on Saturdays and any Sat urday
on which a bank remains closed shall be, with respect to such bank, a
holiday and not a business day. Any act, authorized, required or
permtted to be performed at or by or with respect to any bank, as
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herein defined, on a Saturday, nmay be performed on the next succeedi ng
busi ness day, and no liability or loss of rights of any kind shal
result fromsuch cl osing.

Sec. 130. RCW30.04.375 and 1982 ¢ 86 s 1 are each anended to read
as follows:

Any bank ((er—trust—eorpany)) my invest in the stock or
participation certificates of production credit associations, federal
internediate credit banks and the stock or other evidences of
participation of federal |and banks in anmbunts consistent with safe and

sound practice in conducting the business of the ((trust—conpany—-o+))
bank.

Sec. 131. RCW 30.04.380 and 1986 c 279 s 13 are each anended to
read as foll ows:

Any bank ((er—t+rust—eonpany)) my Invest an anount not exceeding
ten per centumof its paid-in capital stock and surplus in the stock of
one or nore banks or corporations chartered under the laws of the
United States, or of any state thereof, and principally engaged in
i nternational or foreign banking, or banking in a dependency or insular
possession of the United States, either directly or through the agency,
ownership or control of local institutions in foreign countries, or in
such dependenci es or insul ar possessions.

Sec. 132. RCW 30.04.390 and 1986 c 279 s 14 are each anended to
read as foll ows:

Any bank ((er—trust—eoenpany)) may acquire and hold, directly or
indirectly, stock or other evidence of indebtedness or ownership in one
or nore banks organized under the law of a foreign country or a
dependency or insul ar possession of the United States.

Sec. 133. RCW 30.04.400 and 1977 ex.s. ¢ 246 s 1 are each anmended
to read as foll ows:

As used in RCW 30.04.400 through 30.04.410 (as recodified by this
act), the follow ng words shall have the foll ow ng neani ngs:

(1) "Control"™ nmeans directly or indirectly alone or in concert with
others to own, control, or hold the power to vote twenty-five percent
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or nore of the outstanding stock or voting power of the "controlled"
entity;

(2) "Acquiring party" neans the person acquiring control of a bank
t hrough t he purchase of stock; and

(3) "Person" neans any individual, corporation, partnership,
associ ation, business trust, or other organi zation.

Sec. 134. RCW30.04.405 and 1994 ¢ 92 s 29 are each anmended to
read as foll ows:

(1) It is unlawful for any person to acquire control of a bank
until thirty days after filing with the director a copy of the notice
of change of control required to be filed with the federal deposit
i nsurance corporation or a conpleted application. The notice or
application shall be under oath and contain substantially all of the
follow ng informati on plus any additional information that the director
may prescribe as necessary or appropriate in the particular instance
for the protection of bank depositors, borrowers, or sharehol ders and
the public interest:

(a) The identity, banking and busi ness experi ence of each person by
whom or on whose behal f acquisitionis to be nade;

(b) The financial and managerial resources and future prospects of
each person involved in the acquisition;

(c) The terns and conditions of any proposed acquisition and the
manner in which the acquisitionis to be nmade;

(d) The source and ampunt of the funds or other consideration used
or to be used in making the acquisition, and a description of the
transaction and the nanes of the parties if any part of these funds or
ot her consi deration has been or is to be borrowed or otherw se obtained
for the purpose of making the acquisition;

(e) Any plan or proposal which any person naking the acquisition
may have to liquidate the bank, to sell its assets, to nerge it with
any ot her bank, or to make any other major change in its business or
corporate structure for managenent;

(f) The identification of any person enpl oyed, retained, or to be
conpensated by the acquiring party, or by any person on its behal f, who
makes solicitations or recommendati ons to sharehol ders for the purpose
of assisting in the acquisition and a brief description of the terns of
the enpl oynent, retainer, or arrangenent for conpensation; and
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(g) Copies of all invitations for tenders or advertisenents maki ng
a tender offer to shareholders for the purchase of their stock to be
used in connection with the proposed acqui sition.

(2) Notw thstandi ng any other provision of this section, a bank or
donestic bank holding conpany as defined in RCW 30.04.230 (as
recodified by this act) need only notify the director of an intent to
acquire control and the date of the proposed acquisition of control at
| east thirty days before the date of the acquisition of control.

(3) When a person, other than an individual or corporation, is
required to file an application under this section, the director nay
require that the information required by subsection (1)(a), (b), and
(f) of this section be given with respect to each person, as defined in
RCW 30. 04. 400(3) (as recodified by this act), who has an interest in or
controls a person filing an application under this subsection.

(4) When a corporation is required to file an application under
this section, the director may require that information required by
subsection (1)(a), (b), and (f) of this section be given for the
corporation, each officer and director of the corporation, and each
person who is directly or indirectly the beneficial owner of twenty-
five percent or nore of the outstanding voting securities of the
cor porati on.

(5 |If any tender offer, request, or invitation for tenders or
ot her agreenents to acquire control is proposed to be nmade by neans of
a registration statenment under the Securities Act of 1933 (48 Stat. 74,
15 U S.C., Sec. 77(a)), as anended, or in circunmstances requiring the
di scl osure of simlar information under the Securities Exchange Act of
1934 (48 Stat. 881, 15 U S C, Sec. 78(a)), as anended, the
regi stration statenent or application may be filed with the director in
lieu of the requirenents of this section.

(6) Any acquiring party shall also deliver a copy of any notice or
application required by this section to the bank proposed to be
acquired within two days after the notice or applicationis filed with
the director.

(7) Any acquisition of control in violation of this section shal
be ineffective and voi d.

(8) Any person who willfully or intentionally violates this section
or any rul e adopted pursuant thereto is guilty of a gross m sdeneanor
pursuant to chapter 9A 20 RCW Each day's violation shall Dbe
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considered a separate violation, and any person shall upon conviction
be fined not nore than one thousand dollars for each day the violation
conti nues.

Sec. 135. RCW 30.04.410 and 2005 ¢ 274 s 253 are each anended to
read as foll ows:

(1) The director may disapprove the acquisition of a bank ((er
trust—eoenpany)) wWthin thirty days after the filing of a conplete
application pursuant to RCW 30.04.405 (as recodified by this act) or an
ext ended period not exceeding an additional fifteen days if:

(a) The poor financial condition of any acquiring party m ght
j eopardi ze the financial stability of the bank or m ght prejudice the
interests of the bank depositors, borrowers, or sharehol ders;

(b) The plan or proposal of the acquiring party to liquidate the
bank, to sell its assets, to nerge it with any person, or to make any
ot her major change in its business or corporate structure or managenent
is not fair and reasonable to the bank's depositors, borrowers, or
stockhol ders or is not in the public interest;

(c) The banking and business experience and integrity of any
acquiring party who would control the operation of the bank indicates
t hat approval would not be in the interest of the bank's depositors,
borrowers, or sharehol ders;

(d) The information provided by the application is insufficient for
the director to make a determnation or there has been insufficient
time to verify the information provided and conduct an exam nation of
the qualification of the acquiring party; or

(e) The acquisition would not be in the public interest.

(2) An acquisition may be made prior to expiration of the
di sapproval period if the director issues witten notice of intent not
to di sapprove the action.

(3) The director shall set forth the basis for disapproval of any
proposed acquisition in witing and shall provide a copy of such
findings and order to the applicants and to the bank involved. Such
findings and order shall not be disclosed to any other party and shal
not be subject to public disclosure under chapter 42.56 RCWunl ess the
findings and/ or order are appeal ed pursuant to chapter 34.05 RCW

(4) Whenever such a change in control occurs, each party to the
transaction shall report pronptly to the director any changes or
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repl acenent of its chief executive officer, or of any director, that
occurs in the next twelve-nmonth period, including in its report a
statenent of the past and present business and professiona
affiliations of the new chief executive officer or directors.

Sec. 136. RCW 30.04.450 and 2010 c¢ 88 s 15 are each anmended to
read as foll ows:
(1) The director may issue and serve a notice of charges upon a

bank ((er—trust—eoenpany)) when in the opinion of the director:
(a) I't has engaged in an unsafe and unsound practice related to the

conduct of business of the bank ((er—trust—econpany));

(b) It has violated any provision of RCW 30.04.050 (as recodified
by this act); or

(c) It is planning, attenpting, or currently conducting any act
prohibited in (a) or (b) of this subsection.

(2) The director may issue and serve a notice of charges upon a
hol di ng conpany when, in the opinion of the director:

(a) The holding conpany has comitted a violation of RCW
30.04.050(2) (as recodified by this act);

(b) The conduct of the holding conpany has resulted in an unsafe

and unsound practice at the bank ((er—trust—eoenpany)) or a violation of
any provision of RCW30.04.050 (as recodified by this act) by the bank

({ o—trust—company) ). or

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

(3) The notice shall contain a statenent of the facts constituting
the alleged violation or violations or the practice or practices and
shall fix a time and place at which a hearing will be held to determ ne
whet her an order to cease and desist should issue against the bank((+
trust—eorpany;-)) or holding conpany. The hearing shall be set not
earlier than ten days or later than thirty days after service of the
notice unless a later date is set by the director at the request of the
bank( (—trust—eoenpany-)) or hol di ng conpany.

(4) Unless the bank((+—trust—eonpany-)) or hol ding conpany shal
appear at the hearing by a duly authorized representative it shall be
deened to have consented to the i ssuance of the cease and desi st order
In the event of this consent or if upon the record nade at the hearing
the director finds that any violation or practice specified in the
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notice of charges has been established, the director may issue and
serve upon the bank((—t+rust—eoenpany;)) or hol ding conpany an order to
cease and desist fromthe violation or practice. The order may require
t he bank((—t+rust—eoenpany-)) or holding conpany, and its directors
of ficers, enployees, and agents to cease and desist fromthe violation
or practice and may require the bank((—t+ust—eenpanys-)) or hol ding
conpany to take affirnmative action to correct the conditions resulting
fromthe violation or practice.

(5 A cease and desist order shall become effective at the
expiration of ten days after the service of the order upon the bank
((er—trust—eonpany)) concerned except that a cease and desi st order
i ssued upon consent shall becone effective at the tine specified in the
order and shall remain effective as provided therein unless it 1is
stayed, nodified, term nated, or set aside by action of the director or
a review ng court.

Sec. 137. RCW30.04.455 and 2010 c 88 s 16 are each anended to
read as follows:

(1) The director nmay al so i ssue a tenporary order requiring a bank
((er—trust—eoenpany—)) or its holding conpany, or both, to cease and
desi st fromany action or om ssion, as specified in RCW 30.04.450 (as
recodified by this act), or its continuation, which the director has
det er m ned:

(a) Constitutes an unsafe and unsound practice or a naterial
violation of RCW 30.04.050 (as recodified by this act) affecting the

bank ((er—t+rust—eoenpany));

(b) Has resulted in the bank ((er—trust—coenpany)) being | ess than
adequately capitalized; or

(c) Is likely to cause insolvency or substantial dissipation of
assets or earnings of the bank ((er—trust—ecoenpany-)) or to otherw se
seriously prejudice the interests of its depositors or trust
beneficiaries.

(2) The order is effective upon service on the bank((+—trust
eonpany+)) or hol ding conpany, and remains in effect unless set aside,
limted, or suspended by the superior court in proceedi ngs under RCW
30.04.460 (as recodified by this act) pending the conpletion of the
adm ni strative proceedi ngs under the notice and until such tinme as the
director dism sses the charges specified in the notice or until the
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effective date of a cease and desi st order issued against the bank((+
trust—eoenpany+)) or hol di ng conpany under RCW 30. 04. 450 (as recodified
by this act).

Sec. 138. RCW30.04.460 and 2010 c 88 s 17 are each anmended to
read as foll ows:

(1) Wthin ten days after a bank((;—t+rust—eempany-)) or holding
conpany has been served with a tenporary cease and desi st order, the
bank( (—t+rust—ecoenpany)) or hol ding conpany may apply to the superior
court in the county of its principal place of business for an
injunction setting aside, limting, or suspending the order pending the
conpletion of the adm nistrative proceedings pursuant to the notice
served under RCW30.04.455 (as recodified by this act).

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

Sec. 139. RCW30.04.465 and 1994 ¢ 92 s 33 are each anended to
read as foll ows:

In the case of a violation or threatened violation of a tenporary
cease and desist order issued under RCW 30.04.455 (as recodified by
this act), the director may apply to the superior court of the county
of the principal place of business of the bank ((er—t+ust—ecoenpany)) for
an injunction to enforce the order, and the court shall issue an
injunction if it determines that there has been a violation or
t hreat ened viol ati on.

Sec. 140. RCW30.04.470 and 2010 c 88 s 18 are each anmended to
read as foll ows:

(1) Any admnistrative hearing provided in RCW 30.04.450 or
30.12.042 (as recodified by this act) nmust be conducted in accordance
with chapter 34.05 RCW and held at the place designhated by the
director, and may be conducted by the departnent. The hearing shall be
private unless the director determnes that a public hearing is
necessary to protect the public interest after fully considering the
views of the party afforded the hearing.

(2) Wthin sixty days after the hearing, the director shall render
a deci sion which shall include findings of fact upon which the deci sion
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i s based and shall issue and serve upon each party to the proceedi ng an
order or orders consistent with RCW 30.04.450 or 30.12.042 (as
recodified by this act), as the case may be.

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

(4) The judicial review provided in this section is exclusive for
orders issued under RCW 30. 04.450 and 30.12.042 (as recodified by this
act).

(5) Any party to the proceeding or any person required by an order
i ssued under RCW 30.04.450, 30.04.455, 30.04.465, or 30.12.042 (as
recodified by this_ act) to refrain from any of the violations or
practices stated therein may obtain a review of any order served under
subsection (1) of this section other than one issued upon consent by
filing in the superior court of the county of the principal place of
business of the affected bank ((er—trust—eonpany)) wthin ten days
after the date of service of the order a witten petition praying that
the order of the director be nodified, term nated, or set aside. A
copy of the petition shall be i mediately served upon the director and
the director shall then file in the court the record of the proceeding.
The court shall have jurisdiction upon the filing of the petition,
whi ch jurisdiction shall becone exclusive upon the filing of the record
to affirm nodify, termnate, or set aside in whole or in part the
order of the director except that the director may nodify, term nate,
or set aside an order with the perm ssion of the court. The judgnent
and decree of the court shall be final, except that it shall be subject
to appell ate review under the rules of court.

(6) The commencenent of proceedings for judicial review under
subsection (5) of this section shall not operate as a stay of any order
i ssued by the director unless specifically ordered by the court.

(7) Service of any notice or order required to be served under RCW
30. 04. 450, 30.04.455, 30.12.040 or 30.12.042 (as_recodified by this
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act) shall be acconplished in the sane manner as required for the
service of process in civil actions in superior courts of this state.

Sec. 141. RCW30.04.475 and 2010 c¢ 88 s 19 are each anended to
read as foll ows:

(1) The director may apply to the superior court of the county of
the principal place of business of the bank ((er—trust—eonrpany))
affected for the enforcenent of any effective and outstandi ng order
i ssued under RCW 30.04.450, 30.04.455, 30.04.465, or 30.12.042 (as
recodified by this act), and the court shall have jurisdiction to order
conpliance therewth.

(2) No court shall have jurisdiction to affect by injunction or
otherwi se the issuance or enforcenent of any order or to review,
nmodi fy, suspend, term nate, or set aside any order except as provided
in RCW30. 04. 460, 30.04.465, and 30.04.470 (as recodified by this act).

Sec. 142. RCW 30.04.500 and 1977 ex.s. ¢ 301 s 10 are each anended
to read as foll ows:

RCW 30. 04. 505 t hrough 30.04.515 (as recodified by this act) shall
be known and may be cited as the "fairness in |lending act".

Sec. 143. RCW 30.04.505 and 1977 ex.s. ¢ 301 s 11 are each anended
to read as foll ows:

As used in RCW 30.04.505 through 30.04.515 (as recodified by this
act):

(1) "Financial institution" means any bank ((er—trust—conrpany+
mitdal) ), savings bank, credit union, nortgage conpany, or savings and
| oan associ ation which operates or has a place of business in this
state whether regul ated by the state or federal governnent.

(2) "Particular type of loan" refers to a class of |oans which is
substantially simlar with respect to the foll ow ng:

(a) FHA, VA, or conventional ((as—dettned—+n—ROA1I9-106-030(2)))
| oans;

(b) Uniformor nonuniform paynent;

(c) Uniformor nonuniformrate of interest;

(d) Purpose; and

(e) The location of the real estate offered as security for the
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| oan as being inside or outside of that financial institution' s |ending
ar ea.

(3) "Varying the terns of a | oan" includes, but is not limted to
the foll ow ng practices:

(a) Requiring a greater down paynent than is wusual for the
particul ar type of a |oan invol ved;

(b) Requiring a shorter period of anortization than is usual for
the particular type of | oan involved,

(c) Charging a higher interest rate than is wusual for the
particul ar type of |oan involved;

(d) A deliberate underappraisal of the value of the property
of fered as security.

Sec. 144. RCW 30.04.510 and 1977 ex.s. ¢ 301 s 12 are each anended
to read as foll ows:

Subject to RCW 30.04.515 (as recodified by this act), it shall be
unlawful for any financial institution, in processing any application
for aloan to be secured by a single-famly residence to:

(1) Deny or vary the ternms of a |loan on the basis that a specific
parcel of real estate offered as security is located in a specific
geogr aphi cal area, unless building, renodeling, or continued habitation
in such specific geographical area is prohibited or restricted by any
| ocal, state, or federal law or rules or regulations pronulgated
t her eunder.

(2) UWilize lending standards that have no econom c basi s.

Sec. 145. RCW 30.04.515 and 1977 ex.s. ¢ 301 s 13 are each anended
to read as foll ows:
Not hi ng cont ai ned i n RCW 30. 04. 505 t hrough 30.04.510 (as recodified

by this_act) shall preclude a financial institution from considering
sound underwriting practices in processing any application for a |oan
to any person. Such practices shall include the follow ng:

(1) The willingness and the financial ability of the borrower to
repay the | oan.

(2) The market value of any real estate and of any other item of
property proposed as security for any | oan.

(3) Diversification of the financial institution's investnent
portfolio.
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Sec. 146. RCW 30.04.555 and 1994 c 256 s 38 are each anended to
read as foll ows:

A reorgani zation authorized under RCW 30.04.550 (as recodified by
this act) shall be carried out in the foll ow ng manner:

(1) A plan of reorganization specifying the manner in which the
reorgani zation shall be carried out nust be approved by a majority of
the entire board of directors of the banking corporation. The plan
shall specify the name of the acquiring corporation, the anmount of
cash, securities of the bank hol ding conpany, other consideration, or
any conbination thereof to be paid to the shareholders of the
reorgani zi ng corporation in exchange for their shares of the stock of
the corporation. The plan shall also specify the exchange date or the
manner i n which such exchange date shall be determ ned, the manner in
whi ch the exchange shall be carried out, and such other matters, not
i nconsistent with this chapter, as shall be determ ned by the board of
directors of the corporation.

(2) The plan of reorganization shall be submtted to the
shar ehol ders of the reorgani zing corporation at a neeting to be held on
the call of the directors. Notice of the neeting of sharehol ders at
which the plan shall be considered shall be given by prepaid first-
class mail at |east twenty days before the date of the neeting, to each
stockhol der of record of the banking corporation. The notice shall
state that dissenting shareholders will be entitled to paynent of the
value of only those shares which are voted against approval of the
pl an.

Sec. 147. RCW30.04.560 and 1994 ¢ 92 s 37 are each anended to
read as foll ows:

| f the sharehol ders approve the reorgani zation by a two-thirds vote
of each class of shares entitled to vote under the ternms of such
shares, and if it 1is thereafter approved by the director and
consummat ed, any sharehol der of the banking corporati on who has voted
shares agai nst such reorgani zati on at such neeting or has given notice
in witing at or prior to such neeting to the banking corporation that
he or she dissents fromthe plan of reorgani zati on and has not voted in
favor of the reorganization, shall be entitled to receive the val ue of
the shares determ ned as provided in RCW30.04.565 (as recodified by
this act). Such dissenter's rights nust be exercised by making witten
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demand whi ch shall be delivered to the corporation at any tinme within
thirty days after the date of sharehol der approval, acconpani ed by the
surrender of the appropriate stock certificates.

Sec. 148. RCW30.04.570 and 1994 c¢c 92 s 39 are each anended to
read as foll ows:

The reorgani zati on and exchange aut hori zed by RCW 30. 04. 550 t hr ough
30.04.570 (as_recodified by this_ act) shall becone effective as
fol |l ows:

(1) If the board of directors and sharehol ders of the state banking
corporation and the board of directors of the acquiring corporation
approve the plan of reorgani zation, then both corporations shall apply
for the approval of the director, providing such information as the
director by rule may prescri be.

(2) If the director approves the reorgani zation, the director shal
issue a certificate of reorganization to the state banking corporation.

(3) Upon the issuance of a certificate of reorganization by the
director, or on such |ater date as shall be provided for in the plan of
reorgani zation, the shares of the state banking corporation shall be
deemed to be exchanged in accordance with the plan of reorganization,
subject to the rights of dissenters under RCW 30. 04. 560 and 30. 04. 565
(as recodified by this act).

NEW SECTI ON. Sec. 149. (1) Notw thstandi ng any provisions of this
title, wherever notice by publication is required by a bank, such
notice may be undertaken by internet publication upon terns and
conditions that the director may adopt by rule.

(2) Notice to shareholders required under this title my be
undertaken by electronic neans in the sanme manner as permtted for
general business corporations under RCW23B. 01. 410.

Sec. 150. RCW 30.08.010 and 1994 c 256 s 41 and 1994 c 92 s 42 are
each reenacted and anmended to read as foll ows:

When aut horized by the director, as hereinafter provided, one or
nore natural persons, citizens of the United States, may incorporate a
bank ((er—t+rdust—eoenpany)) in the manner herein prescribed. No bank
((eF—trust—eonpany)) shall incorporate for |ess anount nor conmence
busi ness unless it has a paid-in capital stock, surplus and undivi ded
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profits in the amount as may be determned by the director after
consideration of the proposed |ocation, managenent, and the popul ation
and econom c characteristics for the area, the nature of the proposed
activities and operation of the bank ((er—trust—eoenpany)), and other
factors deened pertinent by the director. Each bank ((anrd—trust
corpany)) shall before commencing business have subscribed and paid
into it in the sanme manner as is required for capital stock, an anount
equal to at |east ten percent of the capital stock above required, that
shall be carried in the undivided profit account and may be used to
defray organi zati on and operating expenses of the conpany. Any sum not
so used shall be transferred to the surplus fund of the conpany before
any dividend shall be declared to the stockhol ders.

Sec. 151. RCW30.08.020 and 1999 ¢ 14 s 11 are each anended to
read as foll ows:

Persons desiring to incorporate a bank ((er—trust—ecoenpany)) shal
file with the director a notice of their intention to organize a bank
((eF—trust—eompany)) in such formand containing such information as
the director shall prescribe by rule, together with proposed articles
of incorporation, which shall be submtted for examnation to the
director at his or her office.

The proposed articles of incorporation shall state:

(1) The nane of such bank ((er—trust—ecoenpany)).

(2) The city, village or locality and county where the head office
of such corporation is to be | ocated.

(3) The nature of its business((;-—whether—that—eof—a—corrercial-
bank, or-a trust conpany)).

(4) The anpbunt of its capital stock, which shall be divided into
shares of a par or no par value as nmay be provided in the articles of
i ncor poration.

(5) The names and pl aces of residence and mailing addresses of the
persons who as directors are to manage the corporation until the first
annual neeting of its stockhol ders.

(6) If there is to be preferred or special classes of stock, a
statenent of preferences, voting rights, if any, limtations and
relative rights in respect of the shares of each class; or a statenent
that the shares of each class shall have the attributes as shall be
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determ ned by the bank's board of directors fromtinme to tine with the
approval of the director.

(7) Any provision granting the sharehol ders the preenptive right to
acquire additional shares of the bank and any provision granting
sharehol ders the right to cunul ate their votes.

(8 Any provision, not i nconsistent wth |aw, which the
i ncorporators elect to set forth in the articles of incorporation for
the regulation of the affairs of the corporation, including any

provision restricting the transfer of shares, any provision which under
this title is required or permtted to be set forth in the byl aws, and
any provision permtted by RCW23B. 17. 030.

(9) Any provision the incorporators elect to so set forth, not
i nconsistent with law or the purposes for which the bank is organi zed,
or any provision limting any of the powers granted in this title.

It shall not be necessary to set forth in the articles of
i ncorporation any of the corporate powers granted in this title. The
articles of incorporation shall be signed by all of the incorporators.

Sec. 152. RCW 30.08.025 and 2011 ¢ 52 s 1 are each anended to read
as foll ows:
(1) Notwithstanding any other provision of this title, if the

conditions of this section are net, a bank((—atrust—coenpanys-)) or a

hol di ng conpany of a bank ((er—a—trust—conpany+)) my be organi zed as,
or convert to, alimted liability conpany under the Washington limted

liability conpany act, chapter 25.15 RCW As used in this section
"bank" includes an applicant to become a bank or hol ding conpany of a
bank( (+—"“t+rust —conpany>—includes—an—app-cant—to—becore—a—trust
eofpany+)) and "hol di ng conpany” neans a hol di ng conpany of a bank ((e+
trust conpany)).

(2)(a) Before a bank((——trust—eenpany-)) or holding conpany nay
organi ze as, or convert to, a limted liability conmpany, the bank((+
trust—eoenpany—)) or holding conpany nust obtain approval of the
di rector.

(b)(i) To obtain approval under this section fromthe director, the
bank( (—t+rust—ecoenpany-)) or holding conpany nust file a request for
approval with the director at |east ninety days before the day on which
t he bank((+—trust—eonpanys)) or holding conpany becones a limted
[Tability conpany.
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(i1) If the director does not disapprove the request for approval
within ninety days from the day on which the director receives the
request, the request is considered approved.

(1i1) When taking action on a request for approval filed under this
section, the director may:

(A) Approve the request;

(B) Approve the request subject to ternms and conditions the
di rector considers necessary; or

(C Disapprove the request.

(3) To approve a request for approval, the director nust find that
t he bank( (—t+rust—eenpany+)) or hol di ng conpany:

(a) WIIl operate in a safe and sound manner; and

(b) Has the follow ng characteristics:

(i) The certificate of formation and limted liability conpany
require or set forth that the duration of the limted liability conpany
I s perpetual;

(i1) The bank((+—t+rust—eenpanys)) or holding conpany is not
ot herwi se subject to automatic term nation, dissolution, or suspension
upon the happeni ng of some event other than the passage of tine;

(ii1) The exclusive authority to nmanage the bank, trust conpany, or
hol di ng conpany is vested in a board of managers or directors that:

(A) Is elected or appointed by the owners;

(B) Is not required to have owners of the bank, trust conpany, or
hol di ng conpany i ncl uded on t he board,;

(C) Possesses adequate i ndependence and authority to supervise the
operation of the bank, trust conpany, or hol di ng conpany; and

(D) Operates wth substantially the sanme rights, power s
privileges, duties, and responsibilities as the board of directors of
a corporation;

(iv) Neither state law, nor the bank's((;-—trust—eoenmpany-s+)) or
hol di ng conpany' s operating agreenent, bylaws, or other organizational
docunents provide that an owner of the bank((+—trust—eonpany;)) or
hol ding conpany is liable for the debts, liabilities, and obligations
of the bank((—t+rust—eonpany;)) or holding conpany in excess of the
anount of the owner's investnent;

(v) Neither state law, nor the bank's((;——trust—eonpany—s,)) or
hol di ng conpany's operating agreenent, bylaws, or other organizational
docurments require the consent of any other owner of the bank((;—t+rust
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corpany+—)) or holding conpany in order for any owner to transfer an
ownership interest in the bank((—t+ust—eenpanys+)) or hol di ng conpany,
i ncludi ng voting rights;

(vi) The bank((+—trust—eoenpany—)) or holding conpany is able to
obtain newinvestnent funding if needed to maintain adequate capital;

(vii) The bank((+—trust—coenpanys)) or holding conpany is able to
conply with all legal and regulatory requirenents for a federally
i nsured depository bank((+—trust—eenpany-)) or holding conpany of a
federally insured depository bank, under applicable federal and state
I aw; and

(viii) A bank((;-—trust—eonpany;-)) or holding conmpany that is
organized as a limted liability conmpany shall maintain the
characteristics listed in this subsection (3)(b) during such tine as it
is authorized to conduct business under this title as a limted
[iability conpany.

(4)(a) Al rights, privileges, powers, duties, and obligations of
a bank((+—t+rust—eoenpany+—)) or hol ding conpany, that is organized as a
limted liability conpany, and its nmenbers and managers are governed by
the Washington limted liability conpany act, chapter 25.15 RCW
except:

(1) To the extent chapter 25.15 RCWis in conflict wth federal |aw
or regulation respecting the organization of a federally insured
depository institution as a limted liability conmpany, such federal |aw
or regulation supersedes the conflicting provisions contained in
chapter 25.15 RCWin relation to a bank((—t+rust—eenpanys+)) or hol ding
conpany organized as a limted liability conpany pursuant to this
section; and

(1i) Wthout |imtation, the followng are inapplicable to a
bank( (-—t+ust—eonpany—)) or holding conpany organized as a linited
[Tability conpany:

(A) Permtting automatic dissolution or suspension of a limted
l[iability conpany as set forth in RCW 25.15.270(1), pursuant to a
statenent of Ilimted duration which, though inpermssible under
subsection (3)(b)(i) of this section, has been provided for in a
certificate of formation

(B) Permtting automatic dissolution or suspension of a limted
[iability conpany, pursuant to the limted liability conpany agreenent,
as set forth in RCW25. 15. 270(2);
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(C© Permtting dissolution of the Ilimted liability conpany
agreenent based upon agreenent of all the nenbers, as set forth in RCW
25.15.270(3);

(D) Permtting dissociation of all the menbers of the limted
l[iability conpany, as set forth in RCW25.15.270(4); and

(E) Permtting automatic dissolution or suspension of a limted
liability conmpany, pursuant to operation of |law, as otherw se set forth
in chapter 25.15 RCW

(b) Notwi thstanding (a) of this subsection:

(1) For purposes of transferring a nenber's interests in the
bank( (—trust—eoenpany+—)) or hol ding conpany, a nenber's interest in the

bank( (—trust—eoempany+)) or holding conpany is treated |i ke a share of
stock in a corporation; and

(ii) If a nenber's interest in the bank((+—trust—eonpany;)) or
hol di ng conpany is transferred voluntarily or involuntarily to another
person, the person who receives the nenber's interest obtains the
menber's entire rights associated with the nenber's interest in the
bank( (-—trust—eonpanys)) or holding conpany including all economic
rights and all voting rights.

(c) A bank((;+—trust—eoenpanys-)) or holding conpany may not by
agreenent or otherw se change the application of (a) of this subsection

to the bank((—t+rust—eenpany-)) or hol di ng conpany.
(5)(a) Notw thstanding any provision of chapter 25.15 RCWor this

section to the contrary, all voting mnmenbers remain liable and
responsible as fiduciaries of a bank((+—t+rust—eoenpanys)) or holding
conpany organized as a limted liability conpany, regardless of

resignation, dissociation, or disqualification, to the sane extent that
directors of a bank((+—t+rust—eoenpanys)) or hol di ng conpany organi zed as
a corporation wuld be or remain liable or responsible to the
departnment and applicabl e federal banking regul ators; and

(b) If death, incapacity, or disqualification of all nenbers of the
limted liability conpany would result in a conplete dissociation of
all nmenbers, then the bank, ((t+ust—eenpanys)) holding conpany, or
((aH—three)) both, as applicable is deened nonetheless to remain in
exi stence for purposes of the departnent or an applicable federal
regul ator, or both, having standi ng under RCW 30.44. 270 (as recodified
by this act) or applicable federal |law, or both, to exercise the powers
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and authorities of a receiver for the bank((;-—trust—eoenpanys)) or
hol di ng conpany.

(6) For the purposes of this section, and unless the context
clearly requires otherwi se, for the purpose of applying chapter 25.15
RCW to a bank((+—trust—eoenpany+)) or hol ding conpany organi zed as a
limted liability conpany:

(a) "Articles of incorporation” includes a limted liability
conpany's certificate of formation, as that term is wused in RCW
25.15.005(1) and 25.15.070, and a limted liability conpany agreenent
as that termis used i n RCW 25. 15. 005(5) ;

(b) "Board of directors” includes one or nore persons who have,
with respect to a bank((;—trust—eenpany;)) or hol di ng conpany descri bed
in subsection (1) of this section, authority that is substantially
simlar to that of a board of directors of a corporation;

(c) "Bylaws" includes a limted liability conpany agreenent as that
termis defined in RCW25. 15. 005(5);

(d) "Corporation” includes a limted liability conpany organized
under chapter 25.15 RCW

(e) "Director” includes any of the followwing of alimted liability
conpany:

(1) A manager;

(1i) Adirector; or

(ti1) Oher person who has, with respect to the bank((+-—trust
eofpany+)) or holding conpany described in subsection (1) of this
section, authority substantially simlar to that of a director of a
cor poration;

(f) "D vidend" includes distributions nmade by a limted liability
conpany under RCW25. 15. 215;

(g) "Incorporator" includes the person or persons executing the
certificate of formation as provided i n RCW 25. 15. 085(1);

(h) "Oficer" includes any of the followng of a bank((+—trust
eofpany)) or hol di ng conpany:

(i) An officer; or

(1i) Oher person who has, wth respect to the bank((-—trust
eofpany+)) or hol ding conpany, authority substantially simlar to that
of an officer of a corporation;

(i) "Security," "shares," or "stock" of a corporation includes a

SB 6135. SL p. 54



D 01 A~ W DN PP

10
11
12
13
14
15
16
17
18
19
20
21
22

23
24
25
26
27
28
29
30
31
32
33
34
35

menbership interest in alimted liability conpany and any certificate
or other evidence of an ownership interest in a limted liability
conpany; and

(j) "Stockholder"” or "shareholder” includes an owner of an equity

interest in a bank((—t+rust—eenpany;)) or hol di ng conpany, including a
menber as defined in RCW25.15.005(8) and 25.15. 115.

Sec. 153. RCW30.08.030 and 1994 c¢c 92 s 44 are each anended to
read as foll ows:

When the notice of intention to organize and proposed articles of
incorporation conplying with the foregoing requirenents have been
received by the director, together with the fees required by law, the
director shall ascertain fromthe best source of information at his or
her command and by such investigation as he or she nay deem necessary,
whet her the character, responsibility and general fitness of the
persons naned in such articles are such as to command confidence and
warrant belief that the business of the proposed bank ((er—t+ust
corpany)) wWll be honestly and efficiently conducted in accordance with
the intent and purpose of this title, whether the resources in the
nei ghbor hood of such place and in the surrounding country afford a
reasonabl e prom se of adequate support for the proposed bank and
whet her the proposed bank ((er—trust—eonpany)) is being formed for
other than the legitimte objects covered by this title.

Sec. 154. RCW 30.08.055 and 1994 c 256 s 53 are each anended to
read as foll ows:

A bank ((er—trust—conpany)) anending its articles of incorporation
shall deliver articles of anendnent to the director for filing as
required for articles of incorporation. The articles of anendnent
shal |l set forth:

(1) The nane of the bank ((er—trust—econpany));

(2) The text of each anmendnent adopt ed;

(3) The date of each anendnent's adopti on;

(4) If the anendnent was adopted by the incorporators or board of
directors w thout sharehol der action, a statenent to that effect and
t hat sharehol der acti on was not required; and

(5) If shareholder action was required, a statenent that the
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anendnent was duly approved by the sharehol ders in accordance with the
provi sions of RCW30.08.090 (as recodified by this act).

Sec. 155. RCW30.08.060 and 1994 c 92 s 47 are each anmended to
read as foll ows:

Bef ore any bank ((er—trust—eoenpany)) shall be authorized to do
business, and within ninety days after approval of the articles of
i ncorporation or such other tinme as the director may allow, it shal
furni sh proof satisfactory to the director that such corporation has a
paid-in capital in the anount determned by the director, that the
requi site surplus or reserve fund has been accunul ated or paid in cash,
and that it has in good faith conplied with all the requirenents of |aw
and fulfilled all the conditions precedent to comrencing business
i nposed by this title. If so satisfied, and wwthin thirty days after
recei pt of such proof, the director shall issue under his or her hand
and official seal, in triplicate, a certificate of authority for such
corporation. The certificate shall state that the corporation therein
named has conplied with the requirenents of law, that it is authorized
to transact the business of a bank ((er—t+rust—corpany—er—boeth—asthe
case—my—be) ) PROVI DED, HOWEVER, That the director may make his or
her 1issuance of the certificate to a bank ((er—trust—eonpany))
aut hori zed to accept deposits, conditional upon the granting of deposit
insurance by the federal deposit insurance corporation, and in such
event, shall set out such condition in a witten notice which shall be
delivered to the corporation

One of the triplicate certificates shall be transmtted by the
director to the corporation and one of the other two shall be filed by
the director in the office of the secretary of state and shall be
attached to the articles of incorporation: PROVIDED, HOANEVER, That if
the issuance of the certificate is made conditional upon the granting
of deposit insurance by the federal deposit insurance corporation, the
director shall not transmt or file the certificate until such
condition is satisfied.

Sec. 156. RCW30.08.070 and 1994 c 92 s 48 are each anended to
read as foll ows:

Every corporation heretofore or hereafter authorized by the | ans of
this state to do business as a bank ((er—trust—eenpany)), Wwhich
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corporation shall have failed to organi ze and conmence busi ness within
six nonths after certificate of authority to conmence busi ness has been
i ssued by the director, shall forfeit its rights and privileges as such
corporation, which fact the director shall certify to the secretary of
state, and such certificate of forfeiture shall be filed and recorded
in the office of the secretary of state in the sane manner as the
certificate of authority: PROVI DED, That the director may, upon
showi ng of cause satisfactory to himor her, issue an order under his
or her hand and seal extending for not nore than three nonths the tinme
Wi t hin which such organi zati on may be effected and busi ness comenced,
such order to be transmtted to the office of the secretary of state
and filed and recorded therein.

Sec. 157. RCW30.08.080 and 1999 ¢ 14 s 12 are each anended to
read as foll ows:

At any tinme not |ess than one year prior to the expiration of the
tinme of the existence of any bank ((er—trust—eonpany)), It my by
witten application to the director, signed and verified by a majority
of its directors and approved in witing by the owners of not | ess than
two-thirds of its capital stock, apply to the director for |eave to
file amended articles of incorporation, extending its tinme of
exi stence. Prior to acting upon such application, the director shall
make such investigation of the applicant as he or she deens necessary.
If the director determnes that the applicant is in sound condition
that it is conducting its business in a safe manner and in conpliance
with law and that no reason exists why it should not be permtted to
continue, he or she shall issue to the applicant a certificate
authorizing it to file anmended articles of incorporation extending the
time of its existence until such tine as it be dissolved by the act of
its sharehol ders owning not less than two-thirds of its stock, or until
its certificate of authority becones revoked or forfeited by reason of
violation of law, or until its affairs be taken over by the director
for legal cause and finally wound up by him or her. Oherw se the
director shall notify the applicant that he or she refuses to grant
such certificate. The applicant may appeal from such refusal in the
sanme manner as in the case of a refusal to grant an original
certificate of authority. Oherwi se the determ nation of the director
shal | be concl usi ve.
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Upon receiving a certificate, as hereinabove provided, the
applicant may file amended articles of incorporation, extending the
time of its existence for the term authorized, to which shall be
attached a copy of the certificate of the director. Such articles
shall be filed in the sane manner and upon paynent of the sane fees as
for original articles of incorporation.

Shoul d any bank ((er—trust—eoenpany)) fail to continue its existence
in the manner herein provided and be not previously dissolved, the
director shall at the end of its original termof existence i mediately
t ake possession thereof and wind up the sane in the sanme manner as in
t he case of insolvency.

Sec. 158. RCW 30.08.081 and 1994 c 256 s 52 are each anended to
read as foll ows:

(1) Shares of a bank ((er—t+rust—eoenpany)) my, but need not be,
represented by certificates. Unless this title expressly provides
otherwise, the rights and obligations of shareholders are identica
whet her or not their shares are represented by certificates. At a
m ni nrum each share certificate nust state the information required to
be stated and nmust be signed as provided in RCW 23B. 06.250 and/or
23B. 06. 270 for corporations.

(2) Unless the articles of incorporation or bylaws provide
ot herwi se, the board of directors of a bank ((er—trust—eoenpany)) nmay
aut hori ze the issue of sone or all of the shares of any or all of its
cl asses or series without certificates. The authorization does not
affect shares already represented by certificates until they are
surrendered to the bank ((er—trust—ecoenpany)).

(3) Wthin a reasonable tinme after the issue or transfer of shares
w thout certificates, the bank ((er—trust—eoenpany)) shall send the
shareholder a witten statenent of the information required to be
stated on certificates under subsection (1) of this section.

Sec. 159. RCW 30.08.082 and 1994 c 256 s 44 and 1994 c 92 s 50 are
each reenacted and anended to read as foll ows:

(1) Notwthstanding any other provisions of Jlaw and if so
authorized by its articles of incorporation or anendnents thereto nmade
in the manner provided in the case of a capital increase, any bank ((e+
trust—coefpany)) nmay, pursuant to action taken by its board of directors
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fromtime to tinme with the approval of the director, issue shares of
preferred or special classes of stock with the attributes and in such
anounts and with such par value, if any, as shall be determ ned by the
board of directors fromtinme totinme with the approval of the director
No i ncrease of preferred stock shall be valid until the anpunt thereof
shal | have been subscri bed and actually paid in.

(2) If provided in its articles of incorporation, a bank ((er—trust
cofpany)) may issue shares of preferred or special classes having any
one or several of the follow ng provisions:

(a) Subjecting the shares to the right of the bank ((er—trust
cofpany)) to repurchase or retire any such shares at the price fixed by
the articles of incorporation for the repurchase or retirenent thereof;

(b) Entitling the holders thereof to cumul ative, noncunul ative, or
partially cunmul ati ve divi dends;

(c) Having preference over any other class or classes of shares as
to the paynent of dividends;

(d) Having preference in the assets of the bank ((er—trust
cofpany)) over any other class or classes of shares upon the voluntary
or involuntary liquidation of the bank ((er—trust—conpany));

(e) Having voting or nonvoting rights; and

(f) Being convertible into shares of any other class or into shares
of any series of the same or any other class, except a class having
prior or superior rights and preferences as to dividends or
di stribution of assets upon |iquidation.

Sec. 160. RCW30.08.084 and 1994 ¢ 92 s 52 are each anended to
read as foll ows:

Not wi t hst andi ng any other provisions of |aw, whether relating to
restriction upon the paynent of dividends upon capital stock or
ot herwi se, the holders of shares of preferred or special classes of
stock shall be entitled to receive such dividends on the purchase price
received by the bank ((er—trust—eoenpany)) for such stock as may be
provided by the articles of incorporation or by the board of directors
of the bank ((er—trust—ecorpany)) wWth the approval of the director.

No dividends shall be declared or paid on comobn stock until
curmul ative dividends, if any, on the shares of preferred or specia
cl asses of stock shall have been paid in full; and, if the director
t akes possession of a bank ((er—trust—eenpany)) for purposes of
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liquidation, no paynents shall be made to the holders of the common
stock until the holders of the shares of preferred or special classes
of stock shall have been paid in full such anobunt as may be provided
under the ternms of said shares plus all accumul ated dividends, if any.

Sec. 161. RCW 30.08.086 and 1986 c 279 s 25 are each anmended to
read as foll ows:

| f any part of the capital of a bank ((anrd—+trust—eonpany)) consists
of preferred stock, the determ nation of whether or not the capital of
such bank is inpaired and the anmount of such inpairnment shall be based
on the value of its stock as established at the tine it was issued, or
its par value, if any, even though the anount which the hol ders of such
preferred stock shall be entitled to receive in the event of retirenent
or liquidation shall be in excess of the originally established val ue
or the par value of such preferred stock.

Sec. 162. RCW 30.08.087 and 1994 c 256 s 45 are each anended to
read as foll ows:

Any bank ((er—trust—eoenpahy)) may provide in its articles of
i ncorporation or anmendnents thereto for authorized but unissued shares
of its capital stock. The shares may be issued for such consideration
as shall be established by the board from tinme to tinme and all
consideration received therefor shall be allocated to the capital stock
or surplus of the corporation.

Sec. 163. RCW 30.08.090 and 1994 ¢ 256 s 47 and 1994 c 92 s 54 are
each reenacted and anmended to read as foll ows:

Unless the articles of incorporation provide otherw se, the board
of directors of a bank ((er—trust—eoenpany)) nay, by mpjority vote
amend the bank's ((er—trust—eompany-s)) articles of incorporation
wi t hout sharehol der action as foll ows:

(1) If the bank ((er—trust—eoenpany)) has only one class of shares
outstanding, to provide, change, or elimnate any provision wth
respect to the par val ue of any class of shares;

(2) To delete the nanme and address of the initial directors;

(3) If the bank ((er—trust—coenpany)) has only one class of shares
outstanding, solely to change the nunber of authorized shares to
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effectuate a split of, or stock dividend in, the bank's ((er—trust
corpany—s)) own shares, or solely to do so and to change the nunber of
aut hori zed shares in proportion thereto;

(4) To change the bank's ((er—trust—ecoenpany-s)) nane; or

(5) To make any ot her change expressly permtted by this title to
be made wi t hout sharehol der acti on.

O her anmendnents to a bank's ((er—trust—eenpany—s)) articles of
i ncorporation, in a manner not inconsistent with the provisions of this
title, require the affirmative vote of the stockhol ders representing
two-thirds of each class of shares entitled to vote under the terns of
the shares at a regular neeting, or special neeting duly called for
that purpose in the manner prescribed by the bank's ((er—trust
corpany—s)) bylaws. No anendnent shall be nade whereby a bank becones
a trust conpany unless such bank first receives permssion fromthe
di rector.

Sec. 164. RCW 30.08.092 and 1994 c 256 s 48 and 1994 c 92 s 55 are
each reenacted and anmended to read as foll ows:

A bank ((er—trust—econpany)) nay increase or decrease its capita
stock by anendnent to its articles of incorporation. No issuance of
capital stock shall be valid, until the anmount thereof shall have been
actually paid in. No reduction of the capital stock shall be made to
an anmount |less than is required for capital by the director.

Sec. 165. RCW 30.08.140 and 2013 ¢ 76 s 9 are each anended to read
as follows:

Upon the issuance of a certificate of authority to a bank, the
persons naned in the articles of incorporation and their successors
shal | thereupon becone a corporation and shall have power:

(1) To adopt and use a corporate seal;

(2) To have perpetual succession;

(3) To nake contracts;

(4) To sue and be sued, the sane as a natural person;

(5 To elect directors who, subject to the provisions of the
corporation's bylaws, shall have power to appoint such officers as nay
be necessary or convenient, to define their powers and duties and to
di sm ss them at pleasure, and who shall al so have general supervision
and control of the affairs of such corporation;
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(6) To nake and alter bylaws, not inconsistent with its articles of
i ncorporation or with the laws of this state, for the adm nistration
and regulation of its affairs;

(7) To invest and reinvest its funds in marketable obligations
evi denci ng the indebtedness of any person, copartnership, association,
or corporation in the form of bonds, notes, or debentures commonly
known as investnent securities except as may by regulation be limted
by the director;

(8) To discount and negotiate prom ssory notes, drafts, bills of
exchange and ot her evidences of debt, to receive deposits of noney and
comercial paper, to lend noney secured or unsecured, to issue all
forms of letters of credit, to buy and sell bullion, coins and bills of
exchange;

(9) To take and receive as bailee for hire upon terns and
conditions to be prescribed by the corporation, for safekeeping and
storage, jewelry, plate, noney, specie, bullion, stocks, bonds,
nort gages, securities and val uabl e paper of any ki nd and ot her val uabl e
personal property, and to rent vaults, safes, boxes and other
receptacl es for saf ekeepi ng and storage of personal property;

(10) If the bank be located in a city of not nore than five
t housand inhabitants, to act as insurance agent. A bank exercising
this power may continue to act as an insurance agent notw thstandi ng a
change of the population of the city inwhich it is |ocated;

(11) To accept drafts or bills of exchange drawn upon it havi ng not
nore than six nonths sight to run, which grow out of transactions
involving the inportation or exportation of goods; or which grow out of
transactions involving the domestic shipnent of goods, providing
shi ppi ng docunents conveying or securing title are attached at the tine
of acceptance; or which are secured at the tinme of acceptance by a
war ehouse recei pt or other such docunent conveying or securing title to
readi |y marketabl e staples. No bank shall accept, either in a foreign
or a donmestic transaction, for any one person, conpany, firm or
corporation, to an ampunt equal at any one tinme in the aggregate to
nmore than ten percent of its paid up and uni npaired capital stock and
surplus unless the bank is secured by attached docunents or by sone
ot her actual security growing out of the sane transaction as the
accept ance; and no bank shall accept such bills to an anpbunt equal at
any tinme in the aggregate to nore than one-half of its paid up and
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uni mpaired capital stock and surplus: PROVI DED, HOWEVER, That the
director, wunder such general regulations applicable to all banks
irrespective of the amount of capital or surplus, as the director may
prescri be may authorize any bank to accept such bills to an anount not
exceeding at any tine in the aggregate one hundred percent of its paid
up and uni npaired capital stock and surplus: PROVIDED, FURTHER, That
t he aggregate of acceptances growi ng out of donestic transactions shal
in no event exceed fifty percent of such capital stock and surpl us;

(12) To accept drafts or bills of exchange drawn upon it, having
not nore than three nonths sight to run, drawn under regulations to be
prescri bed by the director by banks or bankers in foreign countries or
dependencies or insular possessions of the United States for the
purpose of furnishing dollar exchange as required by the usages of
trade in the respective countries, dependencies or insular possessions.
Such drafts or bills my be acquired by banks in such anpbunts and
subject to such regulations, restrictions and limtations as may be
provi ded by the director: PROVIDED, HOANEVER, That no bank shal |l accept
such drafts or bills of exchange referred to in this subdivision for
any one bank to an amount exceeding in the aggregate ten percent of the
paid up and uni npaired capital and surplus of the accepting bank unl ess
the draft or bill of exchange is acconpani ed by docunents conveyi ng or
securing title or by sonme other adequate security, and that no such
drafts or bills of exchange shall be accepted by any bank in an anount
exceeding at any tine the aggregate of one-half of its paid up and
uni npai red capital and surplus: PROVIDED FURTHER, That conpliance by
any bank which is a nmenber of the federal reserve systemof the United
States with the rules, regulations and limtations adopted by the
federal reserve board thereof with respect to the acceptance of drafts
or bills of exchange by nenbers of such federal reserve system shall be
a sufficient conpliance with the requirenments of this subdivision or
paragraph relating to rules, regulations and l[imtations prescribed by
the director;

(13) To have and exercise all powers necessary or convenient to
ef fect its purposes;

(14) To serve as custodian of an individual retirenent account and
pensi on and profit sharing plans qualified under internal revenue code
section 401(a), the assets of which are invested in deposits of the

bank ((er—t+ust—eonpany)) or are invested, pursuant to directions from
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t he custoner owning the account, in securities traded on a nationa
securities market: PROVIDED, That the bank ((er—t+rust—coenpany)) shall
accept no investnent responsibilities over the account unless it is
granted trust powers by the director;

(15) To be a limted partner in a limted partnership that engages
in only such activities as are authorized for the bank.

Sec. 166. RCW 30.08.140 and 2013 ¢ 76 s 10 are each anmended to
read as foll ows:

Upon the issuance of a certificate of authority to a bank, the
persons naned in the articles of incorporation and their successors
shal | thereupon becone a corporation and shall have power:

(1) To adopt and use a corporate seal;

(2) To have perpetual succession;

(3) To nake contracts;

(4) To sue and be sued, the sane as a natural person;

(5 To elect directors who, subject to the provisions of the
corporation's bylaws, shall have power to appoint such officers as may
be necessary or convenient, to define their powers and duties and to
di sm ss them at pleasure, and who shall al so have general supervision
and control of the affairs of such corporation;

(6) To nake and alter bylaws, not inconsistent with its articles of
incorporation or with the laws of this state, for the adm nistration
and regulation of its affairs;

(7) To invest and reinvest its funds in marketable obligations
evi denci ng the indebtedness of any person, copartnership, association,
or corporation in the form of bonds, notes, or debentures comonly
known as investnent securities except as may by regulation be limted
by the director;

(8) To discount and negotiate prom ssory notes, drafts, bills of
exchange and ot her evidences of debt, to receive deposits of noney and
comercial paper, to lend noney secured or unsecured, to issue all
forms of letters of credit, to buy and sell bullion, coins and bills of
exchange;

(9) To take and receive as bailee for hire upon terns and
conditions to be prescribed by the corporation, for safekeeping and
storage, jewelry, plate, noney, specie, bullion, stocks, bonds,
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nort gages, securities and val uabl e paper of any ki nd and ot her val uabl e
personal property, and to rent vaults, safes, boxes and other
receptacl es for saf ekeepi ng and storage of personal property;

(10) If the bank be located in a city of not nore than five
t housand inhabitants, to act as insurance agent. A bank exercising
this power may continue to act as an insurance agent notw thstandi ng a
change of the population of the city inwhich it is |ocated;

(11) To accept drafts or bills of exchange drawn upon it havi ng not
nore than six nonths sight to run, which grow out of transactions
involving the inportation or exportation of goods; or which grow out of
transactions involving the domestic shipnent of goods, providing
shi ppi ng docunents conveying or securing title are attached at the tine
of acceptance; or which are secured at the time of acceptance by a
war ehouse recei pt or other such docunent conveying or securing title to
readi |y marketabl e staples. No bank shall accept, either in a foreign
or a donestic transaction, for any one person, conpany, firm or
corporation, to an amount equal at any one tinme in the aggregate to
nmore than ten percent of its paid up and uni npaired capital stock and
surplus unless the bank is secured by attached docunents or by sone
ot her actual security growing out of the sane transaction as the
accept ance; and no bank shall accept such bills to an anpbunt equal at
any tinme in the aggregate to nore than one-half of its paid up and
uni mpaired capital stock and surplus: PROVI DED, HOWEVER, That the
director, wunder such general regulations applicable to all banks
irrespective of the anmount of capital or surplus, as the director may
prescri be may authorize any bank to accept such bills to an anount not
exceeding at any tine in the aggregate one hundred percent of its paid
up and uni npaired capital stock and surplus: PROVIDED, FURTHER, That
t he aggregate of acceptances growi ng out of donestic transactions shal
in no event exceed fifty percent of such capital stock and surpl us;

(12) To accept drafts or bills of exchange drawn upon it, having
not nore than three nonths sight to run, drawn under regul ations to be
prescri bed by the director by banks or bankers in foreign countries or
dependencies or insular possessions of the United States for the
purpose of furnishing dollar exchange as required by the usages of
trade in the respective countries, dependencies or insular possessions.
Such drafts or bills my be acquired by banks in such anpbunts and
subject to such regulations, restrictions and limtations as may be
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provided by the director: PROVIDED, HOAEVER, That no bank shall accept
such drafts or bills of exchange referred to in this subdivision for
any one bank to an amount exceeding in the aggregate ten percent of the
paid up and uni npaired capital and surplus of the accepting bank unl ess
the draft or bill of exchange is acconpani ed by docunents conveyi ng or
securing title or by sonme other adequate security, and that no such
drafts or bills of exchange shall be accepted by any bank in an anount
exceeding at any tine the aggregate of one-half of its paid up and
uni npai red capital and surplus: PROVIDED FURTHER, That conpliance by
any bank which is a nmenber of the federal reserve system of the United
States with the rules, regulations and limtations adopted by the
federal reserve board thereof with respect to the acceptance of drafts
or bills of exchange by nenbers of such federal reserve system shall be
a sufficient conpliance with the requirenents of this subdivision or
paragraph relating to rules, regulations and l[imtations prescribed by
the director;

(13) To have and exercise all powers necessary or convenient to
ef fect its purposes;

(14) To serve as custodian of an individual retirenent account and
pensi on and profit sharing plans qualified under internal revenue code
section 401(a), the assets of which are invested in deposits of the
bank ((er—t+ust—eoenpany)) or are invested, pursuant to directions from
t he custoner owning the account, in securities traded on a nationa
securities market: PROVIDED, That the bank ((er—t+rust—coenpany)) shall
accept no investnent responsibilities over the account unless it is
granted trust powers by the director;

(15) To be a limted partner in a limted partnership that engages
in only such activities as are authorized for the bank;

(16) To conduct a pronotional contest of chance as authorized in
RCW 9. 46. 0356(1)(b), as long as the conditions of RCW9. 46. 0356(5) and
30.22.260 (as_recodified by this act) are conplied with to the
satisfaction of the director.

Sec. 167. RCW 30.08.150 and 2011 ¢ 336 s 746 are each anended to
read as foll ows:

(1) Upon the issuance of a certificate of authority to a ((#+rust
cofpany)) bank, the persons naned in the articles of incorporation and
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their successors shall ((thereuponr—becorre—a—corporation—and—shall))
have the power ( (=

B —TFo—execute—al—the —powers —and —possess—ab-—the —privileges
conferred on banks.

{2y To act as fiscal or transfer agent of the United States or of
any —state——punt-epalty——body —poHtie-—or—corporation—and —Hhr—such

. . | dicl _

3 or . , I . Lt : "

sueh—terns—as— Ry —be—agreed—upon—hbetween—sueh—corporation—and—those
loali kit
6} —Fo —colleet-—ecoupons —on —or —nterest —upon —alH-—ranner —eof-

sare—
= : I : od :

respeet—to—thei+—separate—property—and—to—be—thelr—agent—n—the
8)—Fo—act—asreceilver—ort+rustee—of— ;

pusyant —to—statute—or—otherwse-—and —to—be—the—depositary—ob—any

persons—of —unsound —mwpd-—mPrors —and —habitval —drunkards—PROV-DED-
HOAEVER — That—the—power—hereby—granted—to—trust—compantes—to—act—as
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p. 67 SB 6135. SL



©O© 00 N O Ol WDN P

W W W W W W WwWwwWwWwWMNDNDNDMDNDNMNDNMDDNMNMNDNMDNMNMDNPEPRPPRPEPRPRPRPPRPEPRPRERPPRPRE
0O NO O A W NPEFP O OOWwuNO O P WNEPEOOOWOOLwWNO O~ owDNDE.Oo

be—eeﬂs%FHed—%e—dep#+ve—pa#kkes—e#—Phe—ppkep—F+ghP—Pe—have—+ss&ed—Pe
e*+s%s—ﬁﬂdeF—Phe—LaMFe#—Ph+s—sPaPer
é&@}——Ie——e*eea%e——aﬂy——PFHSP——GF——peme#——e#——wha%evep——na%HFe——eF

Wlﬁwf%H%W%F$ya%HHH%_%_H%%ﬁm+HFf%HH%—%_QH%M%
eeFpeFa%+eﬂ——aﬂd—aﬂy—e%he%—%FasP—e+—peme+—eeﬂ#e%#ed—apen—e%—eﬂ%+usked

by—any—ether—autherity—and—to—receive—take—use;—nanage—hold—and
h-spose—pl——according—to—the—teras—of —sueh—Hrusts —or —powers—any
property or estate, real or personal, which may be the subject of any
such trust- or power.
é%%}——@bﬂeFa##y——Pe——e*eea%e——%#as%s——e#——eve%y——dese##p%%en——ne%

pat-d—+noen—-account—of—saldboend)) to engage in trust business and ot her

business the sanme as a state trust conpany as set forth in_section
329(1) (b) through (g) of this act.

(2) Notw thstanding the powers of a trust business set forth in
section 329(1) (b) through (k) of this act and as the director nay
designate by rule pursuant to section 329(1)(q) of this act, a bank
shall notify the director prior_ to_ commencing_trust_ business, and
conply with additional preconditions as may be required by the board of
governors of the federal reserve system the federal deposit insurance
corporation, or by rule adopted by the director.
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(3) A bank under this title is deened to be a trust conpany for
pur poses of authorization to be a personal representative under RCW
11. 36. 010.

Sec. 168. RCW30.08.180 and 1995 ¢ 344 s 3 are each anended to
read as foll ows:

Every bank ((and—+t+rust—cormpany)) shall nmake at |east three regular
reports each year to the director, as of the dates which he or she
shal | designate, according to form prescribed by himor her, verified
by the president, manager or cashier and attested by at least two
directors, which shall exhibit under appropriate heads the resources
and liabilities of such corporation. The dates designated by the
director shall be the dates designated by the conptroller of the
currency of the United States for reports of national banking
associ ati ons.

Every such corporation shall al so make such special reports as the
director shall call for

Sec. 169. RCW 30.08.190 and 1995 ¢ 344 s 4 and 1995 ¢ 134 s 6 are
each reenacted and anended to read as foll ows:

(1) Every regular report shall be filed with the director within
thirty days from the date of issuance of the notice. Every special
report shall be filed with the director within such tinme as shall be
specified by himor her in the notice therefor.

(2) The director shall provide a copy of any regular report free of
charge to any person that submts a witten request for the report.

(3) Every bank ((and—trust—eoenpany)) which fails to file any
report, required to be filed under subsection (1) of this section and
within the tine specified, shall be subject to a penalty of fifty
dol l ars per day for each day's delay. A civil action for the recovery
of any such penalty may be brought by the attorney general in the nane
of the state.

Sec. 170. RCW30.12.010 and 1994 c 256 s 54 and 1994 c 92 s 62 are
each reenacted and anended to read as foll ows:

Every bank ((anrd—trust—coenpany)) shall be managed by not |ess than

five directors, who need not be residents of this state. Directors
shall be elected by the stockhol ders and hold office for such term as
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is specified in the articles of incorporation, not exceeding three
years, and until their successors are elected and have qualified. 1In
the first instance the directors shall be those named in the articles
of incorporation and afterwards, those el ected at the annual neeting of
t he stockholders to be held at |east once each year on a day to be
specified by the bank's ((er—trust—ecofrpany——s)) byl aws. Shar ehol der s
may not cunulate their votes unless the articles of incorporation
specifically so provide. |If for any cause no electionis held at that
time, it may be held at an adjourned neeting or at a subsequent neeting
called for that purpose in the manner prescribed by the corporation's
byl aws. The directors shall neet at |east once each quarter and
whenever required by the director. A mpjority of the then serving
board of directors shall constitute a quorum for the transaction of
busi ness. At all stockhol ders' neetings, each share shall be entitled
to one vote, unless the articles of incorporation provide otherw se.
Any stockhol der may vote in person or by witten proxy.

Each director, so far as the duty devol ves upon himor her, shal
diligently and honestly adm nister the affairs of such corporation and
shall not knowingly violate or willingly permit to be violated any
provision of |aw applicable to such corporation. Vacancies in the
board of directors shall be filled by the board.

Sec. 171. RCW 30.12.020 and 1994 c 256 s 55 are each anended to
read as foll ows:

Al'l neetings of the stockhol ders of any bank ((er—t+rust—eenpany)),
except organi zation neetings and neetings held with the consent of al
st ockhol ders, nust be held in the county in which the head office or
any branch of the corporationis |located. Meetings of the directors of
any bank ((er—trust—conpany)) nmay be held either within or without this
st at e. Every such corporation shall keep records in which shall be
recorded the nanmes and residences of the stockholders thereof, the
nunber of shares held by each, and al so the transfers of stock, show ng
the time when made, the nunber of shares and by whomtransferred. 1In
all actions, suits and proceedi ngs, said records shall be prima facie
proof of the facts shown therein. All of the corporate books,
including the certificate book, stockhol ders' |edger and m nute book or
a copy thereof shall be kept at the corporation's principal place of
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busi ness. Any books, record, and mnutes may be in witten formor any
other form capable of being converted to witten form within a
reasonabl e tine.

Sec. 172. RCW 30.12.025 and 1986 c¢ 279 s 32 are each anended to
read as foll ows:

Any person who has been a sharehol der of record at | east six nonths
i mredi ately preceding his or her demand or who is the hol der of record
of at least five percent of all the outstanding shares of a bank ((er
trust—eoenpany)), upon witten demand stating the purpose thereof, has
the right to examne, in person, or by agent or attorney, at any
reasonable tine or tinmes, for any proper purpose, the bank's ((er—t+ust
corpany—s)) mnutes of the proceedings of its shareholders, its
sharehol der records, and its existing publicly avail able records. The
person is entitled to make extracts therefrom except that the person
is not entitled to view or nake extracts of any portion of m nutes that
refer or relate to information which is confidential.

Any officer or agent who, or a bank ((er—trust—eoenpany)) that,
refuses to all ow any such sharehol der or his or her agent or attorney,
to exam ne and nmake extracts fromits mnutes of the proceedings of its
shar ehol ders, record of sharehol ders, or existing publicly avail able
books and records, for any proper purpose, shall be liable to the
shar ehol der for actual danages or other renedy afforded the sharehol der
by | aw.

It is a defense to any action for penalties under this section that
t he person suing therefor has, within two years: (1) Sold or offered
for sale any |list of shareholders for shares of such bank ((er—t+ust
conpany)) or any other bank ((er—trust—eoenpany)); (2) aided or abetted
any person in procuring any list of sharehol ders for any such purpose;
(3) inproperly wused any information secured through any prior
exam nation of existing publicly available books and records, or
m nutes, or record of sharehol ders of such bank ((er—trust—ecoenpany)) or
any ot her bank ((er—trust—eoenpany)); or (4) not acted in good faith or
for a proper purpose in making his or her denmand.

Nothing in this section inpairs the power of any court of conpetent
jurisdiction, upon proof by a shareholder of proper purpose,
irrespective of the period of tinme during which the sharehol der has
been a sharehol der of record, and irrespective of the nunber of shares
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held by him or her, to conpel the production for exam nation by the

sharehol der of the existing publicly available books and records,

m nutes, and record of sharehol ders of a bank ((er—t+rust—coenpany)).
Upon the witten request of any sharehol der of a bank ((er—trust

corpany) ), the bank ((er—trust—ecoempany)) shall mail to the sharehol der

its nost recent financial statenents showing in reasonable detail its
assets and liabilities and the results of its operations. As used in
this section, "shareholder"” includes the holder of voting trust

certificates for shares.

Sec. 173. RCW30.12.030 and 1994 ¢ 92 s 63 are each anmended to
read as foll ows:

(1) Except as otherwise permtted by the director under specified
ternms and conditions, the board of directors of each bank ((anrgd—trust
cofpany)) shall direct and require good and sufficient surety conpany
fidelity bonds issued by a conpany authorized to engage in the
i nsurance business in the state of Washington on all active officers
and enpl oyees, whether or not they draw salary or conpensation, which
bonds shall provide for indemity to such bank ((er—trust—eoerpany)), on
account of any | osses sustained by it as the result of any di shonest,
fraudul ent or crimnal act or omssion commtted or onmtted by them
acting independently or in collusion or conbination with any person or
persons. Such bonds may be individual, schedule or blanket form and

the prem uns therefor shall be paid by the bank ((er—trust—econpany)).
(2) The said directors shall also direct and require suitable

i nsurance protection to the bank ((er—t+ust—eenpany)) against burglary,
robbery, theft and other simlar insurance hazards to which the bank

((er—t+rust—conpany)) my be exposed in the operations of its business
on the prem ses or el sewhere.

The said directors shall be responsible for prescribing at |east
once in each year the anount or penal sum of such bonds or policies and
the sureties or underwiters thereon, after giving due considerationto
all known el enents and factors constituting such risk or hazard. Such
action shall be recorded in the m nutes of the board of directors.

Sec. 174. RCW 30. 12. 040 and 2010 ¢ 88 s 20 are each anended to

read as foll ows:
(1) The director may issue and serve a board director, officer, or
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enpl oyee of a bank ((er—trust—econpany)) Wth witten notice of intent
to renove the person from office or enploynment or to prohibit the

person from participating in the conduct of the affairs of the bank
((eF—trust—eompany)) or any other depository institution, ((+rust
eofpany+)) bank hol di ng conpany, thrift hol ding conpany, or financial
hol di ng conpany doi ng business in this state whenever, in the opinion
of the director:

(a) Reasonabl e cause exists to believe the person has commtted a
material violation of law, an unsafe and unsound practice, or a
violation or practice involving a breach of fiduciary duty, persona
di shonesty, recklessness, or inconpetence; and

(b) The bank( (;—trust—eoenpanys)) or hol di ng conpany has suffered or
is likely to suffer substantial financial |oss or other damage; or

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

(2) The director may issue and serve a board director, officer, or
enpl oyee of a holding conpany with witten notice of intent to renove
t he person from office or enploynent or to prohibit the person from
participating in the conduct of the affairs of the hol ding conpany, its
subsidiary bank ((er—trust—eenpany)), or any other depository
institution, ((t+ust—eenpanys)) bank hol ding conpany, thrift hol ding
conpany, or financial holding conpany doing business in this state
whenever, in the opinion of the director:

(a) Reasonabl e cause exists to believe the person has commtted a
material violation of law, an unsafe and unsound practice, or a
violation or practice involving a breach of fiduciary duty, persona
di shonesty, reckl essness, or inconpetence; and

(b) The subsidiary bank ((er—trust—eonpany)) has suffered or is
likely to suffer substantial financial |oss or other damage; or

(c) The interests of depositors ((er—trust—benefHetartes)) of the

subsi di ary bank ((er—t+rust—eoenpany)) could be seriously prejudiced by
reason of the violation or practice.

Sec. 175. RCW 30.12.0401 and 2010 c 88 s 21 are each anended to
read as foll ows:

The director may serve witten notice of charges under RCW
30.12.040 (as recodified by this act) to suspend a person from further
participation in any manner in the conduct of the affairs of a bank( (s
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trust—eoenpanys-)) or holding conpany, if the director determ nes that
such an action is necessary for the protection of the bank ((er—t+ust

conpany) ), or the interests of the depositors ((eF — t+ust
benefietart+es)) of the bank ((er—trust—eonpany)). Any suspensi on
notice issued by the director is effective upon service, and unless the
superior court of the county of its principal place of business issues
a stay of the order, remains in effect and enforceable until:

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

(2) The effective date of a final order for renoval of the person
under RCW30. 12.040 (as recodified by this act).

Sec. 176. RCW30.12.042 and 2010 c 88 s 22 are each anended to
read as foll ows:

(1) A notice of an intention to renove a director, officer, or
enpl oyee from office or to prohibit his or her participation in the
conduct of the affairs of a bank((—t+rust—eenpanys)) or hol di ng conpany
shall contain a statenent of the facts which constitute grounds
therefor and shall fix a time and place at which a hearing wll be
hel d. The hearing shall be set not earlier than ten days or later than
thirty days after the date of service of the notice unless an earlier
or later date is set by the director at the request of the director
of ficer, or enployee for good cause shown or of the attorney general of
the state.

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

(3) Any order shall becone effective at the expiration of ten days
after service upon the bank((—trust—eenpany-)) or hol di ng conpany and
the director, officer, or enployee concerned except that an order
i ssued upon consent shall becone effective at the tine specified in the
order.
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(4) An order shall remain effective except to the extent it is
stayed, nodified, termnated, or set aside by the director or a
review ng court.

Sec. 177. RCW30.12.044 and 2010 c 88 s 23 are each anended to
read as foll ows:

If at any tine because of the renoval of one or nore directors
under this chapter there shall be on the board of directors of a
bank( (-—trust—eonpany;)) or holding conpany less than a quorum of
directors, all powers and functions vested in or exercisable by the
board shall vest in and be exercisable by the director or directors
remaining until such tinme as there is a quorum on the board of
directors. If all of the directors of a bank((;—trust—econpany-)) or
hol di ng conpany are renoved under this chapter, the director shall
appoi nt persons to serve tenporarily as directors until such tine as
their respective successors take office.

Sec. 178. RCW30.12.047 and 2010 c 88 s 24 are each anended to
read as foll ows:

Any present or former director, officer, or enployee of a bank((s
trust—eoenpanys)) or hol di ng conpany, or any other person agai nst whom
there is outstanding an effective final order served upon the person
and who participates in any manner in the conduct of the affairs of the
bank( (;—trust—eoenpanys-)) or hol ding conpany involved; or who directly
or indirectly solicits or procures, transfers or attenpts to transfer,
or votes or attenpts to vote any proxies, consents, or authorizations
with respect to any voting rights in the bank((-—trust—coenpany)) or
hol di ng conpany; or who, without the prior approval of the director
votes for a director or serves or acts as a director, officer,
enpl oyee, or agent of any bank((—+rust—eenpany=)) or hol di ng conpany
shall wupon conviction for a violation of any order, be guilty of a
gross m sdeneanor puni shable as prescri bed under chapter 9A 20 RCW as
now or hereafter anended.

Sec. 179. RCW 30.12. 060 and 1994 ¢ 92 s 69 are each anended to
read as foll ows:

(1) Any bank ((er—t+rust—ecoenpany)) shall be permtted to make | oans
to any enployee of such corporation, or to purchase, discount or
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acquire, as security or otherwise, the obligation or debt of any
enpl oyee to any other person, to the sane extent as if the enployee
were in no way connected with the corporation. Any bank ((er—trust
corpany)) shall be permtted to nmake loans to any officer of such
corporation, or to purchase, discount or acquire, as security or
ot herw se, the obligation or debt of any officer to any other person:
PROVI DED, That the total value of the |oans made and obligation
acquired for any one officer shall not exceed such anmount as shall be
prescribed by the director pursuant to regulations adopted in
accordance wth the Adm nistrative Procedure Act, chapter 34.05 RCW as
now or hereafter anended: AND PROVI DED FURTHER, That no such |oan
shall be nade, or obligation acquired, in excess of five percent of a
bank's capital and uninpaired surplus or twenty-five thousand doll ars,
whi chever is larger, unless a resolution authorizing the sane shall be
adopted by a vote of a mmjority of the board of directors of such
corporation prior to the maki ng of such | oan or discount, and such vote
and resolution shall be entered in the corporate mnutes. |In no event
shall the loan or obligation acquired exceed five hundred thousand
dollars in the aggregate w thout prior approval by a mpjority of the
corporation's board of directors. No loan in excess of five percent of
a bank's capital and wuninpaired surplus or twenty-five thousand
dollars, whichever is larger, shall be nade by any bank ((er—trust
ceofpany)) to any director of such corporation nor shall the note or
obligation in excess of five percent of a bank's capital and uninpaired
surplus or twenty-five thousand dollars, whichever is larger, of such
director be discounted by any such corporation, or by any officer or
enpl oyee thereof in its behalf, unless a resolution authorizing the
sane shall be adopted by a vote of a mpjority of the entire board of
directors of such corporation exclusive of the vote of such interested
director, and such vote and resolution shall be entered in the
corporate mnutes. In no event may the |oan or obligation acquired
exceed five hundred thousand dollars in the aggregate w thout prior
approval by a mpjority of the corporation's board of directors.

Each bank ((er—trust—eoenpany)) shall at such tines and in such form
as may be required by the director, report to the director al
out standing | oans to directors of such bank ((er—trust—ecoenpany)).

The anmount of any endorsenent or agreenent of suretyship or
guaranty of any such director to the corporation shall be construed to
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be a loan wthin the provisions of this section. Any nodification of
the ternms of an existing obligation (excepting only such nodifications
as nerely extend or renewthe indebtedness) shall be construed to be a
| oan within the neaning of this section.

(2) "Uninpaired surplus,” as used in this section, consists of the
sum of the foll ow ng anounts:

(a) Fifty percent of the reserve for possible | oan | osses;

(b) Subordi nat ed notes and debent ures;

(c) Surplus;

(d) Undivided profits; and

(e) Reserve for contingencies and ot her capital reserves, excluding
accrued dividends on preferred stock.

Sec. 180. RCW30.12.070 and 2010 c 88 s 25 are each anended to
read as foll ows:

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

Sec. 181. RCW 30.12.090 and 2010 ¢ 88 s 26 are each anended to
read as foll ows:
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Every person who shall know ngly subscribe to or make or cause to
be nmade any false statenent or false entry in the books of any bank((+
trust—eoefpany+)) or hol di ng conpany, or shall know ngly subscribe to or
exhibit any false or fictitious paper or security, instrunment or paper,
with the intent to deceive any person authorized to exanmine into the

affairs of any bank((|J}—t+ust—eenpany+)) or hol di ng conpany, or shal

make, state, or publish any fal se statenent of the anobunt of the assets

or liabilities of any bank((:—trust—eoenpany+)) or hol ding conpany, is
guilty of a class B fel ony puni shable accordi ng to chapter 9A. 20 RCW

Sec. 182. RCW30.12.100 and 2010 c 88 s 27 are each anended to
read as foll ows:

Every officer, director, or enployee or agent of any bank((—trust
eoefpany+)) or hol ding conpany who, for the purpose of concealing any
fact or suppressing any evidence against hinself or herself, or against
any other person, abstracts, renoves, nutil ates, destroys or secretes
any paper, book or record of any bank((;—trust—eenpanys)) or hol ding
conpany, or of the director, or of anyone connected with his or her
office, is guilty of a class B fel ony puni shable according to chapter
9A. 20 RCW

Sec. 183. RCW30.12.110 and 1986 c 279 s 35 are each anended to
read as foll ows:

No officer, director, agent, enployee or stockhol der of any bank
((eF—t+ust—eonpany)) shall, directly or indirectly, receive a bonus,
conmm ssi on, conpensation, renuneration, gift, speculative interest or
gratuity of any kind fromany person, firm or corporation other than
the bank or as all owed by RCW 30.12. 115 (as recodified by this act) for
granting, procuring or endeavoring to procure, for any person, firmor
corporation, any loan by or out of the funds of such bank ((er—t+ust
cofpany)) or the purchase or sale of any securities or property for or
on account of such bank ((er—t+rust—eenpany)) or for granting or
procuring perm ssion for any person, firm or corporation to overdraw

any account with such bank ((er—trust—eoenpany)). Any person violating
this section shall be guilty of a gross m sdeneanor.

Sec. 184. RCW 30.12.180 and 1994 ¢ 92 s 72 are each anmended to
read as foll ows:
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Whenever the director shall notify the board of directors of a bank
((eF—trust—eonpany)) to levy an assessnent upon the stock of such
corporation and the holders of two-thirds of the stock shall consent
t hereto, such board shall, within ten days from the i ssuance of such
notice, adopt a resolution for the |evy of such assessnent, and shall
i mredi atel y upon the adoption of such resolution serve notice upon each
st ockhol der, personally or by mail, at his or her |ast known address,
to pay such assessnent; and that if the sanme be not paid within twenty
days from the date of the issuance of such notice, his or her stock
wi |l be subject to sale and all amounts previously paid thereon shal
be subject to forfeiture. |If any stockholder fail within said twenty
days to pay the assessnent as provided in this section, it shall be the
duty of the board of directors to cause a sufficient anmount of the
capital stock of such stockholder to be sold to nmake good the
deficiency. The sale shall be held at such tinme and place as shall be
designated by the board of directors and shall be either public or
private, as the board shall deem best. At any time after the
expiration of sixty days fromthe expiration of said twenty-day period
the director may require any stock upon which the assessnment renains
unpaid to be cancel ed and deducted fromthe capital of the corporation.
I f such cancellation shall reduce the capital of the corporation bel ow
the mninmumrequired by this title or its articles of incorporation the
capital shall, wthin thirty days thereafter be increased to the
requi red amount by original subscription, in default of which the
director may take possession of such corporation in the manner provided
by lawin case of insolvency.

Sec. 185. RCW30.12.190 and 2010 c¢ 88 s 28 are each anended to
read as foll ows:

(1) Every person who shall knowi ngly violate, or knowngly aid or
abet the violation of any provision of RCW 30.04.010, 30.04.030,
30. 04. 050, 30.04.060, 30.04.070, 30.04.075, 30.04.111, 30.04.120,
30.04.130, 30.04.180, 30.04.210, 30.04.220, 30.04.280, 30.04.300,
30. 08. 010, 30.08.020, 30.08.030, 30.08.040, 30.08.050, 30.08.060,
30. 08. 080, 30.08.090, ((36-08-095-)) 30.08.140, 30.08.150, 30.08. 160,
30. 08.180, 30.08.190, 30.12.010, 30.12.020, 30.12.030, 30.12.060,
30.12. 070, 30.12.130, 30.12.180, 30.12.190, 30.16.010, 30.20.060,
30.44. 010, 30.44.020, 30.44.030, 30.44.040, 30.44.050, 30.44.060,
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30.44.070, 30.44.080, 30.44.090, 30.44.100, 30.44.130, 30.44.140,
30. 44. 150, 30.44.160, 30.44.170, 30.44.240, 30.44.250 (as recodified by
this act), 43.320.060, 43.320.070, 43.320.080, and 43.320.100, and any
director, officer, or enployee of a bank((—t+rust—eenmpany-)) or hol di ng
conpany who fails to perform any act which it is therein made his or
her duty to perform shall be guilty of a m sdeneanor.

(2) A director, officer, or enployee of a bank((;—t+rust—conpanyy))
or holding conpany who has been convicted for the violation of the
banking laws of this or any other state or of the United States shal
not be permtted to engage in or becone or remain a board director
officer, or enployee of any bank, trust conpany, or hol ding conpany
organi zed and existing under the laws of this state, or of any other
depository institution, trust conpany, bank holding conpany, thrift
hol di ng conpany, or financial holding conpany doing business in this
state.

Sec. 186. RCW 30.12.205 and 1986 c¢ 279 s 37 are each anended to
read as foll ows:

Subject to any restrictions inits articles of incorporation and in
accordance with and subject to the provisions of RCW 30.08.088 (as
recodified by this act), the board of directors of a bank ((er—trust
cofpany)) may grant options entitling the holders thereof to purchase
fromthe corporation shares of any class of its stock. The instrunent
evi dencing the option shall state the terns upon which, the tinme within
whi ch, and the price at which such shares may be purchased from the
corporation upon the exercise of such option. |f any such options are
granted by contract, or are to be granted pursuant to a plan, to
officers or enployees of the bank ((er—t+rust—eenpany)), then the
contract or the plan shall require the approval, wthin twelve nonths
of its approval by the board of directors, of the holders of a majority
of its wvoting capital stock. Subsequent anendnments to any such
contract or plan which do not change the price or duration of any
option, the maxi mnum nunber of shares which nay be subject to options,
or the class of enployees eligible for options may be nmade by the board
of directors w thout further sharehol der approval.

Subject to any restrictions in its articles of incorporation, the
board of directors of a bank ((er—trust—eenpany)) shall have the
authority to enter into any plans or contracts providing for
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conpensation for its officers and enpl oyees, including, but not being
limted to, incentive bonus contracts, stock purchase or bonus plans
and profit sharing pl ans.

Sec. 187. RCW30.12.220 and 1979 ¢ 106 s 8 are each anended to
read as foll ows:

The articles of incorporation of any bank ((er—trust—eoenpany))
organi zed under this title may limt or permt the preenptive rights of
a sharehol der to acquire unissued shares of the corporation and may
thereafter by anmendnent limt, deny, or grant to sharehol ders of any
cl ass of stock the preenptive right to acquire additional shares of the
corporation whether then or thereafter authorized.

Sec. 188. RCW 30. 12. 240 and 2010 ¢ 88 s 29 are each anended to
read as foll ows:

I f the directors of any bank((—trust—eefpany+)) or hol di ng conpany
shall knowingly violate, or knowingly permt any of the officers,

agents, or enployees of the bank ((er—trust—eoenpany)) to violate any of
the provisions of this title or any lawful regulation or directive of
the director, and if the directors are aware that such facts and
ci rcunstances constitute such violations, then each director who
participated in or assented to the violation is personally and
individually liable for all damages which the state or any insurer of
the deposits of the bank ((er—t+ust—eonpany—oer—ahy—trust—beneftectary
of—thetrust—econpany;)) sustains due to the violation.

Sec. 189. RCW 30.16.010 and 1955 ¢ 33 s 30.16.010 are each anended
to read as foll ows:

No director, officer, agent or enployee of any bank ((er—trust
company)) shall certify a check unless the amount thereof actually
stands to the credit of the drawer on the books of such corporation and
when certified nust be charged to the account of the drawer. Every
violation of this provision shall be a gross m sdeneanor. Any such
check so certified by a duly authorized person shall be a good and
valid obligation of the bank ((er—trust—eenpany)) in the hands of an
i nnocent hol der.
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Sec. 190. RCW30.20.005 and 1994 ¢ 92 s 74 are each anended to
read as foll ows:

Deposits made by individuals in a national bank, state bank((+
trust—eoenpany)) or other banking institution subject to the
supervision of the director are governed by chapter 30.22 RCW (as
recodified by this act).

Sec. 191. RCW 30. 20. 025 and 1985 ¢ 305 s 2 are each anended to
read as foll ows:

Each person meking a deposit in a bank ((er—trust—eenpany)) shal
be given a receipt that shall show or in conjunction with the deposit

slip can be used to trace the nane of the bank ((er—trust—econrpany)),
t he name of the account, the account nunber, the date, and the anount
deposited. |If specifically requested by the depositor when neking the
deposit, the receipt nust expressly show the nane of the bank ((e+
trust—eonpany) ), the date, the anount deposited, plus either the nane
of the account or the account nunber or both the nanme of the account
and the account nunber.

Sec. 192. RCW 30.20.060 and 1996 c 2 s 8 are each anended to read
as follows:

A bank ((er—trust—eompany)) shall repay all deposits to the
depositor or his or her lawful representative when required at such
time or tinmes and with such interest as the regulations of the
corporation shall prescribe. These regulations shall be prescribed by
the directors of the bank ((er—trust—eonpany)) and my contain
provisions with respect to the terns and conditions upon which any
account or deposit will be maintained by the bank ((er—t+rust—ecoenpany)).
These regul ati ons and any anendnents shall be available to depositors
on request, and shall be posted in a conspicuous place in the principal
office and each branch in this state or, if the regulations and any
anmendnents are not so posted, a description of changes in the
regul ations after an account is opened shall be nmailed to depositors
pursuant to 12 U.S.C. Sec. 4305(c) or otherwise. All these rules and
regul ations and all anendnents shall be binding upon all depositors.
At the option of the bank, a passbook shall be issued to each savings
account depositor, or a record maintained in lieu of a passbook. A
deposit contract may be adopted by the bank ((er—trust—eempany)) in
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lieu of or in addition to account rules and regul ations and shall be
enforceable and anmendable in the sane manner as account rules and
regul ations or as provided in the deposit contract. A copy of the
contract shall be provided to the depositor.

Sec. 193. RCW30.20.090 and 1994 ¢ 92 s 75 are each anended to
read as foll ows:

Notice to any national bank, state bank, ((t+rust—ecorpany—mutual))
savi ngs bank, or bank under the supervision of the director, doing
business in this state of an adverse claimto a deposit standing on its
books to the credit of any person may be disregarded without liability
by said bank ((er—trust—coenpany)) unless said adverse cl ai mant shal
also either procure a restraining order, injunction or other
appropriate process agai nst said bank ((er—trust—eoenpany)) froma court
of conpetent jurisdiction in a cause therein instituted by him or her
wherein the person to whose credit the deposit stands is made a party
and served wth summons or shall execute to said bank ((er—trust
eofpany)), in formand with sureties acceptable to it, a bond, in an
anmount which is double either the anobunt of said deposit or said
adverse claim whichever is the lesser, indemifying said bank ((e+
trust—eoempany)) from any and all liability, |oss, damage, costs and
expenses, for and on account of the paynent of such adverse claim or
t he di shonor of the check or other order of the person to whose credit
the deposit stands on the books of said bank ((er—trust—eonpany)):
PROVI DED, That where the person to whose credit the deposit stands is
a fiduciary for such adverse claimant, and the facts constituting such
rel ationship, and also the facts show ng reasonabl e cause of belief on
the part of said claimant that the said fiduciary is about to
m sappropriate said deposit, are nmade to appear by the affidavit of
such cl aimant, the bank ((er—t+rust—eoenpany)) shall without liability
refuse to deliver such property for a period of not nore than five
busi ness days from the date that the bank received the adverse
claimant's affidavit, without liability for the sufficiency or truth of
the facts alleged in the affidavit, after which tinme the claimshall be
treated as any other claimunder this section.

This section shall not apply to accounts subject to chapter 30.22
RCW (as recodified by this act).
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Sec. 194. RCW 30.22.040 and 2011 c¢ 336 s 747 and 2011 c¢c 303 s 4
are each reenacted and anended to read as foll ows:

Unl ess the context of this chapter otherw se requires, the terns
contained in this section have the neani ngs i ndi cated.

(1) "Account" nmeans a contract of deposit between a depositor or
depositors and a financial institution; the termincludes a checking
account, savings account, certificate of deposit, savings certificate,
share account, savings bond, and other |ike arrangenents.

(2) "Actual know edge" neans witten notice to a nmanager of a
branch of a financial institution, or an officer of the financial
institution in the course of his or her enploynent at the branch,
pertaining to funds held on deposit in an account maintained by the
branch received within a period of tinme which affords the financial
institution a reasonabl e opportunity to act upon the know edge.

(3) "Agency account"” nmneans an account to which funds my be
deposited and from whi ch paynents may be nmade by an agent desi gnated by
a depositor. In the event there is nore than one depositor naned on an
account, each depositor may designate the sane or a different agent for
the purpose of depositing to or making paynents of funds from a
depositor's account.

(4) "Agent" nmeans a person designated by a depositor or depositors
in a contract of deposit or other docunent to have the authority to
deposit and to nmke paynents from an account in the nanme of the
depositor or depositors.

(5) "Depositor,"™ when wutilized in determning the rights of
i ndividuals to funds in an account, neans an individual who owns the
funds. Wen utilized in determning the rights of a financial
institution to make or wthhold paynent, and/or to take any other
action with regard to funds held under a contract of deposit,
"depositor” neans the individual or individuals who have the current
right to paynent of funds held under the contract of deposit w thout
regard to the actual rights of ownership thereof by these individuals.
A trust or P.O D. account beneficiary becones a depositor only when the
account becones payable to the beneficiary by reason of having survived
t he depositor or depositors named on the account, depending upon the
provi sions of the contract of deposit.

(6) "Depositor's funds" or "funds of a depositor"” neans the anpunt
of all deposits belonging to or made for the benefit of a depositor
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less all withdrawals of the funds by the depositor or by others for the
depositor's benefit, plus the depositor's prorated share of any
interest or dividends included in the current balance of the account
and any proceeds of deposit life insurance added to the account by
reason of the death of a depositor.

(7) "Director” means the director of the departnent of financia
institutions or his or her designee.

(8) "Financial institution" neans a bank, trust conpany, nutua
savi ngs bank, savings and | oan association, or credit union authorized
to do business and accept deposits in this state under state or federal
| aw.

(9) "Individual" nmeans a human being; "person" includes an
i ndi vidual, corporation, partnership, Ilimted partnership, joint
venture, trust, or other entity recognized by law to have separate
| egal powers.

(10) "Joint account with right of survivorship”" means an account in
the nane of two or nore depositors and which provides that the funds of
a deceased depositor beconme the property of one or nore of the
survi ving depositors.

(11) "Joint account wi thout right of survivorship" nmeans an account
in the nane of two or nore depositors and which contains no provision
that the funds of a deceased depositor becone the property of the
surviving depositor or depositors.

(12) "Paynent(s)" of sunms on deposit includes wthdrawal, paynent
by check or other directive of a depositor or his or her agent, any
pl edge of sunms on deposit by a depositor or his or her agent, any set-
off or reduction or other disposition of all or part of an account
bal ance, and any paynents to any person under RCW30.22.120, 30.22. 140,
30.22. 150, 30.22.160, 30.22.170, 30.22.180, 30.22.190, 30.22.200, and
30.22.220 (as recodified by this act).

(13) "Pronotional contest of chance" neans a pronotional contest
conduct ed pursuant to RCW 9. 46. 0356( 1) (b).

(14) "Proof of death" neans a certified or authenticated copy of a
death certificate, or photostatic copy thereof, purporting to be issued
by an official or agency of the jurisdiction where the death
purportedly occurred, or a certified or authenticated copy of a record
or report of a governnental agency, donestic or foreign, that a person
is dead. In either case, the proofs constitute prim facie proof of
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the fact, place, date, and tinme of death, and identity of the decedent
and the status of the dates, circunstances, and places disclosed by the
record or report.

(15) "Request" neans a request for wthdrawal, or a check or order

for paynent, which conplies with all conditions of the account,
including special requirenments concerning necessary signatures and
regulations of the financial institution; but if the financial

institution conditions wthdrawal or paynent on advance notice, for
purposes of this chapter the request for wthdrawal or paynent is
treated as immediately effective and a notice of intent to withdraw is
treated as a request for w thdrawal .

(16) "Single account” neans an account in the nane of one depositor
only.

(17) "Trust or P.OD. account beneficiary" neans a person or
persons, other than a codepositor, who has or have been designated by
a depositor or depositors to receive the depositor's funds remaining in
an account upon the death of a depositor or all depositors.

(18) "Trust and P. O D. accounts" nmeans accounts payabl e on request
to a depositor during the depositor's lifetinme, and wupon the
depositor's death to one or nore designated beneficiaries, or which are
payable to two or nore depositors during their lifetinmes, and upon the
death of all depositors to one or nore designated beneficiaries. The
term "trust account” does not include deposits by trustees or other
fiduciaries where the trust or fiduciary relationship is established
ot her than by a contract of deposit with a financial institution.

(19) "Wthdrawal " neans paynent to a person pursuant to check or
other directive of a depositor.

Sec. 195. RCW30.22.041 and 1995 c 186 s 1 are each anended to
read as foll ows:

The definitions in this section apply throughout this section and
RCW 30. 22. 240 and 30.22.245 (as recodified by this act).

(1) "Custoner" neans any person, partnership, limted partnership,
corporation, trust, or other legal entity that is transacting or has
transacted business with a financial institution, that is using or has
used the services of an institution, or for which a financial
institution has acted or is acting as a fiduciary.
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(2) "Financial institution" means state and national banks and
trust conpanies, state and federal savings banks, state and federa
savi ngs and | oan associ ations, and state and federal credit unions.

(3) "Law enforcenent officer” nmeans an enployee of a public |aw
enf orcenent agency organi zed under the authority of a county, city, or
town and designated to obtain deposit account information by the chief
| aw enforcenment officer of that agency.

Sec. 196. RCW 30.22.120 and 1981 c 192 s 12 are each anended to
read as foll ows:

I n maki ng paynments of funds deposited in an account, a financial
institution may rely conclusively and entirely upon the form of the
account and the ternms of the contract of deposit at the tine the
paynents are made. A financial institution is not requiredto inquire
as to either the source or the ownership of any funds received for
deposit to an account, or to the proposed application of any paynents
made from an account. Unless a financial institution has actual
know edge  of the existence of di spute bet ween depositors,
beneficiaries, or other persons claimng an interest in funds deposited
in an account, all paynents nade by a financial institution from an
account at the request of any depositor to the account and/or the agent
of any depositor to the account in accordance with this section and RCW
30.22. 140, 30.22.150, 30.22.160, 30.22.170, 30.22.180, 30.22.190,
30. 22. 200, and 30.22.220 (as recodified by this_act) shall constitute
a conplete release and di scharge of the financial institution from al
clainms for the anounts so paid regardl ess of whether or not the paynent
is consistent with the actual ownership of the funds deposited in an
account by a depositor and/or the actual ownership of the funds as
bet ween depositors and/or the beneficiaries of P.OD and trust
accounts, and/or their heirs, successors, personal representatives, and
assi gns.

Sec. 197. RCW 30.22.130 and 1981 c 192 s 13 are each anended to
read as foll ows:

The protection accorded to financial institutions under RCW
30.22.120, 30.22.140, 30.22.150, 30.22.160, 30.22.170, 30.22.180,
30.22.190, 30.22.200, 30.22.210, and 30.22.220 (as recodified by this
act) shall have no bearing on the actual rights of ownership to
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deposited funds by a depositor, and/or between depositors, and/or by
and between beneficiaries of trust and P.Q D. accounts, and their
heirs, successors, personal representatives, and assigns.

Sec. 198. RCW30.22.190 and 1989 ¢ 220 s 3 are each anended to
read as foll ows:

In each case, where it is provided in RCW30.22.180 (as recodified
by this act) that a financial institution nmay make paynent of funds
deposited in an account to the personal representative of the estate of
a deceased depositor or beneficiary, the financial institution nmay make
paynent of the funds to the follow ng persons under the circunstances
provi ded:

(1) In those instances where the deceased depositor left a
surviving spouse, and the deceased depositor and the surviving spouse
shal |l have executed a conmunity property agreenent which by its terns
woul d include funds of the deceased depositor remaining in the account,
a financial institution may nake paynent of all funds in the name of
t he deceased spouse to the surviving spouse upon recei pt of a certified
copy of the community property agreenent as recorded in the office of
a county auditor of the state and an affidavit of the surviving spouse
that the community property agreenent was validly executed and in full
force and effect upon the death of the depositor.

(2) In those instances where the bal ance of the funds in the nane
of a deceased depositor does not exceed two thousand five hundred
dol I ars, paynent of the decedent's funds remaining in the account may
be made to the surviving spouse, next of kin, funeral director, or
ot her creditor who nay appear to be entitled thereto upon receipt of
proof of death and an affidavit to the effect that no personal
representative has been appointed for the deceased depositor's estate.
As a condition to the paynent, a financial institution may require such
wai vers, indemity, receipts, and acquittance and additional proofs as
it may consi der proper.

(3) In those instances where the person entitled presents an
affidavit which neets the requirenents of chapter 11.62 RCW

A person receiving a paynent froma financial institution pursuant
to subsections (2) and (3) of this section is answerable and
accountable therefor to any personal representative of the deceased
depositor's estate wherever and whenever appoi nt ed.
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Sec. 199. RCW 30.22.220 and 1981 c 192 s 22 are each anended to
read as foll ows:

Notw t hst anding RCW 30.22.210 (as_recodified_ by this_ act), a
financial institution may, without liability, pay or permt w thdrawal
of any funds on deposit in an account to a depositor and/or agent of a
depositor and/or trust or P.O D. account beneficiary, and/or other
person claimng an interest therein, even when the financia
institution has actual know edge of the existence of the dispute, if
the adverse claimant shall execute to the financial institution, in
formand with security acceptable to it, a bond in an anmount which is
doubl e either the amount of the deposit or the adverse claim whichever
is the lesser, indemifying the financial institution fromany and al
liability, |oss, danage, costs, and expenses, for and on account of the
paynment of the adverse claim or the dishonor of the check or other
order of the person in whose nane the deposit stands on the books of
the financial institution: PROVI DED, That where the person in whose
nanme the deposit stands is a fiduciary for the adverse clainmant, and
the facts constituting such relationship, and also the facts show ng
reasonabl e cause of belief on the part of the claimnt that the
fiduciary is about to m sappropriate the deposit, are nade to appear by
the affidavit of the claimant, the financial institution shall, w thout
liability, refuse to deliver the property for a period of not nore than
five business days from the date that the financial institution
receives the adverse claimant's affidavit, without liability for the
sufficiency or truth of the facts alleged in the affidavit, after which
time the claimshall be treated as any other claimunder this section.

Sec. 200. RCW 30.32.010 and 1955 ¢ 33 s 30.32.010 are each anended
to read as foll ows:

Any bank((—trust—eenpany)) or nutual savings bank may becone a
menber of the federal reserve systemof the United States and to that
end may conply with all laws of the United States and all rules,
regul ations and requirenents promnul gated pursuant thereto, including
the investnent of its funds in the stock of a federal reserve bank; and
any bank( (—trust—eoenpany)) or nutual savi ngs bank, whether a nenber of
the federal reserve systemor not, may invest its funds in the stock of
the Federal Deposit Insurance Corporation created by the act of
congress approved June 16, 1933, and may participate in the insurance
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of bank deposits and obligate itself for the cost of such participation
by assessnents or otherwi se in accordance with the laws of the United
St at es.

Sec. 201. RCW 30.32.020 and 1955 c¢ 33 s 30.32.020 are each anended
to read as foll ows:

Any savings and |oan association, building and | oan association
bank, ((t++ust—eenpany+)) savings bank, or nutual savings bank may
beconme a nenber of and invest its funds in the bonds and/or the capital
stock of a federal home |oan bank, and vote such stock in the manner
prescribed by its board of directors.

Sec. 202. RCW 30.32.030 and 1955 ¢ 33 s 30.32.030 are each anended
to read as foll ows:

Any such bank, ( ( Hrust — corpany—) ) i nsurance conpany, or
associ ation, nmay borrow from any honme | oan bank and as security for
borrowi ng may pl edge therewith the notes, nortgages, trust deeds which
it holds as shall be required by federal |aw, and under such rules and
regul ati ons as shall be adopted by a federal honme | oan bank.

Sec. 203. RCW 30.32.040 and 1955 c¢ 33 s 30.32.040 are each anended
to read as foll ows:

Any such bank, ( ( Hrust — corpany—) ) i nsurance conpany, or
associ ation, may designate a federal hone | oan bank as a depositary for
its funds.

Sec. 204. RCW 30.36.010 and 1955 ¢ 33 s 30.36.010 are each anended
to read as foll ows:

Capital notes or debentures, where used in this chapter, shall nean
notes or other obligations issued by a bank((-—trust—eorpany)) or
mut ual savi ngs bank, for noney obtained and used as additional capital
or to replace inpaired capital stock: PROVI DED, Such notes or other
obligations are subordinate to the rights of depositors and other
creditors.

The term "capital" where used in this chapter shall nean capital
st ock and/or capital notes.
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Sec. 205. RCW30.36.020 and 1994 ¢ 92 s 76 are each anmended to
read as foll ows:

Wth the approval of the director, any bank((—trust—conpany)) or
mut ual savings bank may at any tinme, through action of its board of
directors or trustees, issue and sell its capital notes or debentures.
Such capital notes or debentures shall be subordinate to the clains of
depositors and other creditors. The holders of capital notes or
debentures issued by a bank ((er—trust—eempany)) shall have such
conversion rights as may be provided in the articles of incorporation
wi th the approval of the director.

Sec. 206. RCW30.36.030 and 1994 ¢ 92 s 77 are each anended to
read as foll ows:

Wher e any bank( (—t+ust—eoenpany)) or nutual savings bank has issued
and has outstanding capital notes or debentures, it may carry its
capital stock on its books at a sumless than par, and it shall not be
considered inpaired so long as the anpbunt of such capital notes or
debentures equal s or exceeds the inpairnment as found by the director.

Sec. 207. RCW30.36.040 and 1994 ¢ 92 s 78 are each anended to
read as foll ows:

Bef ore such capital notes or debentures are retired or paid by the
bank( (—trust—eonpany)) or nutual savings bank, any exi sting inpairnent
of its capital stock nmust be overcone or corrected to the satisfaction
of the director.

Sec. 208. RCW30.38.010 and 2013 ¢ 76 s 12 are each anended to
read as foll ows:

(1) An out-of-state bank may engage in banking in this state
wi t hout violating RCW30.04.280 (as recodified by this act) only if the
conditions and filing requirenents of this chapter are net and the bank
was |lawfully engaged in banking in this state on July 22, 2010, or the
bank's in-state banking activities:

(a) Resulted from an interstate conbination pursuant to RCW
30.49.125 (as recodified by this act) or 32.32.500;

(b) Resulted from a relocation of a head office of a state bank
pursuant to 12 U.S.C. Sec. 30 and RCW 30.04.215(3) (as recodified by

this act);
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(c) Resulted froma relocation of a main office of a national bank
pursuant to 12 U.S. C. Sec. 30;

(d) Resulted fromthe establishment of a branch of a savings bank
in conpliance with RCW 32.04.030(6); or

(e) Resulted from interstate branching under RCW 30.38.015 (as
recodified by this act).

Nothing in this section affects the authorities of alien banks as
defined by RCW 30.42.020 (as_recodified by this act) to engage in
banking within this state.

(2) The director, consistent wth 12 U S.C. Sec. 1831u(b)(2) (D),
may approve an interstate conbination if the standard on which the
approval is based does not discrimnate against out-of-state banks,
out - of -state bank hol ding conpani es, or subsidiaries of those banks or
hol di ng conpani es.

Sec. 209. RCW 30.38.030 and 1996 ¢ 2 s 13 are each anended to read
as follows:

(1) If authorized to engage in banking in this state under RCW
30.38.010 (as_recodified by this_ act), an out-of-state bank nmay
mai ntain and operate the branches in Washington of a Washi ngton bank
with which the out-of-state bank or its predecessors engaged in an
i nterstate conbi nati on.

(2) The out-of-state bank may establish or acquire and operate
additional branches in Wshington to the sane extent that any
Washi ngton bank may establish or acquire and operate a branch in
Washi ngt on under applicable federal and state | aw

(3) The out-of-state state bank nay, at such branches, unless
otherwise limted by the bank's hone state | aw, exercise any powers and
authorities that are authorized under the laws of this state for
Washi ngt on st at e banks.

(4) The out-of-state state bank may, at these branches, exercise
addi tional powers and authorities that are authorized under the | aws of
its home state, only if the director determines in witing that the
exercise of the additional powers and authorities in this state wll
not threaten the safety and soundness of banks in this state and serves
t he conveni ence and needs of WAshi ngton consuners. Washington state
banks also may exercise the powers and authorities under RCW
30.08.140(16) (as recodified by this act) or 32.08.140(15).
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Sec. 210. RCW30.38.070 and 1996 ¢ 2 s 17 are each anended to read
as follows:

(1) Any out-of-state state bank that wll be the resulting bank
pursuant to an interstate conbination involving any bank wi th branches
i n Washi ngton, if RCW30.49.125(5) (as recodified by this act) does not
apply, shall notify the director of the proposed conbi nation not |ater
than three days after the date of filing of an application for the
conmbi nation with the responsi ble federal bank supervisory agency, and
shall submt a copy of the application to the director and pay
applicable application fees, if any, required by the director. 1Inlieu
of notice from the out-of-state state bank the director may accept
notice from the bank's hone state regul ator. The director has the
authority to wai ve any procedures required by Washi ngton nerger laws if
the director finds that the provision is in conflict with the
applicable federal law or in conflict with the applicable |aw of the
state of the resulting bank.

(2) An out-of-state state bank that has established and maintains
a branch in this state pursuant to this chapter shall give at |east
thirty days' prior witten notice or, in the case of an energency
transaction, shorter notice as is consistent with the applicable state
or federal law, to the director of any transaction that woul d cause a
change of control with respect to the bank or any bank hol di ng conpany
that controls the bank, with the result that an application would be
required to be filed pursuant to the federal change in bank control act
of 1978, as anended, 12 U S. C. Sec. 1817(j), or the federal bank
hol di ng conpany act of 1956, as anmended, 12 U . S.C. Sec. 1841 et seq.,
or any successor statutes. In lieu of notice from the out-of-state
state bank the director may accept notice from the bank's honme state
regul at or.

Sec. 211. RCW30.42.020 and 1994 ¢ 92 s 80 are each anended to
read as foll ows:

For the purposes of this chapter, the following terns shall be
defined as foll ows:

(1) "Alien bank" means a bank organi zed under the | aws of a foreign
country and having its principal place of business in that country, the
majority of the beneficial ownership and control of whichis vested in
citizens of countries other than the United States of America.
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(2) "Ofice" means a branch or agency of an alien bank carrying on
business in this state pursuant to this chapter.

(3) "Branch" nmeans an office of an alien bank that is exercising
t he powers authorized by RCW 30.42.105, 30.42.115, and 30.42. 155 (as
recodified by this act).

(4) "Agency" neans an office of an alien bank that is exercising
the powers authorized by RCW30.42. 180 (as recodified by this act).

(5 "Bureau" neans an alien bank's operation in this state
exercising the powers authorized by RCW 30.42.230 (as_recodified by

this act).

Sec. 212. RCW30.42.060 and 1994 c 92 s 82 are each anended to
read as foll ows:

An alien bank shall not hereafter open an office in this state
until it has met the foll ow ng conditions:

(1) It has filed with the director an application in such form and
contai ning such informati on as shall be prescribed by the director.

(2) It has designated the director by a duly executed instrunent in
witing, its agent, upon whom process in any action or proceeding
arising out of a transaction with the Washington office may be served.
Such service shall have the sane force and effect as if the alien bank
were a Washi ngton corporation and had been lawfully served with process
within the state. The director shall forward by nail, postage prepaid,
a copy of every process served upon himor her under the provisions of
thi s subdivision, addressed to the manager or agent of such bank at its
office inthis state.

(3) It has allocated and assigned to its office within this state
paid-in capital of not less than two hundred thousand dollars or such
| arger amounts as the director in his or her discretion may require.

(4) It has filed wth the director a letter from its chief
executive officer guaranteeing that the alien bank's entire capital and
surplus is and shall be available for all liabilities and obligations
of its office doing business in this state.

(5) It has paid the fees required by |law and established by the
director pursuant to RCW ((36-068-095)) 30.04.070 (as recodified by this

act) .

(6) It has received from the director his or her certificate
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authorizing the transaction of Dbusiness in conformty wth this
chapter.

Sec. 213. RCW30.42.070 and 1994 c 92 s 83 are each anended to
read as foll ows:

The capital allocated as required in RCW 30.42.060(3) (as
recodified by this act) shall be maintained within this state at al
times in cash or in director approved interest bearing bonds, notes,
debentures, or other obligations: (1) O the United States or of any
agency or instrunmentality thereof, or guaranteed by the United States;
or (2) of this state, or of a city, county, town, or other nunicipa
corporation, or instrunentality of this state or guaranteed by this
state, or such other assets as the director nmay approve. Such capital
shall be deposited with a bank qualified to do business in and having
its principal place of business within this state, or in a nationa
bank qualified to engage in banking in this state. Such bank shal
issue a witten receipt addressed and delivered to the director
reciting that such deposit is being held for the sole benefit of the
United States domciled creditors of such alien bank's Wshington
office and that the sane is subject to his or her order w thout offset
for the paynent of such creditors. For the purposes of this section,
the term "creditor" shall not include any other offices, branches,
subsidiaries, or affiliates of such alien bank. Subject to the
approval of the director, reasonable arrangenents nay be nade for
substitution of securities. So long as it shall continue business in
this state in conformance with this chapter and shall remain solvent,
such alien bank shall be permtted to collect all interest and/or
income fromthe assets constituting such allocated capital.

Shoul d any securities so depreciate in market value and/or quality
as to reduce the deposit bel owthe anmount required, additional noney or
securities shall be deposited pronptly in anounts sufficient to neet
such requirenents. The director may make an investigation of the
mar ket val ue and of the quality of any security deposited at the tinme
such security is presented for deposit or at any tinme thereafter. The
director may make such charge as may be reasonabl e and proper for such
i nvesti gati on.
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Sec. 214. RCW30.42.090 and 1994 c 92 s 85 are each anended to
read as foll ows:

The director may give or wthhold his or her approval of an
application by an alien bank to establish an office in this state at
his or her discretion. The director's decision shall be based on the
information submtted to his or her office in the application required
by RCW 30.42.060 (as_recodified by this act) and such additional
i nvestigation as the director deens necessary or appropriate. Prior to
granting approval to said application, the director shall have
ascertained to his or her satisfaction that all of the followng are
true:

(1) The proposed | ocation offers a reasonable prom se of adequate
support for the proposed office;

(2) The proposed office is not being formed for other than
| egiti mate objects;

(3) The proposed officers of the proposed office have sufficient
banki ng experience and ability to afford reasonable promse of
successful operation;

(4) The reputation and financial standing of the alien bank is such
as to command the confidence and warrant belief that the business of
the proposed office wll be conducted honestly and efficiently in
accordance with the intent and purpose of this chapter, as set forthin
RCW 30.42. 010 (as recodified by this act);

(5) The principal purpose of establishing such office shall be
within the intent of this chapter

The director shall not grant an application for an office of an
alien bank unless the |aw of the foreign country under which | aws the
alien bank is organized permts a bank with its principal place of
business in this state to establish in that foreign country a branch,
agency or simlar operation.

Sec. 215. RCW30.42.105 and 1994 ¢ 92 s 87 are each anended to
read as foll ows:

An approved branch of an alien bank shall have the sane power to
make | oans and guarantee obligations as a state bank chartered pursuant
to this_ title ((36—REW): PROVI DED, HOWEVER, That the base for
conputing the applicable loan [imtation shall be the entire capita
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and surplus of the alien bank. The director may adopt rules limting
t he amount of loans to full-tinme enpl oyees of the branch.

Sec. 216. RCW30.42.115 and 1994 ¢ 92 s 88 are each anended to
read as foll ows:

(1) Any branch of an alien bank that received approval of its
branch application pursuant to RCW 30.42.090 (as_recodified by this
act), or that had filed its branch application pursuant to RCW
30.42.060 (as recodified by this act), on or before July 27, 1978, and
any approved branch of an alien bank that has desi gnated Washi ngton as
its honme state pursuant to section 5 of the International Banking Act
of 1978, shall have the sane power to solicit and accept deposits as a
state bank chartered pursuant to this title ((360—RE&W), except that
acceptance of initial deposits of Iless than one hundred thousand
dollars shall be limted to deposits of the foll ow ng:

(a) Any business entity, including any corporation, partnership,
associ ation, or trust, that engages in comercial activity for profit:
PROVI DED, That there shall be excluded from this category any such
busi ness entity that is organized under the |laws of any state or the
United States, is mmjority-owned by United States citizens or
residents, and has total assets, including assets of majority owned
subsidiaries, of less than one mllion five hundred thousand dollars as
of the date of the initial deposit;

(b) Any governnental unit, including the United States governnent,
any state government, any foreign governnent and any political
subdi vi si on or agency of the foregoing;

(c) Any international organization which is conposed of two or nore
nati ons;

(d) Any draft, check, or simlar instrunment for the transm ssion of
funds issued by the branch;

(e) Any depositor whois not a citizen of the United States and who
is not a resident of the United States at the tinme of the initia
deposit;

(f) Any depositor who established a deposit account on or before
July 1, 1982, and who has continuously maintained the deposit account
since that date: PROVI DED, That this subparagraph (f) of this
subsection shall be effective only until July 1, 1985;
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(g) Any other person: PROVIDED, That the amount of deposits under
t hi s subparagraph (g) of this subsection may not exceed four percent of
the average of the branch's deposits for the last thirty days of the
nost recent cal endar quarter, excluding deposits in the branch of ot her
of fi ces, branches, agencies, or wholly owned subsidiaries of the alien
bank.

(2) As used in subsection (1) of this section, "initial deposit"”
means the first deposit transaction between a depositor and the branch.
Different deposit accounts that are held by a depositor in the sane
right and capacity nmay be added together for purposes of determ ning
t he dollar anmbunt of that depositor's initial deposit.

(3) Approved branches of alien banks, other than those described in
subsection (1) of this section, may solicit and accept deposits only
from foreign governnments and their agencies and instrunentalities,
persons, or entities conducting business principally at their offices
or establishnents abroad, and such ot her deposits that:

(a) Are to be transmtted abroad;

(b) Consist of collateral or funds to be used for paynent of
obligations to the branch;

(c) Consist of the proceeds of collections abroad that are to be
used to pay for exported or inported goods or for other costs of
exporting or inporting or that are to be periodically transferred to
the depositor's account at another financial institution;

(d) Consist of the proceeds of extensions of credit by the branch;
or

(e) Represent conpensation to the branch for extensions of credit
or services to the custoner.

(4) A branch may accept deposits, subject to the limtations set
forth in subsections (1) and (3) of this section, only upon the sane
terms and conditions (including nature and extent of such deposits,
wi t hdrawal , and the paynent of interest thereon) that banks organized
under the laws of this state which are nmenbers of the Federal Reserve
System nmay accept such deposits. Any branch that is not subject to
reserve requirenents under regulations of the Federal Reserve Board
shall maintain deposit reserves in this state, pursuant to rules
adopted by the director, to the sane extent they nust be maintai ned by
banks organi zed under the |aws of this state which are nenbers of the
Federal Reserve System

SB 6135. SL p. 98



© 00 N O Ol WDN P

W W WWWWWNDNRNNNNMNNMNNNNMNNNNRRRRERRRRERRPR
OO O A W NP O OO0 ~NOO UG A WOWONP O OOLONOO OGP~ WDNPRELO

Sec. 217. RCW30.42.120 and 1994 ¢ 92 s 89 are each anended to
read as foll ows:

A branch shall not commence to transact in this state the business
of accepting deposits or transact such business thereafter unless it
has net the foll ow ng requirenents:

(1) It has obtained federal deposit insurance corporation insurance
covering its eligible deposit liabilities wwthinthis state, or in lieu
t hereof , made arrangenents satisfactory to the director for maintenance
within this state of additional capital equal to not |less than five
percent of its deposit liabilities, conputed on the basis of the
average daily net deposit balances covering semnonthly periods as
prescri bed by the director. Such additional capital shall be deposited
in the manner provided in RCW30.42.070 (as recodified by this act).

(2) It holds in this state currency, bonds, notes, debentures,
drafts, bills of exchange, or other evidences of indebtedness or other
obligations payable in the United States or in United States funds or,
with the approval of the director, in funds freely convertible into
United States funds or such other assets as are approved by the
director, in an anount not less than one hundred percent of the
aggregate anount of liabilities of such alien bank payable at or
through its office in this state. \Wen calculating the value of the
assets so held, credit shall be given for the anounts deposited
pursuant to RCW 30.42.060(3) and 30.42.120(1) (as recodified by this
act), but there shall be excluded all anmounts due fromthe head office
and any other branch, agency, or other office or wholly-owned
subsi di ary of the bank, except those anmpunts due from such offices or
subsidiaries located within the United States and payable in United
States doll ars.

(3) If deposits are not insured by the federal deposit insurance
corporation, then that fact shall be disclosed to all depositors
pursuant to rules of the director.

(4) If the branch conducts an international banking facility, the
deposits of which are exenmpt fromreserve requirenments of the federa
reserve banking system the liabilities of that facility shall be
excluded fromthe deposit and other liabilities of the branch for the
pur poses of subsection (1) of this section.
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Sec. 218. RCW30.42.130 and 1994 ¢ 92 s 90 are each anended to
read as foll ows:

The director may take possession of the office of an alien bank for
the reasons stated and in the manner provided in chapter 30.44 RCW(as
recodified by this act). Upon the director taking such possession of
a branch, no deposit liabilities of which are insured by the federa
deposit insurance corporation, the amounts deposited pursuant to RCW
30.42.120(1) (as_recodified by this act) shall thereupon becone the
property of the director, free and clear of any and all |iens and ot her
clains, and shall be held by the director in trust for the United
States domi cil ed depositors of the office in this state of such alien
bank. Upon obtai ning the approval of the superior court of Thurston
county, the director shall reduce such deposited capital to cash and as
soon as practicable distribute it to such depositors.

If sufficient cash is available, such distribution shall be in
equal anmpbunts to each such depositor: PROVIDED, That no such depositor
receives nore than the anount of his or her deposit or an anpunt equa
to the maximum anount insured by the federal deposit insurance
corporation, whichever is less. |If sufficient cash is not avail able,
such distribution shall be on a pro rata basis to each such depositor
PROVI DED, That no such depositor receives nore than the maxi num anount

insured by the federal deposit insurance corporation. If any cash
remains after such distribution, it shall be distributed pro rata to
t hose depositors whose deposits have not been paidin full: PROVIDED

That no depositor receives nore than the amobunt of his deposit. For
pur poses of this section, the term "depositor"” shall not include any
other offices, subsidiaries or affiliates of such alien bank.

The term "deposit" as used in this section shall nmean the unpaid
bal ance of noney or its equivalent received or held by the branch in
the usual course of its business and for which it has given or is
obligated to give credit, either conditionally or unconditionally to a
demand, tinme or savings account, or which is evidenced by its
certificate of deposit, or a check or draft drawn against a deposit
account and certified by the branch, or a letter of credit or
travel er's checks on which the branch is primarily |iable.

G ainms of depositors and creditors shall be made and di sposed of in
t he manner provided in chapter 30.44 RCW(as recodified by this act) in
the event of insolvency or inability of the bank to pay its creditors
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in this state. The capital deposit of the bank shall be avail able for
claims of depositors and creditors. The clainms of depositors and
creditors shall be paid fromthe capital deposit in the follow ng order
or priority:

(1) dains of depositors not paid from the anobunts deposited
pursuant to RCW30.42.120(1) (as recodified by this act);

(2) Cdainms of Washington dom cil ed creditors;

(3) Oher creditors domciled inthe United States; and

(4) Creditors domciled in foreign countries.

The director shall proceed in accordance with and have all the
powers granted by chapter 30.44 RCW(as recodified by this act).

Sec. 219. RCW 30.42.155 and 1982 ¢ 95 s 5 are each anended to read
as follows:

(1) In addition to the taking of deposits and making of |oans as
provided in this chapter, a branch of an alien bank shall have the
power only to carry out these other activities:

(a) Borrow funds from banks and other financial institutions;

(b) Make investnents to the sane extent as a state bank chartered
pursuant to this title ((36R&¥W);

(c) Buy and sell foreign exchange;

(d) Receive checks, bills, drafts, acceptances, notes, bonds,
coupons, and other securities for collection abroad and coll ect such
instrunments in the United States for customers abroad,

(e) Hold securities in safekeeping for, or buy and sell securities
upon the order and for the risk of, custoners abroad;

(f) Act as paying agent for securities issued by foreign
governnents or other organizations organi zed under foreign | aw and not
qualified under the laws of the United States, or of any state or the
District of Colunbia, to do business in the United States;

(g) In order to prevent loss on debts previously contracted a
branch may acquire shares in a corporation: PROVIDED, That the shares
are di sposed of as soon as practical but in no event |ater than two
years fromthe date of acquisition;

(h) Issue letters of credit and create acceptances;

(1) Act as paying agent or trustee in connection wth revenue bonds
i ssued pursuant to chapter 39.84 RCW in which the user is: (i) A
corporation organi zed under the | aws of a country other than the United
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States, or a subsidiary or affiliate owned or controlled by such a
corporation; or (ii) a corporation, partnership, or other business
organi zation, the mpjority of the beneficial ownership of which is
owned by persons who are citizens of a country other than the United
States and who are not residents of the United States, and any
subsidiary or affiliate owned or controlled by such an organi zati on; or
in which the bank purchases twenty-five percent or nore of the bond
i ssue. For the purposes of chapter 39.84 RCW such an alien bank shal
be deened to possess trust powers.

(2) In addition to the powers and activities expressly authorized
by this section, a branch shall have the power to carry on such
addi ti onal activities which are necessarily incidental to the
activities expressly authorized by this section.

Sec. 220. RCW 30.42.280 and 1973 1st ex.s. ¢ 53 s 28 are each
anmended to read as foll ows:

The directors or other governing body of an alien bank and the
of ficers and enpl oyees of its office in this state shall be subject to
all of the duties, responsibilities and restrictions to which the
directors, officers and enpl oyees of a bank organi zed under the | aws of
this state are subject insofar as such duties, responsibilities and
restrictions are not inconsistent wwth the intent of this chapter. An
officer or enployee of the office of an alien bank doing business in
this state pursuant to this chapter nmay be renpbved for the reasons
stated and in the manner provided in RCW 30.12.040( (;-—as—hew—er
hereafter—arended)) (as recodified by this act)

Sec. 221. RCW30.42.310 and 1994 c 92 s 101 are each anended to
read as foll ows:

An alien bank licensed to maintain an office or bureau in this
state pursuant to this chapter may apply to the director for |leave to
change the location of its office or bureau. Such applications shal
be acconpanied by an investigation fee as established in accordance
with RCW30.42.330 (as recodified by this act). Leave for a change of
| ocation shall be granted if the director finds that the proposed new
| ocation offers reasonabl e prom se of adequate support for the office.
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Sec. 222. RCW 30.42.340 and 1973 1st ex.s. ¢ 53 s 34 are each
anmended to read as foll ows:

(1) Any branch of an alien bank that is conducting business in this
state on July 16, 1973 pursuant to RCW30.04. 300 (as recodified by this
act) shall not be subject to the provisions of this chapter, and shal
continue to conduct its business pursuant to RCW 30.04.300 (as
recodified by this act).

(2) Except as provided in subsection (1) of this section, any alien
bank that is conducting business in this state on July 16, 1973 shall
be subject to the provisions of this chapter: PROVIDED, That any such
al i en bank which has operated an agency or simlar operation in this
state for at least the five years immedi ately precedi ng such effective
date shall not be denied a certificate to operate an agency.

Sec. 223. RCW 30. 44. 010 and 2010 ¢ 88 s 30 are each anended to
read as foll ows:
(1) Under the circunstances set forth in subsection (2) of this

section, the director may give to a bank ((er—trust—eoenpany)) a notice
to correct an unsafe condition of the bank ((ertrust—eonpany)); and if

such bank ((er—trust—coenpany)) fails to conply with the terns of such
notice wwthin thirty days fromthe date of its issuance or within such
further time as the director may allow, then the director may take
possession of such bank ((er—trust—eonpany)) as in the case of
i nsol vency.

(2) The director is authorized to give notice and take possession
of a bank ((er—trust—econpany)), as described in subsection (1) of this
section, under the foll ow ng circunstances:

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

(b) It has wllfully violated a supervisory directive, cease and
desi st order, or other authorized directive or order of the director;

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

(d) I't is likely to be unable to pay its obligations or neet its
depositors' demands in the normal course of business;

(e) It ceases to have deposit insurance acceptable to the director;
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(f) It fails to submt a capital restoration plan acceptable to the
departnent within a tinme previously called for or materially fails to
i npl enent a capital restoration plan that was previously submtted and
accepted by the departnent; or

(9) It is critically undercapitalized or ot herwi se has
substantially insufficient capital.

Sec. 224. RCW30.44.020 and 2010 c¢ 88 s 31 are each anended to
read as foll ows:

(1) Whenever it shall in any manner appear to the director that any
of fense or delinquency referred to in RCW 30.44.010 (as recodified by
this act) has resulted in a bank ((er—t+rust—conpany)) being critically
undercapitalized with no reasonably foreseeabl e prospect of recovery,
or that it has suspended paynent of its obligations or is insolvent,
the director may notify such bank ((er—trust—eoempany)) to levy an
assessnment on its stock or otherwi se to make good such inpairnment or
of fense or other delinquency within such tinme and in such manner as the
director may specify, or if the director deens necessary, the director
may take possession thereof w thout notice.

(2) The board of directors of any such bank ((er—trust—eoenpany)),
with the consent of the holders of record of two-thirds of the capita
stock expressed either in witing or by vote at a stockhol ders' neeting
called for that purpose, shall have power and authority to |evy such
assessnent upon the stockholders pro rata and to forfeit the stock upon
whi ch any such assessnment is not paid, in the manner prescribed in RCW
30.12.180 (as recodified by this act).

Sec. 225. RCW30.44.030 and 2010 c¢ 88 s 32 are each anended to
read as foll ows:

Wthin ten days after the director takes possession thereof, a bank
((er—trust—econpany)) my serve a notice upon the director to appear
before the superior court of the county wherein such corporation is
| ocated and at atinme to be fixed by the court, which shall not be | ess
than five nor nore than fifteen days from the date of the service of
such notice, to show cause why the director's action taking possession
of the bank ((er—trust—eenpany)) should not be affirned. Upon the
return day of such notice, or such further day as the matter may be
continued to, the court shall summarily hear said cause and shal
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dismss the sane, if it be found that possession was taken by the
director in good faith and for cause, but if it find that no cause

exi sted for the taking possession of such bank ((er—trust—eoenpany)), it

shall require the director to restore such bank ((er—t+rust—eenpany)) to
possession of its assets and enjoin the director from further

interference therewith wi thout cause.

Sec. 226. RCW 30.44.040 and 1994 c 92 s 110 are each anended to
read as foll ows:

Upon taking possession of any bank ((er—trust—eenpany)), the
director shall forthwith give witten notice thereof to all persons
havi ng possessi on of any assets of such corporation. No person know ng
of the taking of such possession by the director shall have a lien or
charge for any paynent thereafter advanced or cl earance thereafter made
or liability thereafter incurred against any of the assets of such
cor poration.

Sec. 227. RCW 30.44.050 and 1994 c 92 s 111 are each anended to
read as foll ows:

Upon taking possession of any bank ((er—trust—eenpany)), the
director shall proceed to collect the assets thereof and to preserve,
adm ni ster and |liquidate the business and assets of such corporation.
Wth the approval of the superior court of the county in which such
corporation is |ocated, he or she may sell, conpound or conprom se bad
or doubtful debts, and upon such ternms as the court shall direct
borrow, nortgage, pledge or sell all or any part of the real estate and
personal property of such corporation. He or she shall deliver to each
purchaser or | ender an appropriate deed, nortgage, agreenent of pledge
or other instrunent of title or security. |If real estate is situated
outside of said county, a certified copy of the orders authorizing and
confirmng the sale or nortgage thereof shall be filed for record in
the office of the auditor of the county in which such property is
situated. He or she may appoi nt special assistants and ot her necessary
agents to assist in the admnistration and liquidation of such
corporation, a certificate of such appointnent to be filed with the
clerk of the county in which such corporation is |ocated. He or she
shall require each special assistant to give a surety conpany bond,
conditioned as he or she shall provide, the prem um of which shall be
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paid out of the assets of such corporation. He or she may al so enpl oy
an attorney for |egal assistance in such admnistration and
[ i quidation.

Sec. 228. RCW30.44.100 and 2010 c¢ 88 s 33 are each anmended to
read as foll ows:

No receiver shall be appointed by any court for any bank ((er—t+ust
eoefpany)), nor shall any assignnent of any bank ((er—trust—corpany))
for the benefit of creditors be valid, excepting only that a court
ot herwi se having jurisdiction may in case of inmm nent necessity appoint
a tenporary receiver to take possession of and preserve the assets of
such corporation. |Inmmediately upon any such appointnment, the clerk of
such court shall notify the director in witing of such appoi ntnent and
the director shall forthwith take possession of such bank ((er—trust
cofpany)), as in case of insolvency, and the tenporary receiver shal
upon demand of the director surrender up to himor her such possession
and all assets which shall have cone into the possession of such
receiver. The director shall in due course pay such receiver out of
the assets of such corporation such anount as the court shall all ow.

Sec. 229. RCW30.44.110 and 2010 c¢ 88 s 34 are each anended to
read as foll ows:

(1) Every transfer of its property or assets by any bank ((er—trust
corpany)), made (a) in contenplation of insolvency or after it shal
have beconme insolvent, (b) wthin ninety days before the date the
di rector takes possession of such bank ((er—trust—eoenpany)) under RCW
30.44. 010, 30.44.020, 30.44.100 or 30.44.160 (as_recodified by this
act), or the federal deposit insurance corporation is appointed as
receiver or |iquidator of such bank under RCW 30.44.270 (as recodified
by this act), and (c¢c) with a view to the preference of one creditor
over another or to prevent the equal distribution of its property and
assets anong its creditors, shall be void.

(2) Every director, officer, or enployee of a bank ((er—trust
cofpany)) making any such transfer of assets is guilty of a class B
fel ony puni shabl e according to chapter 9A 20 RCW

Sec. 230. RCW 30. 44. 120 and 2003 ¢ 53 s 191 are each anended to
read as foll ows:
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An officer, director, or enployee of any bank ((er—t+rust—econpany))
who shall fraudulently receive for it any deposit, know ng that such

bank or trust conpany is insolvent, is quilty of a class B felony
puni shabl e according to chapter 9A 20 RCW

Sec. 231. RCW30.44.150 and 1994 c 92 s 119 are each anended to
read as foll ows:

Any di vidends to depositors or other creditors of such bank ((er
trust—eoenpany)) remaining uncalled for and unpaid in the hands of the
director for six nonths after order of final distribution, shall be
deposited in a bank ((er—t+rust—eoenpany)) to his or her credit, in trust
for the benefit of the persons entitled thereto and subject to the
supervision of the court shall be paid by him or her to them upon
recei pt of satisfactory evidence of their right thereto.

Al'l noneys so deposited renaining unclainmed for five years after
deposit shall escheat to the state for the benefit of the permanent
school fund and shall be paid by the director into the state treasury.
It shall not be necessary to have the escheat adjudged in a suit or
action.

Sec. 232. RCW30.44.160 and 2010 c¢ 88 s 35 are each anended to
read as foll ows:

(1) Subject to the consent of the director, a bank ((er—trust
cofpany)) may voluntarily stipulate and consent to an order taking
possessi on and thereby place itself under the control of the director
to be liquidated and be made subject to receivership as provided in
this chapter.

(2) Upon issuance of such order taking possession, the bank ((er
trust—econfpany)) shall post a notice on its door as follows: "This bank
(((t+rust—eoerpany))) is in the possession of the Director of the
Washi ngton State Departnent of Financial Institutions.”

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

Sec. 233. RCW 30.44.170 and 1994 c¢c 92 s 121 are each anended to
read as foll ows:
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Any bank ((er—trust—eofpany)) may, upon receipt of witten
perm ssion fromthe director, go into voluntary |iquidation by a vote
of its stockholders owning two-thirds of its capital stock. Wen such
liquidation is authorized, the directors of such corporation shall
publish in a newspaper published in the place where such corporationis
| ocated, once a week for four consecutive weeks, a notice requiring
creditors of such corporation to present their clains against it for
payment .

Sec. 234. RCW30.44.180 and 1994 c 92 s 122 are each anended to
read as foll ows:

Whenever any bank ((er—trust—eenpany)) shall voluntarily |iquidate,
any dividends to depositors or other creditors of such bank ((er—t+rust
corpany)) remaining uncalled for and unpaid at the conclusion of the
[ iquidation shall be transmtted to the director and shall be deposited
by himor her in a bank or trust conpany to his or her credit in trust
for the benefit of the persons entitled thereto, and shall be paid by
hi mor her to them upon recei pt of satisfactory evidence of their right
t hereto.

Al'l nmoneys so deposited remaining unclainmed for five years after
deposit shall escheat to the state for the benefit of the permanent
school fund and shall be paid by the director into the state treasury.
It shall not be necessary to have the escheat adjudged in a suit or
action.

Sec. 235. RCW30.44.190 and 1994 c 92 s 123 are each anended to
read as foll ows:

Wenever any bank ((er—trust—eompany)) shall be 1iquidated,
voluntarily or involuntarily, and shall retainin its possession at the
conclusion of the liquidation, uncalled for and unclained persona
property left with it for safekeeping, such property shall, in the
presence of at |east one witness, be inventoried by the liquidating
agent and seal ed i n separate packages, each package plainly marked with
the nanme and |ast known address of the person in whose nane the
property stands on the books of the bank ((er—trust—eenpany)). |If the
property is in safe deposit boxes, such boxes shall be opened by the
liquidating agent in the presence of at |east one wtness, and the
property inventoried, sealed in packages and nmarked as above required.
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Al the packages shall be transmtted to the director, together with
certificates signed by the |iquidating agent and wi tness or w tnesses,
listing separately the property standing in the nane of any one person
on the books of the bank ((er—trust—eonpany)), together with the date
of inventory, and name and | ast known address of the person in whose
name the property stands.

Sec. 236. RCW 30.44.200 and 1994 c 92 s 124 are each anended to
read as foll ows:

Upon recei vi ng possessi on of the packages, the director shall cause
themto be opened in the presence of at | east one witness, the property
reinventoried, and the packages resealed, and held for safekeeping.
The |iquidated bank, its directors, officers, and sharehol ders, and the
liquidating agent shall thereupon be relieved of responsibility and
litability for the property so delivered to and received by the
director. The director shall send imediately to each person in whose
name the property stood on the books of the |iquidated bank ((er—trust
corpany)), at his or her last known address, in a securely closed
postpaid and registered letter, a notice that the property listed wll
be held in his or her name for a period of not less than two years. At
any tinme after the mailing of such notice, and before the expiration of
two years, such person may require the delivery of the property so
hel d, by properly identifying hinself or herself and offering evidence
of his or her right thereto, to the satisfaction of the director.

Sec. 237. RCW30.44.210 and 1994 c 92 s 125 are each anended to
read as foll ows:

After the expiration of tw years from the tinme of mailing the
notice, the director shall mil in a securely closed postpaid
registered letter, addressed to the person at his or her last known
address, a final notice stating that two years have el apsed since the
sendi ng of the notice referred to in RCW 30.44.200 (as recodified by
this act), and that the director will sell all the property or articles
of value set out in the notice, at a specified tinme and place, not |ess
than thirty days after the tinme of mailing the final notice. Unless
t he person shall, on or before the day nentioned, claimthe property,
identify hinmself or herself and offer evidence of his or her right
thereto, to the satisfaction of the director, the director may sell al
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the property or articles of value listed in the notice, at public
auction, at the tine and place stated in the final notice: PROVI DED
That a notice of the time and place of sale has been published once
within ten days prior to the sale in a newspaper of general circulation
in the county where the sale is held. Any such property held by the
director, the owner of which is not known, my be sold at public
auction after it has been held by the director for two years, provided,
that a notice of the time and place of sale has been published once
within ten days prior to the sale in a newspaper of general circulation
in the county where the sale is held.

Sec. 238. RCW30.44.220 and 1994 c 92 s 126 are each anmended to
read as foll ows:

The proceeds of such sale shall be deposited by the director in a
bank ((er—trust—eoefpany)) to his or her credit, in trust for the
benefit of the person entitled thereto, and shall be paid by himor her
to such person upon receipt of satisfactory evidence of his or her
right thereto.

Al'l noneys so deposited renmaining unclainmed for five years after
deposit shall escheat to the state for the benefit of the permanent
school fund and shall be paid by the director into the state treasury.
It shall not be necessary to have the escheat adjudged in a suit or
action.

Sec. 239. RCW30.44.230 and 1994 c 92 s 127 are each anended to
read as foll ows:

Whenever the personal property held by a |iquidated bank ((er—t+ust
cofpany)) shall consist either wholly or in part, of docunents,
letters, or other papers of a private nature, such docunments, letters,
or papers shall not be sold, but shall be retained by the director for
a period of five years, and, unl ess sooner clained by the owner, may be
thereafter destroyed in the presence of the director and at |east one
ot her w tness.

Sec. 240. RCW 30.44.240 and 1994 c 92 s 128 are each anended to
read as foll ows:

A bank ((er—trust—eorpany)) my for the purpose of voluntary
liquidation transfer its assets and liabilities to another bank ((e+
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trust—eonpany)), by a vote, or with the witten consent of the
stockhol ders of record owning two-thirds of its capital stock, but only
with the witten consent of the director and upon such terns and
conditions as he or she may prescribe. Upon any such transfer being
made, or upon the liquidation of any such corporation for any cause
what ever or upon its being no | onger engaged in the business of a bank
((eF—trust—conpany)), the director shall termnate its certificate of
authority, which shall not thereafter be revived or renewed. Wen the
certificate of authority of any such corporation shall have been
revoked, it shall forthwith collect and distribute its remaining
assets, and when that is done the director shall certify the fact to
the secretary of state, whereupon the corporation shall cease to exi st
and the secretary of state shall note that fact upon his or her
records.

Sec. 241. RCW 30.44.250 and 1994 c 92 s 129 are each anended to
read as foll ows:

Whenever the director has taken possession of a bank ((er—trust
cofpany)) for any cause, he or she may wind up such corporation and
cancel its certificate of authority, unless enjoined fromso doing, as
herein provided. O if at any time wthin ninety days after taking
possession, he or she shall determine that all inpairnment and
del i nquenci es have been made good, and that it is safe and expedi ent
for such corporation to reopen, he or she may permt such corporation
to reopen upon such terns and conditions as he or she shall prescribe.
Bef ore being permtted to reopen, every such corporation shall pay al
of the expenses of the director, as herein el sewhere defi ned.

Sec. 242. RCW30.44.270 and 2010 c 88 s 36 are each anended to
read as foll ows:

(1) The federal deposit insurance corporation is hereby authorized
and enpowered to be and act w thout bond as receiver or |iquidator of
any bank ((er—t+ust—eonpany)) the deposits in which are to any extent
i nsured by that corporation and of which the director shall have taken
possession pursuant to RCW 30.44.010, 30.44.020, or 30.44.160 (as
recodified by this act).

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

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

Sec. 243. RCW 30.44.280 and 1994 c 92 s 132 are each anended to
read as foll ows:

The pendency of any proceedings for judicial review of the
director's actions in taking possession and control of a bank ((e+
trust—cofpany)) and its assets for the purpose of |iquidation shall not
operate to defer, delay, inpede, or prevent the paynent or acquisition
by the federal deposit insurance corporation of the deposit liabilities
of the bank ((er—trust—coenpany)) which are insured by the corporation.
During the pendency of any proceedings for judicial review, the
director shall nmke available to the federal deposit insurance
corporation such facilities in or of the bank ((er—t+rust—eoenpany)) and
such books, records, and other relevant data of the bank ((er—trust
cofpany)) as nmay be necessary or appropriate to enable the corporation
to pay out or to acquire the insured deposit liabilities of the bank
((e—t+rust—econpany)). The federal deposit insurance corporation and
its directors, officers, agents, and enployees, and the director and
his or her agents and enployees shall be free fromliability to the

bank ((er—t+rust—eoenpany)), its directors, stockholders, and creditors
for or on account of any action taken in connection herewth.

Sec. 244. RCW30.46.010 and 2010 c¢ 88 s 37 are each anended to
read as foll ows:

The definitions in this section apply throughout this chapter
unl ess the context clearly requires otherw se.

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

(a) If a bank ((er—t+rust—eonpany)) is less than well capitalized;
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(b) If a bank ((er—trust—eonpany)) violates the applicable
provisions of ((H+He—36—RAA) this_title or any other law or
regul ati on applicable to banks or trust conpani es;

(c) If a bank ((er—t+rust—eoerpany)) conducts a fraudulent or
questi onabl e practice in the conduct of its business that endangers a
bank's ((er—trust—eoenpany—s)) reputation or threatens its sol vency;

(d) If a bank ((eF—t+rust—eenpany)) conducts its business in an
unsafe or unaut hori zed manner;

(e) If a bank ((er—trust—conpany)) violates any conditions of its
charter or any agreenent entered with the director; or

(f) If a bank ((er—trust—eonpany)) fails to carry out any
aut hori zed order or direction of the exam ner or the director.

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

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

(b) If a bank ((eF—t+rust—eenpany)) has neglected or refused to
observe an order of the director to nmeke good, wthin the tine
prescribed, any inpairnent of its capital.

(3) "Consent" includes and neans a witten agreenent by the bank

((er—trust—conpany)) to either supervisory direction or conservatorship
under this chapter

Sec. 245. RCW30.46.020 and 2013 ¢ 76 s 14 are each anended to
read as foll ows:

(1) If upon examnation or at any other tinme it appears to the
director that any bank ((er—trust—eoenmpany)) is in an unsafe condition
and its condition is such as to render the continuance of its business
hazardous to the public or to its depositors and creditors, or if such
bank ((er—trust—conpany)) appears to have exceeded its powers or has
failed to conply with the law, or if such bank ((er—trust—conpany))
gives its consent, then the director shall upon his or her
determ nation (a) notify the bank ((er—t+rust—eenpany)) of his or her
determ nation, and (b) furnish to the bank ((er—trust—eoenpany)) a
witten list of the director requirenents to abate his or her
determ nation, and (c) if the director nakes further determnation to
directly supervise, notify the bank ((er—trust—econpany)) that it is
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under the supervisory direction of the director and that the director
is invoking the provisions of this chapter. If placed wunder
supervisory direction the bank ((er—trust—ecoerpany)) shall conply with
the lawful requirenments of the director within such tine as provided in
the notice of the director, subject however, to the provisions of this
chapter. |If the bank ((er—trust—coenpany)) fails to conply within such
time the director may appoi nt a conservator as hereafter provided.

(2) A person appointed as conservator by the director pursuant to
this chapter is immune from crimnal, civil, and admnistrative
liability for any act done in good faith in the performance of the
duties of conservator

Sec. 246. RCW 30.46.030 and 2013 ¢ 76 s 15 are each anmended to
read as foll ows:

During the period of supervisory direction the director nay appoi nt
a representative to supervise such bank ((er—trust—eenpany)) and may
provide that the bank ((eF—trust—eenpany)) may not do any of the
foll ow ng during the period of supervisory direction, wthout the prior
approval of the director or the appointed representative:

(1) Di spose of, convey, or encunber any of the assets, excluding
trust assets under managenent;

(2) Wthdraw any of its bank accounts;

(3) Lend any of its funds;

(4) Invest any of its funds;

(5) Transfer any of its property; or

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

Sec. 247. RCW30.46.040 and 2013 ¢ 76 s 16 are each anended to
read as foll ows:

After the period of supervisory direction specified by the director
for conpliance, if he or she determnes that such bank ((er—t+ust
conpany)) has failed to conply with the lawful requirenments inposed,
upon due notice and hearing or by consent of the bank, the director may
appoi nt a conservator, who shall inmmediately take charge of such bank
((eF—t+rust—eonpany)) and all of its property, books, records, and
effects. The conservator shall conduct the business of the bank ((e+
trust—eoenpany)) and take such steps toward the renoval of the causes
and condi ti ons which have necessitated such order, as the director nay
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direct. During the pendency of the conservatorship the conservator
shall make such reports to the director fromtine to tinme as may be
required by the director, and shall be enpowered to take all necessary
neasures to preserve, protect, and recover any assets or property of
such bank ((er—t+rust—eenpany)), including clains or causes of actions
bel onging to or which may be asserted by such bank, and to deal wth
the sane in his or her own nane as conservator, and shall be enpowered
to file, prosecute, and defend any suit and suits which have been filed
or which may thereafter be filed by or against such bank ((er—trust
corpany)) which are deened by the conservator to be necessary to
protect all of the interested parties for a property affected thereby.
The director, or any newy appointed assistant, my be appointed to
serve as conservator. |If the director, however, is satisfied that such
bank ((er—trust—eoenpany)) is not in condition to continue business in
the interest of its custoners under the conservator as above provided,
the director may proceed with appropriate renedi es provided by other
provisions of this title.

Sec. 248. RCW30.46.050 and 2013 ¢ 76 s 17 are each anmended to
read as foll ows:

Al'l costs incident to supervisory direction and the conservatorship
shall be fixed and determ ned by the director and shall be a charge
agai nst the assets of the bank ((er—t+rust—coenpany)), excluding trust
assets under managenent, to be allowed and paid as the director may
det erm ne

Sec. 249. RCW30.46.060 and 2013 ¢ 76 s 18 are each anmended to
read as foll ows:

During the period of the supervisory direction and during the
period of conservatorship, the bank ((er—trust—conpany)) nmay request
the director to review an action taken or proposed to be taken by the
representative or conservator; specifying wherein the action conpl ai ned
of is believed not to be in the best interest of the bank ((er—t+rust
eofpany)), and such request shall stay the action specified pending
review of such action by the director. Any order entered by the
director appointing a representative and providing that the bank ((e+
trust—eoenpany)) shall not do certain acts as provided in RCW 30. 46. 030
and 30.46.040 (as recodified by this act), any order entered by the
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director appointing a conservator, and any order by the director
follow ng the review of an action of the representative or conservator
as herein above provided shall be subject to reviewin accordance with
the adm ni strative procedure act of the state of WAshi ngton.

Sec. 250. RCW30.46.070 and 2013 ¢ 76 s 19 are each anended to
read as foll ows:

Any suit filed against a bank or its conservator ((er—a—trust
conpany—er—its—econservatoer)), after the entrance of an order by the
director placing such bank ((er—trust—eenpany)) in conservatorship and
whil e such order is in effect, shall be brought in the superior court
of Thurston county and not el sewhere. The conservator appointed
hereunder for such bank ((er—trust—eonpany)) my file suit in any
superior court or other court of conpetent jurisdiction against any
person for the purpose of preserving, protecting, or recovering any

asset or property of such bank ((er—t+ust—eoenpany)) including clainms or
causes of action belonging to or which may be asserted by such bank.

Sec. 251. RCW30.46.080 and 2013 ¢ 76 s 20 are each anended to
read as foll ows:

The conservator shall serve for such time as is necessary to
acconplish the purposes of the conservatorship as intended by this
chapter. |If rehabilitated, the rehabilitated bank ((er—trust—econrpany))
shall be returned to nmanagenment or new nmanagenents under such
conditions as are reasonabl e and necessary to prevent recurrence of the
condi tion which occasi oned the conservatorship.

Sec. 252. RCW30.46.090 and 2013 ¢ 76 s 21 are each anended to
read as foll ows:

If the director determ nes to act under authority of this chapter,
t he sequence of his or her acts and proceedings shall be as set forth
in this chapter. However, it is the purpose and substance of this
chapter to authorize admnistrative discretion—+o allow the director
adm nistrative discretion in the event of unsound banking ((er—trust
cofpany)) operations—and in furtherance of that purpose the director is
hereby authorized to proceed with regulation either under this chapter
or under any other applicable provisions of |aw or under this chapter
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in connection with other law, either as such lawis now existing or is
herei nafter enacted, and it is so provided.

Sec. 253. RCW 30.49.020 and 1955 ¢ 33 s 30.49.020 are each anended
to read as foll ows:

This section is applicable where there is to be a resulting
nati onal bank.

Nothing in the law of this state shall restrict the right of a
state bank to nmerge with or convert into a resulting national bank
The action to be taken by such nerging or converting state bank and its
rights and liabilities and those of its sharehol ders shall be the sane
as those prescribed at the tine of the action for national banks
merging wiwth or converting into a resulting state bank by the | aw of
the United States, and not by the lawof this state, except that a vote
of the holders of two-thirds of each class of voting stock of a state
bank shall be required for the nerger or conversion, and that on
conversion by a state into a national bank the rights of dissenting
st ockhol ders shall be those specified in RCW 30.49.090 (as recodified
by this act).

Upon the conpletion of the nerger or conversion, the franchise of
any nerging or converting state bank shall automatically term nate.

Sec. 254. RCW 30.49.070 and 1994 c 92 s 145 are each anended to
read as foll ows:

Except as provided in RCW30.49.100 (as recodified by this act), a
national bank l|ocated in this state which follows the procedure
prescribed by the laws of the United States to convert into a state
bank shall be granted a state charter by the director if he or she
finds that the bank neets the standards as to |ocation of offices,
capital structures, and business experience and character of officers
and directors for the incorporation of a state bank.

The national bank may apply for such charter by filing with the
director a certificate signed by its president and cashier and by a
majority of the entire board of directors, setting forth the corporate
action taken in conpliance with the provisions of the laws of the
United States governing the conversion of a national to a state bank
and the articles of incorporation, approved by the stockholders, for
t he governnent of the bank as a state bank.
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Sec. 255. RCW 30.49.125 and 1996 ¢c 2 s 9 are each anended to read
as follows:

(1) This section is applicable where the resulting bank woul d have
branches inside and outside the state of WAshi ngton.

(2) As used in this section, unless a different neaning is required
by the context, the followng words and phrases have the follow ng

meani ngs:
(a) "Conbination" nmeans a nerger or consolidation, or purchase or
sale of all or substantially all of the assets, including all or

substantially all of the branches.

(b) "Qut-of-state bank" neans a bank, as defined in 12 U S.C. Sec.
1813(a), which is chartered under the | aws of any state other than this
state, or a national bank, the main office of which is |located in any
state other than this state.

(c) "State" neans any state of the United States, the District of
Colunbia, any territory of the United States, Puerto Rico, Guam
American Sanpa, the Trust Territory of the Pacific Islands, the Virgin
| sl ands, and the Northern Mariana | sl ands.

(3) A bank chartered under this title my engage in a conbi nation
or purchase and assunption of one or nore branches of an out-of-state
bank with an out-of-state bank with the prior approval of the director
if the conbination or purchase and assunption would result in a bank
chartered under this title. Upon notice to the director a bank
chartered under this title and an out-of-state bank nmay engage in a
conbination if the conbination would result in an out-of-state bank
However, that conbination shall conply with applicable Washi ngton | aw
as determned by the director, including but not limted to applicable
state nerger |laws, and the conditions and requirenents of this section.

(4) Applications for the director's approval under subsection (3)
of this section shall be on a form prescribed by the director and
condi tioned upon paynent of ((t+he)) a fee prescribed pursuant to RCW
((36-068-095)) 30.04.070 (as recodified by this act). |If the director
finds that (a) the proposed conbination will not be detrinental to the
safety and soundness of the applicant or the resulting bank, (b) any
new officers and directors of the resulting bank are qualified by
character, experience, and financial responsibility to direct and
manage the resulting bank, and (c) the proposed nerger is consistent
with the conveni ence and needs of the communities to be served by the
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resulting bank in this state and is otherwse in the public interest,
the director shall approve the interstate conbination and the operation
of branches outside of Wshington by the applicant bank. Thi s
transaction may be consummated only after the applicant has received
evidence of the director's witten approval.

(5) Any out-of-state bank that will be the resulting bank pursuant
to an interstate conbination involving a bank chartered under this
title shall notify the director of the proposed conbination not |ater
than three days after the date of filing of an application for the
conmbi nation with the responsi ble federal bank supervisory agency, and
shall submt a copy of that application to the director and pay
applicable filing fees, if any, required by the director. 1In |ieu of
notice fromthe proposed resulting bank the director may accept notice
fromthe bank's supervisory agency having primary responsibility for
t he bank. The director shall have the authority to waive any
procedures required by Washington nerger laws if the director finds
that the procedures are in conflict wth applicable federal law or in
conflict with the applicable |aw of the state of the resulting bank.

(6) Subject to RCW30.38.010(2) (as recodified by this act), the
deposit concentration limts stated in 12 U S.C. Sec. 1831u(b)(2)(B)
shall apply to the conbination of an out-of-state bank and a
nonaffiliated out-of-state bank or bank organi zed under this title or
under the national bank act if the conbination is an interstate mnerger
transacti on ((as—detnredby12 Y-S C—See—1831u{H)1{(6})).

(7) A conbination resulting in the acquisition, by an out-of-state
bank that does not have branches in this state, of a bank organized
under this title or the national bank act, shall not be permtted under
this chapter unless the bank to be acquired, or its predecessors, have
been in continuous operation, on the date of the conbination, for a
period of at |east five years.

Sec. 256. RCW 30.56.050 and 1994 c 92 s 153 are each anended to
read as foll ows:

At the request of the directors of a bank, the director nay propose
a plan for its reorganization, if in his or her judgnent it would be
for the best interests of the bank's creditors and of the comrunity
whi ch the bank serves. The plan may contenpl ate such tenporary ratable
reductions of the demands of depositors and other creditors as would
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| eave its reserve adequate and its capital and surplus uninpaired after
the charging off of bad and doubtful debts; and al so may contenplate a
post ponenent of paynents as in a case falling wthin RCW30.56.020 (as
recodified by this_ act). The plan shall be fully described in a
witing, the original of which shall be filed in the office of the
di rector and several copies of which shall be furnished the bank, where
one or nore copies shall be kept available for inspection by
st ockhol ders, depositors and other creditors.

Sec. 257. RCW 30.56.060 and 1994 c 92 s 154 are each anended to
read as foll ows:

If, wthin ninety days after the filing of the plan, creditors
havi ng unsecured demands against the bank aggregating not |ess than
three-fourths of the anmount of the wunsecured demands of all its
creditors, approved the plan, the director shall have power to declare
the plan to be in effect. Thereupon the unsecured demands of creditors
shall be ratably reduced according to the plan and appropriate debits
shal |l be made in the books. The right of a secured creditor to enforce
his or her security shall not be affected by the operation of the plan,
but the amount of any deficiency to which he or she may be entitled
shall be reduced as unsecured demands were reduced. If the plan
contenplates a tenporary postponenent of paynents, RCW 30.56. 020,
30.56.030 and 30.56.040 (as_recodified by this_act) shall be
applicabl e, and the bank shall conply therewith and conduct its affairs
accordingly.

NEW SECTION. Sec. 258. CONSTRUCTI ON. The provisions of this
title, insofar as they are substantially the sanme as statutory
provisions repealed by this act and relating to the sane subject
matter, shall be construed as restatenents and continuations, and not
as new enact nent s.

NEW SECTION. Sec. 259. If any provision of this act or its
application to any person or circunstance is held invalid, the
remai nder of the act or the application of the provision to other
persons or circunstances is not affected.
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NEW SECTI ON. Sec. 260. This title does not affect the legality of
i nvestnments, nmade prior to January 5, 2015, or of transactions had
before January 5, 2015, pursuant to any provisions of lawin force when
such investnents were nmade or transactions had.

NEW SECTION. Sec. 261. DIRECTOR S SUBPCENAS. (1) The director or
aut hori zed assistants may apply for and obtain a superior court order
approvi ng and authori zing a subpoena in advance of its issuance. The
application my be nmade in the county where the subpoenaed person
resides or is found, or the county where the subpoenaed docunents,
records, or evidence are located, or in Thurston county. The
application nust:

(a) State that an order is sought under this section

(b) Adequately specify the docunents, records, evidence, or
testinony; and

(c) Include a decl aration made under oath that an investigation is
being conducted for a lawfully authorized purpose related to an
investigation within the departnent's authority and that the subpoenaed
docunents, records, evidence, or testinony are reasonably related to an
investigation within the departnment’'s authority.

(2) Waen an application under this section is nmade to the
satisfaction of the court, the court nust issue an order approving the
subpoena. An order under this subsection constitutes authority of |aw
for the agency to subpoena the docunments, records, evidence, or
testinony.

(3) The director or authorized assistants nay seek approval and a
court may issue an order under this section without prior notice to any
person, including the person to whom the subpoena is directed and the
person who is the subject of an investigation. An application for
court approval is subject to the fee and process set forth in RCW
36.18.012(3).

(4) Subsections (1) through (3) of this section are applicable to
the director's enforcenent authority under this title against persons
engaged i n unaut hori zed banking activity and persons, other than a bank
aut hori zed under this title, whom the director has reason to believe
are in violation of this title. This section does not |imt the
authority of the director to investigate or exam ne a bank authorized
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under this title w thout applying for or obtaining a superior court
order or issuing a subpoena pursuant to this section.

Sec. 262. 2013 c¢c 76 s 33 (uncodified) is anended to read as
fol |l ows:

Sections 7 and 8, chapter 303, Laws of 2011 ((and)), sections 10
and 25, chapter 76, Laws of 2013, and section 166, chapter . . ., Laws
of 2014 (section 166 of this act) take effect when the director of the
departnent of financial institutions finds that a federal regulatory
agency has, through federal law, regulation, or official regulatory
interpretation, interpreted federal law to permt banks operating under
the authority of Title 30 (as recodified by this act) or 32 RCWto
conduct a pronotional contest of chance as defined in RCW 30. 22. 040 (as
recodified by this act). |If the contingency occurs, the director shal
notify the chief clerk of the house of representatives, the secretary
of the senate, and the office of the code reviser.

NEW SECTION. Sec. 263. The followng acts or parts of acts are
each repeal ed:

(1) RCW 30.08.155 (Powers and authorities of trust conpanies--
Federally chartered trust conpani es--Qut-of-state state trust
conpani es--Fi ndings of director) and 2013 ¢ 76 s 11 & 1998 ¢ 45 s 2;

(2) RCW30.53.010 (Definitions) and 1994 ¢ 256 s 59;

(3) RCW 30.53.020 (Approval by director--Required) and 1994 c 256
s 60;

(4) RCW 30.53.030 (Contents of nerger agreenent--Approval by each
board of directors--Requirenents for director's approval) and 1994 c
256 s 61

(5 RCW 30.53.040 (Approval by stockhol ders--Voting--Notice) and
1994 c 256 s 62;

(6) RCW30.53.050 (Effective date of nerger--Certificate of nmerger)
and 1994 c 256 s 63;

(7) RCW 30.53.060 (Resulting trust conpany--Property, rights,
powers, and duties) and 1994 c 256 s 64,

(8) RCW 30.53.070 (Dissenting sharehol ders--May receive value in
cash--Appraisal) and 1998 ¢ 45 s 3 & 1994 ¢ 256 s 65; and

(9) RCW 30.53.080 (Valuation of assets--Books of nerging trust
conpany) and 1994 c 256 s 66.
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NEW SECTI ON.  Sec. 264. Section 165 of this act expires when the
contingency under section 262 of this act has occurred.

GENERAL PROVI SI ONS

NEW SECTION. Sec. 301. SHORT TITLE. This title may be known and
cited as the Washington trust institutions act.

NEW SECTI ON.  Sec. 302. DEFINITIONS. Unless the context clearly
requires otherwi se, the definitions in this section apply throughout
this title.

The definitions in this section shall be liberally construed to
acconplish the purposes of this title. Additional definitions, as
applicable, are contained elsewhere in this title. The departnent may
adopt by rule other definitions to acconplish the purposes of this
title.

(1) "Account" mneans the client relationship established wth a
trust conpany involving the transfer of funds or property to the trust
conpany, including a relationship in which the trust conpany acts as
trustee, executor, admnistrator, guardian, custodian, conservator,
bai |l ee, receiver, registrar, or agent, but excluding a relationshipin
whi ch the trust conpany acts solely in an advi sory capacity.

(2) "Adm nister” with respect to real or tangible personal property
means, as an agent or in another representative capacity, to possess,
purchase, sell, |ease, insure, safekeep, or otherw se manage the
property.

(3) "Affiliate" mnmeans a conpany that directly or indirectly
controls, is controlled by, or is under comobn control with a trust
institution or other conpany.

(4) "Authorized trust institution” neans a trust institution with
authority to engage in trust business in Washi ngton state pursuant to
statute.

(5) "Bank" has the neaning set forth in 12 U S C. Sec. 1813(h);
provided that the term "bank"” does not include any "foreign bank" as
defined in 12 U S.C. Sec. 3101(7), except for any such foreign bank
organi zed under the laws of a territory of the United States, Puerto
Ri co, Guam Anerican Sanpa, or the Virgin Islands, the deposits of
whi ch are insured by the federal deposit insurance corporation.
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(6) "Bank supervisory agency" neans:

(a) Any agency of another state with primary responsibility for
chartering and supervising a trust institution; and

(b) The office of the conptroller of the currency, the federa
deposit insurance corporation, the board of governors of the federa
reserve system and any successor to these agenci es.

(7) "Capital"™ has the meaning ascribed to that term by generally
accepted accounting principles and applicable rules of the financial
accounting standards board, and includes surplus and undivided profits.

(8) "Charter" neans a charter or other certificate of authority
i ssued by the director or a bank supervi sory agency authorizing a trust
institution to engage in business inits hone state.

(9) "dient" neans a person to whoma trust institution owes a duty
or obligation under a trust or other account adm nistered by the trust
institution or as an advisor or agent, regardl ess of whether the trust
institution owes a fiduciary duty to the person. The termincludes the
nonconti ngent beneficiaries of an account.

(10) "Company" includes a bank, trust conpany, corporation, limted
[iability conpany, partnership, association, business trust, or another
trust.

(11) "Conservator"™ neans the director or an agent of the director
exerci sing the powers and duties provided by section 386 of this act.

(12) "Control" means:

(a) The ownership of or ability or power to vote, directly, acting
t hrough one or nore other persons, or otherwise indirectly, nore than
twenty-five percent of the outstanding shares of a class of voting
securities of a state trust conpany or other conpany;

(b) The ability to control the election of a mgjority of the board
of a state trust conpany or ot her conpany;

(c) The power to exercise, directly or indirectly, a controlling
i nfl uence over the nmanagenent or policies of the state trust conpany or
other conpany as determned by the director after notice and an
opportunity for hearing; or

(d) The conditioning of the transfer of nore than twenty-five
percent of the outstanding shares or participation shares of a class of
voting securities of a state trust conpany or other conpany on the
transfer of nore than twenty-five percent of the outstandi ng shares of
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a class of voting securities of another state trust conpany or other
conpany.

(13) "Custodial account” neans an account, established by a person
with a bank as defined in 26 U S.C. Sec. 408(n), or with another person
approved by the internal revenue service as satisfying the requirenents
to be a nonbank trustee or a nonbank passive trustee set forth in
United States treasury regulations under 26 U S.C. Sec. 408, that is
governed by an instrunent concerning the establishnent or maintenance,
or both, of an individual retirement account, qualified retirenent
pl an, Archer nedi cal savings account, health savings account, Coverdel
education savings account, any simlar retirenment or savings vehicle
permtted under the internal revenue code of 1986, or as otherw se
defined by the director by rule.

(14) "Departnent” nmeans the departnent of financial institutions.

(15) "Depository institution"” means any conpany chartered to act as
a fiduciary and included for any purpose within any of the definitions
of "insured depository institution® as set forth in 12 U S C Sec.
1813(c)(2) and (3).

(16) "Director" neans the director of financial institutions.

(17) "Fiduciary record" nmeans a nmatter witten, transcribed,
recorded, received, or otherwse in the possession or control of a
trust conpany, whether in physical or electronic form that is
necessary to preserve informati on concerning an act or event rel evant
to an account or a client of a trust conpany.

(18) "Foreign bank" nmeans a foreign bank, as defined in section
1(b)(7) of the international banking act of 1978, chartered to act as
a fiduciary in a state other than Washington state. As used in this
title, "foreign bank" excludes an alien bank authorized to do business
in this state under chapter 30.42 RCW (as recodified by this act).

(19) "Hone state" neans:

(a) Wth respect to a federally chartered trust institution and a
foreign bank, the state in which such institution mintains its
princi pal office; and

(b) Wth respect to any other trust institution, the state which
chartered such institution.

(20) "Hone state regulator™ neans the trust institutions
supervisory agency wth primary responsibility for chartering and
supervising an out-of-state trust institution.
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(21) "Host state" neans a state, other than the honme state of a
trust institution, or a foreign country in which the trust institution
mai nt ai ns or seeks to acquire or establish an office.

(22) "lInsolvent"” means a circunstance or condition in which a state
trust conpany:

(a) Has actual cash market value of its assets which are
insufficient to pay its liabilities toits creditors;

(b) I's unable or Iacks the neans to neet its current obligations as
they cone due in the regular and ordinary course of business, even if
the value of its assets exceeds its liabilities;

(c) Sells or attenpts to sell substantially all of its assets other
than as provided in section 381 of this act or nerges or attenpts to
merge substantially all of its assets or business with another entity
ot her than as provided by chapter 30B.-- RCW (sections 387 through 396
of this act); or

(d) Attenpts to dissolve or liquidate wthout approval of the
director under chapter 30B.-- RCW (sections 376 through 381 of this
act);

(e) After demand in witing by the director, fails to cure any
deficiency inits reserves as required by statute or rule;

(f) After witten demand by the director, the stockholders fail to
cure within the time prescribed by the director an inpairnent of the
state trust conpany's capital or surplus; or

(g) Is insolvent wthin the nmeaning of the United States bankruptcy
code.

(23) "Instrument” neans a revocable or irrevocable trust docunent
created inter vivos or testanentary or any custodi al account agreenent.

(24) "Internet trust business" neans a trust business that holds
itself out as a trustee or fiduciary to the general public of this
state by neans of the internet or other el ectronic neans.

(25) "Law firm¥ nmeans a professional service corporation
pr of essi onal limted liability conpany, or l[limted liability
partnership, that is duly organized under the laws of this state and
whose sharehol ders, nmenbers, or partners, respectively, are exclusively
attorneys.

(26) "Limted liability trust conpany" nmeans an entity organized
under the limted liability conpany act of this state that is chartered
as a trust conpany under this title.
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(27) "Loans and extensions of credit" neans direct or indirect
advances of funds by a state trust conmpany to a person that are
conditioned on the obligation of the person to repay the funds or that
are repayable from specific property pledged by or on behalf of the
per son.

(28) "Manager" neans a person elected to the board of a limted
l[iability trust conpany.

(29) "Oficer" nmeans the presiding officer of the board, the
principal executive officer, or another officer appointed by the board
of a state trust conpany or other conpany, or a person or group of
persons acting in a conparable capacity for the state trust conpany or
ot her conpany.

(30) "Qut-of-state trust institution" neans a trust institution
that is not a state trust conpany under this title.

(31) "Person" neans an individual, a conpany, or any other |egal
entity.

(32) "Principal sharehol der"” nmeans a person who owns or has the
ability or power to vote, directly, acting through one or nore other
persons, or otherwse indirectly, ten percent or nore of the
outstanding shares or participation shares of any class of voting
securities of a state trust conpany or other conpany.

(33) "Private trust" has the neaning set forth in section 397 of
this act.

(34) "Private trust conpany" has the neaning set forth in section
397 of this act.

(35) "Savings association” neans a depository institution, other
than a credit union, that is not a bank.

(36) "Shares" means the units into which the proprietary interests
of a state trust conpany are divided or subdivided by neans of cl asses,
series, relative rights, or preferences.

(37) "State" nmeans a state of the United States, the District of
Colunbia, aterritory of the United States, Puerto R co, Guam Anerican
Sanpa, the Trust Territory of the Pacific |Islands, the Virgin Islands,
and the Northern Mariana | sl ands.

(38) "State bank" neans a bank authorized under Title 30A (the new
title created under section 2 of this act) or 32 RCWto engage in trust
busi ness or an alien bank chartered or authorized under chapter 30.42
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RCW (as recodified by this act) to engage in trust business in this
state.

(39) "State savings association”™ neans a savings association
chartered or otherwi se authorized under Title 33 RCW to act as a
fiduciary by Washi ngton state.

(40) "State trust conpany” neans a corporation or a limted
liability conpany organi zed or reorgani zed under this title, including
a trust conpany organi zed under the | aws of WAshi ngton state before the
effective date of this section

(41) "State trust institution,” as wused in chapter 30B.-- RCW
(sections 333 through 345 of this act), nmeans a state trust conpany or
an out-of-state trust institution engaged in trust business in this
state.

(42) "Subsidiary" nmeans a conpany that is controlled by another
person. Subsidiary includes a subsidiary of a subsidiary and a | ower
tier subsidiary.

(43) "Trust business”" neans the holding out by a person to the
public by advertisenent, solicitation, or other neans that the person
is available to performthe powers of a state trust conpany set forth
in section 329(1) (b) through (k) of this act, together with any other
activity authorized for a state trust conpany by the director pursuant
to section 329(1)(qg) of this act that the director designates as trust
busi ness.

(44) "Trust conpany” neans a state trust conpany or any other
conpany chartered to act as a fiduciary that is neither a depository
institution nor a foreign bank.

(45) "Trust departnment” neans that group or groups of officers and
enpl oyees of a trust conpany organized under the supervision of
officers or enployees to whomare designated by the board of directors
the performance of the fiduciary responsibilities of the trust conpany,
whet her or not the group or groups are so naned.

(46) "Trust deposits" neans the client funds held by a state trust
conpany and authorized to be deposited with itself pending i nvestnent,
di stribution, or paynent of debts on behalf of the client.

(47) "Trust institution"” means a depository institution, foreign
bank, or trust conpany.

(48) "Unauthorized trust activity" means to engage in trust
business in this state without authority or exenption under this title.
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NEW SECTI ON.  Sec. 303. NAME OF TRUST | NSTI TUTI ON- - USE OF TRUST | N
NAME. (1) A state trust conpany or out-of-state trust institution may
register any nanme with the departnent in connection with establishing
an office or otherw se engaged in trust business in this state pursuant
to this title, except that the director nmay determne that a nane
proposed to be registered is potentially msleading to the public and
require the registrant to select a nane which is not potentially
m sl eadi ng.

(2) Use of trust as part of a person's nane, trademark, or service
mark in connection with transacting business with the public, or as
part of advertising by any person to the public, is subject to the
prohi bitions and restrictions under RCW 30.04.020 (as recodified by
this act).

NEW SECTI ON. Sec. 304. RULES--ADM NI STRATI ON AND | NTERPRETATI ON
OF TITLE. (1) The director has the power to adopt rules, as he or she
determ nes necessary and appropriate, to inplenent the purposes and
provisions of this title in accordance wth the admnistrative
procedure act, chapter 34.05 RCW

(2) The director has the power, and broad admnistrative
di scretion, to admnister and interpret the provisions of this title to
facilitate the delivery of trust business and fiduciary services to the
citizens of the state of Wshington by trust businesses and other
persons.

NEW SECTI ON.  Sec. 305. PERSONS AUTHORI ZED TO ACT AS A FI DUCI ARY.
Subject to the conditions, restrictions, limtations, and requirenents
of this title, the follow ng persons are authorized trust institutions
i n Washi ngton state:

(1) A state trust conpany with a certificate of authority fromthe
director to exercise the powers of a state trust conpany pursuant to
chapter 30B.-- RCW(sections 321 through 332 of this act);

(2) A state bank under Title 30 RCW (as recodified by this act)
exerci sing trust business powers under the authority of the director;

(3) A state bank under Title 32 RCW exercising trust business
powers under the authority of the director;

(4) A state savings association organized under Title 33 RCW
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exercising trust business powers under authority of Title 33 RCW as
permtted by the director;

(5) A national bank authorized by the conptroller of the currency
to act as a fiduciary inthis state pursuant to 12 U . S.C. Sec. 92a;

(6) A federally chartered savings bank or savings association
aut hori zed by the conptroller of the currency to act as a fiduciary in
this state;

(7) An out-of-state state-chartered bank with a branch in this
state established or mai ntai ned pursuant to and with trust powers under
applicable | aw of a hone state;

(8 An out-of-state trust institution with a trust office
aut hori zed by the director pursuant to this title;

(9) An alien bank under chapter 30.42 RCW (as recodified by this
act) authorized by the director to act as a fiduciary or engage in
trust business in this state pursuant to this title;

(10) A private trust or private trust conpany exenpt from the
regul ation of the departnent under chapter 30B.-- RCW (sections 397
t hrough 400 of this act); or

(11) An exenpt person under this title pursuant to section 306 of
this act.

NEW SECTION. Sec. 306. ACTIVITIES NOT REQU RI NG CERTI FI CATE OF
AUTHORITY OR APPROVAL UNDER THI' S TI TLE. Not wi t hst andi ng any ot her
provision of this title, a person is exenpt fromthe requirenent of a
certificate of authority or approval wunder this title, or from
regul ation by the director pursuant tothis title, if the person is:

(1) An individual, sole proprietor, or general partnership or joint
venture conposed of i ndividuals;

(2) Engaging in business in this state (a) as a national banking
association or (b) as a federal nutual savings bank, federal stock
savi ngs bank, or federal savings and | oan associ ation under authority
of the office of the conptroller of the currency;

(3) Acting in a manner otherw se authorized by |aw and within the
scope of authority as an agent of a trust institution with respect to
an activity which is not an unauthorized trust activity;

(4) Acting as a fiduciary solely by reason of being appointed by a
court to performthe duties of a trustee, guardian, conservator, or
receiver;
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(5) Wiile holding oneself out to the public as an attorney-at-I| aw,
law firm or limted license legal technician, performng a service
customarily performed as an attorney-at-law, law firm or limted
license legal technician in a manner approved and authorized by the
suprene court of the state of Washi ngton

(6) Acting as an escrow agent pursuant to the escrow agent
registration act, chapter 18.44 RCW or in one's capacity as an
authorized title agent under Title 48 RCW

(7) Acting as trustee under a deed of trust delivered only as
security for the paynent of nopney or for the performance of another
act ;

(8) Receiving and distributing rents and proceeds of sale as a
licensed real estate broker on behalf of a principal in a manner
aut hori zed by the Washi ngt on departnent of |icensing;

(9) Engaging in a securities transaction or providing an invest nent
advisory service in the capacity of a licensed and registered
br oker - deal er, i nvestnment  advi sor, or registered representative
thereof, provided the activity is regulated by the departnent or the
United States securities and exchange conm ssi on;

(10) Engaging in the sale and admnistration of an insurance
product by an insurance conpany or agent |icensed by the office of the
i nsurance comm ssioner to the extent that the activity is regul ated by
the office of the insurance conm ssioner;

(11) Acting as trustee under a voting trust as provided by
Washi ngton state | aw,

(12) Acting as trustee by a public, private, or independent
institution of higher education or a university systemauthorized under
Washington state law, including its affiliated foundations or
corporations, with respect to endowrent funds or other funds owned
controlled, provided to, or otherwwse nade available to such
institution with respect to its educational or research purposes;

(13) Acting as a private trust or private trust conpany to the
extent exenpt fromregul ation of the departnment as set forth in chapter
30B.-- RCW(sections 397 through 400 of this act); or

(14) Engaging in other activities expressly excluded from the
application of this title by rule of the director.
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NEW SECTI ON. Sec. 307. PERSONS SUBJECT TO THE REQUI REMENT OF A
CERTI FI CATE OF AUTHORI TY OR APPROVAL UNDER THI' S TI TLE. (1) A person
may not engage in unauthorized trust activity inthis state.

(2) As a condition of engaging in trust business in this state, an
out-of-state trust institution is required to obtain approval fromthe
director and is subject to all other requirenents of chapter 30B.-- RCW
(sections 366 through 375 of this act).

(3) As a condition of engaging in trust business in this state, a
person, other than an out-of-state trust institution or an exenpt
person under section 306 of this act, is required to organize and
obtain a certificate of authority as a state trust conmpany pursuant to
chapter 30B.-- RCW(sections 321 through 332 of this act).

(4) A person who violates the requirenents of subsection (2) or (3)
of this section, as applicable, engages in unauthorized trust activity
and is subject to enforcenent by the director as set forth in chapter
30B.-- RCW/(sections 333 through 345 of this act).

NEW __ SECTION. Sec. 308. CONFI DENTI ALI TY OF EXAM NATI ON
| NFORMATION.  This title does not limt the privileges, immunities, and
requi renments of RCW 42.56.400(6), 30.04.075 (as recodified by this
act), 32.04.220, and 33.04.110 in relation to trust conpanies, state
banks, and state savings associ ati ons.

NEW__SECTI ON.  Sec. 309. LIMTS ON LOANS TO |[INSIDERS AND
AFFI LI ATES- - EXCEPTIONS. (1) A state trust conpany may not make | oans
or extensions of credit, nor extend |eases, to any person except in
relation to nonfiduciary corporate funds and only as set forth in this
section.

(2) Unless authorized by subsection (4) of this section, a state
trust conpany may nake | oans or |leases to insiders only to the extent
permtted for state banks under federal reserve board regulation O 12
CF.R Part 215.

(3) Unless authorized by subsection (4) of this section, a state
trust conpany may nmake |loans or leases to affiliates as may be
reasonably determ ned by the director by rule. 1In the absence of rule
making to the contrary, the director shall be guided by sections 23a
and 23b of the federal reserve act, 12 U S.C. Secs. 371c and 371c-1,
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and federal reserve board regulation W 12 C.F. R Part 223, governing
the permssibility of loans and |leases to affiliates by state banks
that are nenbers of the federal reserve.

(4) Notw thstanding any other provision of this section, a state
trust conpany nmay nmake | oans or extensions of credit, or extend | eases,
inrelation to nonfiduciary corporate funds, subject to approval of the
di rector upon witten application.

(5) The director nmay adopt rules interpreting this section and may
i npose further conditions and restrictions on | oans and extensions of
credit by state trust conpanies not inconsistent with this section.

NEW_SECTION. Sec. 310. TRANSACTIONS |IN STATE TRUST COVPANY
SHARES. (1) A state trust conpany nay acquire its own shares if:

(a) The anpunt of its capital is sufficient to fully absorb the
acqui sition of the shares under regul atory accounting principles; or

(b) The state trust conpany obtains the prior witten approval of
the director.

(2) A state trust conpany may acquire a lien upon its own shares
if:

(a) The aggregate anount of indebtedness so secured is |ess than
t he anbunt of the state trust conpany's capital; or

(b) The state trust conpany obtains the prior witten approval of
the director.

NEW SECTI ON. Sec. 311. | NVESTMENT OF CORPCRATE FUNDS- - SECURI Tl ES.
A state trust conpany nmay invest its nonfiduciary corporate funds in
investnments other than real estate, including securities, that are
perm ssible for state banks under Title 30 RCW (as recodified by this
act), and as nay be nade applicable for state trust conpanies by rule
of the director.

NEW SECTI ON.  Sec. 312. | NVESTMENT | N CORPORATI ONS- - SUBSI DI ARI ES.
Except as otherw se provided by this chapter or rules adopted under
this chapter, a state trust conpany may invest in corporations, limted
liability conmpanies, and other entities, and may acquire or establish
a subsidiary to conduct any activity that may lawfully be conducted
through the form of organization chosen for the subsidiary, in
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accordance with that which is permssible for state banks under RCW
30.04.125 and 30.04. 127 (as recodified by this act).

NEW SECTI ON. Sec. 313. PLEDGE OF ASSETS. A state trust conpany
may not pledge or create a lien on any of its assets except to secure
t he repaynent of noney borrowed or as otherw se specifically authorized
or required by rules adopted under this chapter. An act, deed,
conveyance, pledge, or contract in violation of this sectionis void.

NEW SECTION.  Sec. 314. INVESTMENT |IN STATE TRUST COVPANY
FACILITIES. A state trust conpany may purchase, hold, and convey real
estate, including facilities, for the purposes permssible for state
banks under RCW30.04. 210 (as recodified by this act).

NEW__ SECTION. Sec. 315. SEPARATI ON OF TRUST RECORDS- -
RECORDKEEPI NG. (1) A state trust conpany shall keep its fiduciary
records separate and distinct from other records of the state trust
conpany.

(2) The fiduciary records nust contain all mterial information
relative to each account as appropriate under the circunstances.

(3) A state trust conpany shall conply with all other conditions
and requirenents for state banks engaging in trust business and the
deposit of securities as set forth in RCW30.04.240 (as recodified by
this act).

NEW SECTI ON. Sec. 316. LEGAL SERVI CES, ADVERTI SI NG OF- - PENALTY.
RCW 30. 04. 260 (as recodified by this act) applies tothis title.

NEW SECTI ON.  Sec. 317. ACQUI SITION OF CONTROL. Unl ess ot herw se
aut hori zed by the director, a state trust conpany shall conformto al
condi tions and requi renents concerning acquisition of control or change
of control the sane as if the state trust conpany were a state bank, as
set forth in RCW 30.04.400 through 30.04.410 (as recodified by this
act), inclusive.

NEW SECTION.  Sec. 318. CHO CE OF LAW CLAUSES. Wien there is a
choice of law clause contained in a governing instrument in which a
Sstate trust conpany is a party, the choice of |aw of any state agreed
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to by the parties to such instrunent shall control the interpretation
and enforcenent of the trust or custodial agreement conprising such
i nstrunent.

NEW SECTION. Sec. 319. CHO CE OF LAW WHEN | NSTRUMENT Sl LENT.
Except as set forth in section 318 of this act, choice of law is
governed by RCW11. 98. 005.

NEW SECTION. Sec. 320. PUBLIC NOTICE BY ELECTRONI C MEANS. (1)
Notw t hstanding any provisions of this title, wherever notice by
publication is required by a trust institution, such notice may be
undertaken by internet publication upon ternms and conditions that the
director may prescribe by rule.

(2) Notice to shareholders required under this title my be
undertaken by electronic neans in the sanme manner as permtted for
general business corporations under RCW23B. 01. 410.

ORGANI ZATI ON AND PONERS

NEW SECTI ON. Sec. 321. WHO MAY ORGANI ZE A STATE TRUST COMPANY.
Subject to the other provisions of this chapter, one or nore persons
may organi ze a state trust company.

NEW SECTION. Sec. 322. FORMATION- -1SSUANCE OF CERTIFICATE OF
AUTHORI TY- - AVENDMVENT OF ARTI CLES, ETC Except as set forth in this
chapter or as may be prescribed by rule of the director, RCW30.08. 020,
30. 08. 040, 30.08.050, 30.08.055, 30.08.060, 30.08.070, 30.08.081,
30.08.082, 30.08.083, 30.08.084, 30.08.086, 30.08.087, 30.08.088,
30. 08. 090, 30.08.092, and 30.08.170 (as recodified by this act) shall,
inrelation to state trust conpanies, govern the formation, furnishing
of notice, approval or refusal of articles of organi zation, effect of
failure to commence business, issuance and treatnent of shares or
equity, rights of preferred or special sharehol ders, determ nation of
capital inpairnent, treatnent of authorized unissued shares, anendnent
of articles of organization, authorization of increase or decrease of
stock or equity, and appointnent of nomnees for the holding of
securities, the sane as if a state trust conpany were a state bank
under Title 30 RCW (as recodified by this act).

p. 135 SB 6135. SL



0 N O O A WDN PP

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36

NEW SECTI ON.  Sec. 323. LIMTED LI ABI LI TY COVPANY- - ORGANI ZATI ON OR
CONVERSI ON- - APPROVAL OF DI RECTOR- - CONDI Tl ONS- - APPLI CATI ON OF CHAPTER
25.15 RCW-DEFI NI TI ONS. (1) The provisions of RCW 30.08.025 (as
recodified by this act) shall govern the organization, conversion,
approval of the director, and other matters incidental to the fornmation
and operation of a state trust conpany as a limted liability conpany.

(2) The director may adopt rules necessary to clarify, interpret,
and inplenent this section.

NEW SECTION. Sec. 324. APPLICATION FOR STATE TRUST COVPANY
CERTI FI CATE OF AUTHORITY. (1) An application to organize a state trust
conpany charter nust be nmade under oath and in the formrequired by the
director and nust be supported by information, data, records, and
opi nions of counsel that the director requires.

(2) The application nust be acconpanied by all fees and deposits
requi red by statute or by rule of the director.

(3) The director shall issue a certificate of authority to a state
trust conpany charter only on proof that one or nore viable markets
exist within or outside of this state that may be served in a
profitable manner by the establishnment of the proposed state trust
conpany. In making such a determ nation, the director shall:

(a) Exam ne the business plan which shall be submtted as part of
the application for a state trust conpany charter; and

(b) Consi der:

(1) The market or markets to be served;

(11) Whether the proposed organi zational and capital structure and
anmount of initial capitalization is adequate for the proposed business
and | ocati on;

(ti1) Wiether the anticipated volunme and nature of business
i ndi cates a reasonable probability of success and profitability based
on the market sought to be served;

(i1v) Wether the proposed officers, directors, and managers, or
managi ng participants, as a group, have sufficient fiduciary
experience, ability, st andi ng, conpetence, trustworthiness, and
integrity to justify a belief that the proposed state trust conpany
will operate in conpliance with |aw and that success of the proposed
state trust conpany is probable;
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(v) \Wiether each principal shareholder or participant has
sufficient experience, ability, standing, conpetence, trustworthiness,
and integrity to justify a belief that the proposed state trust conpany
will be free frominproper or unlawful influence or interference wth
respect to the state trust conpany's operation in conpliance with | aw
and

(vi) Whether the organizers are acting in good faith.

(4) The failure of an applicant to furnish required information
data, opinions of counsel, other material, or the required fee is
consi dered an abandonnent of the application.

NEW SECTI ON. Sec. 325. NOTI CE AND | NVESTI GATI ON OF APPLI CATI ON
(1) The director shall notify the organizers when the application is
conpl ete and accepted for filing and all required fees and deposits
have been paid. Pronptly after this notification, the organi zers shal
publish notice of the application and solicit comments in a form
specified by the director at |ocations reasonably necessary to solicit
the views of potentially affected persons specified by the director by
rul e.

(2) At the expense of the organizers, the director shal
i nvestigate the application and inquire into the identity and character
of each proposed director, manager, officer, managi ng participant, and
princi pal shareholder or participant. The director shall prepare a
witten report of the investigation, and any person may request a copy
of the nonconfidential portions of the application and witten report
under chapter 42.56 RCW

(3) Rules adopted under this chapter may specify the confidenti al
or nonconfidential character of information obtained by the departnent
under this section.

(4) The financial statenment of a proposed officer, director,
manager, or managing participant is confidential and not subject to
public disclosure under chapter 42.56 RCW

NEW SECTI ON.  Sec. 326. REQUI RED CAPITAL. (1) The director shal
at time of application, to organize a state trust conpany, determ ne
the mnimumrequired initial capitalization of a proposed state trust
conpany in the manner provided for in section 324(3)(b)(ii) of this act
and as further provided in this section.
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(2) The director may consider the follow ng safety and soundness

factors when determ ning m nimumrequired capital, including, but not
limted to:

(a) The nature and type of business conduct ed,;

(b) The nature and degree of liquidity in assets held in a

corporate capacity;

(c) The ampbunt of fiduciary assets under managenent;

(d) The type of fiduciary assets held and the depository of such
asset s;

(e) The conplexity of fiduciary duties and degree of discretion
undert aken;

(f) The conpetence and experience of nmanagenent;

(g) The extent and adequacy of internal controls;

(h) The presence or absence of annual unqualified audits by an
i ndependent certified public accountant;

(1) The reasonabl eness of business plans for retaining or acquiring
addi tional capital;

(j) The existence and adequacy of insurance obtained or held by the
trust conpany for the purpose of protecting its clients, trust
beneficiaries, and settlors;

(k) The history of operating |osses, if any;

(I') The history of loss, if any, in relation to fiduciary or
cust odi al accounts; and

(m The anmount of support fromthe state trust conpany's parent or
affiliate.

(3) The effective date of a witten finding requiring an existing
state trust conpany to increase its capital nust be stated in the
witten finding as on or after the thirty-first day after the date the
witten finding is mailed or delivered. Unless the state trust conpany
requests a hearing before the director before the effective date of the
witten finding, the order becones effective and is final and
nonappeal abl e. This subsection does not prohibit an application to
reduce capital requirenments of a proposed or an existing state trust
conpany.

(4) Subject to subsection (2) of this section, a state trust
conpany to which the director issues a certificate of authority shal
at all times maintain capital in at |least the anount required under
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subsection (1) of this section, plus any additional anmount or |ess any
reduction the director directs under subsection (2) of this section.

(5) Notwi thstandi ng any provision of this section, the director may
establish by rule safety and soundness standards for m ni numrequired
capital, additional required capital, and reduction of capital, for a
proposed or existing state trust conpany.

NEW SECTI ON. Sec. 327. CAPITAL NOTES OR DEBENTURES. (1) Wth the
prior witten approval of the director, any state trust conpany nay at
any tinme, through action of its board of directors, issue and sell its
capital notes or debentures, which shall be subordinate to the clains
of depositors and other creditors.

(2) Unless otherwise approved by the director, a state trust
conpany shall conform to all other conditions and requirenents of
chapter 30.36 RCW (as recodified by this act) governing capital notes
and debentures of state banks.

NEW__ SECTION. Sec. 328. APPLI CATION OF  GENERAL BUSI NESS
CORPORATI ON  LAWS. (1) Notw thstanding any other provision of this
title, a state trust conpany shall be deened a distinct species of
corporation or limted liability trust conpany whose charter may be
granted, conditioned, cancel ed, or revoked only by the departnent.

(2) Title 23B RCW applies to a state trust conpany to the extent
not inconsistent with this title or the business of a state trust
conpany, except that:

(a) Any reference to the secretary of state neans the director
unl ess the context requires otherw se; and

(b) The right of sharehol ders or participants to cunul ative voting
in the election of directors or managers exists only if granted by the
state trust conpany's articles of association.

(3) Unless expressly authorized by this title or a rule of the
departnent, a state trust conpany nay not take an action authorized by
Title 23B RCW or chapter 25.15 RCW regarding its corporate status,
capital structure, or a matter of corporate governance, of the type for
which Title 23B RCW or chapter 25.15 RCW would require a filing with
the secretary of state if the state trust conpany were a business
corporation, without first submtting the filing to the director for
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the same purposes for which it otherwise would be required to be
submtted to the secretary of state.

(4) The departnment nmay adopt rules to limt or refine the
applicability of subsection (2) of this section to a state trust
conpany or to alter or supplenent the procedures and requirenents of
Title 23B RCWor chapter 25.15 RCW applicable to an action taken under
this chapter.

NEW SECTI ON.  Sec. 329. POAERS OF A STATE TRUST COVPANY. (1) Upon
the issuance of a certificate of authority to a state trust conpany as
prescribed in this chapter, the persons nanmed in the articles of
i ncorporation and their successors shall thereupon becone a corporation
or limted liability conpany and may engage in trust business and ot her
busi ness, including without limtation:

(a) Subject to section 328 of this act, exercising the powers of a
Washi ngt on busi ness corporation under Title 23B RCW or a Washi ngton
limted liability conpany under chapter 25.15 RCWreasonably necessary
or hel pful to enable exercise of its specific powers under this title;

(b) Receiving for safekeeping personal property of every
descri ption;

(c) Acting as assi gnee, bai | ee, conservator, cust odi an,
recordkeeper, escrow agent, registrar, receiver, or transfer agent;
(d) Acting as financial advisor, investnent advisor or nanager,

agent, or attorney-in-fact in any agreed upon capacity;

(e) Accepting or executing trusts, including:

(i) Acting as trustee under a witten agreenent;

(i11) Receiving noney or other property in its capacity as trustee
for investnent in real or personal property;

(tit) Acting as trustee and performng the fiduciary duties
commtted or transferred to it by a valid and applicable court order;

(iv) Acting as trustee of the estate of a deceased person;

(v) Acting as trustee for a mnor or incapacitated person;

(vi) Acting as a trustee of collective investnent funds or common
trust funds; or

(vii) Acting as a trustee of statutory or simlar trusts;

(f) Adm nistering in any other fiduciary capacity real or tangible
personal property;

(g) Acting as an executor, adm nistrator, guardi an, or conservator;
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(h) Acting as an assi gnee, receiver, agent, or custodi an;

(1) Acting pursuant to valid and applicable court order as executor
or admnistrator of the estate of a deceased person or as a guardi an or
conservator for a mnor or incapacitated person;

(j) Acting in any capacity in which one exercises investnent
di scretion on behalf of another;

(k) Exercising any incidental power or ancillary that is reasonably
necessary to enable it to fully exercise, according to comonly
accepted fiduciary custons and usages, the trust powers authorized by
this title;

(I') Acting as a manager of a limted liability conpany, limted
l[iability partnership, or simlar entity;

(m Acting as the registrar of stocks and bonds;

(n) Acting as an escrow agent, escrow hol der, or nanagi hg agent;

(o) Acting as a corporate bond and transfer payi ng agent;

(p) Acting as a sponsoring or other nenber of any clearing
corporation with respect to securities or other property; or

(q) Acting in any other capacity or for any other activity as
determ ned or approved by the director.

(2) The director may prescribe rules for the safe and sound
exerci se of the powers enunerated in subsection (1) of this section.

(3) A state bank, to the extent authorized under Title 30 (as
recodified by this act) or 32 RCW as applicable, or a state savings
associ ation, to the extent authorized under Title 33 RCW nmy exercise
all of the powers and authorities of a state trust conpany under this
title, including inrelation to corporate governance natters.

NEW SECTION. Sec. 330. ADDI TIONAL PONERS OF A STATE TRUST
COVPANY- - FEDERAL AND | NTERSTATE PARITY. (1) Notwithstanding any
restrictions, limtations, and requirenents of law, in addition to al
powers, express or inplied, that a state trust conpany has under the
laws of this state, a state trust conpany has the powers and
authorities conferred as of the effective date of this section, upon a
federally chartered trust conpany doing business in this state. A
state trust conpany nay exercise the powers and authorities conferred
on a federally chartered trust conpany after this date only if the
director finds that the exercise of such powers and authorities:
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(a) Serves the convenience and advantage of trustors and
beneficiaries, or the general public; and

(b) Maintains the fairness of conpetition and parity between state
trust conpanies and federally chartered trust conpani es.

(2) Notwi thstanding any other provisions of law, a state trust
conpany has the trust-related and fiduciary-related powers and
authorities of an out-of-state trust institution approved by the
director under chapter 30B.-- RCW (sections 366 through 375 of this
act).

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

(4) The restrictions, limtations, and requirenents applicable to
specific powers and authorities of federally chartered trust conpanies
and out-of-state state trust institutions, as applicable, shall apply
to state trust conpanies exercising those powers or authorities
permtted under this section but only insofar as the restrictions,
limtations, and requirenents relate to exercising the powers or
authorities granted trust conpani es solely under this section.

(5) Notwi thstandi ng any ot her provisions of law, in addition to al
powers enunerated by this title, and those necessarily inplied
therefrom a state trust conpany nay engage in other business
activities that have been determ ned by the board of governors of the
federal reserve systemor by the United States congress to be closely
related to the business of banking, as of the effective date of this
section.

(6) A state trust conpany that desires to performan activity that
is not authorized by subsection (5) of this section shall first apply
to the director for authorization to conduct such activity. Wthin
thirty days of the receipt of this application, the director shall
determ ne whether the activity is closely related to the business of
banki ng, whether the public conveni ence and advantage wi || be pronoted,
whet her the activity is apt to create an unsafe and unsound practice by
the state trust conpany, and whether the applicant is capable of
perform ng such an activity. |If the director finds the activity to be
closely related to the business of banking and the state trust conpany
is otherwse qualified, he or she shall imediately inform the
applicant that the activity is authorized. |If the director determ nes
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that such activity is not closely related to the business of banki ng or
that the state trust conpany is not otherwi se qualified, he or she
shall pronptly inform the applicant in witing. The applicant shal
have the right to appeal from an wunfavorable determnation in
accordance with the procedures of the adm nistrative procedure act,
chapter 34.05 RCW In determning whether a particular activity is
closely related to the business of banking, the director shall be
gui ded by the rulings of the board of governors of the federal reserve
system and the conptroller of the currency in making determ nations in
connection with the powers exercisable by bank hol di ng conpani es, and
the activities perfornmed by other comrercial banks or their hol ding
conpani es.

NEW SECTI ON.  Sec. 331. SCOPE OF REGULATED ACTIVITIES OF A STATE
TRUST COMPANY. Notwi thstanding the definition of "trust business" as
set forth in section 302 of this act, the director has the authority to
regul ate the exercise of all powers and authorities of a state trust
conpany which are enunerated in section 329 of this act and which nay
be conferred by way of parity under section 372 of this act.

NEW SECTION. Sec. 332. | NTERNET TRUST BUSI NESS. (1) A person
engaged in trust business in this state by use of the internet is
subject to regulation by the departnent under this title, unless it is:

(a) An out-of-state trust institution approved under chapter 30B.--
RCW (sections 366 through 375 of this act) or acting under authority of
section 402 of this act; or

(b) An exenpt person under section 306 of this act.

(2) The director may adopt rules specific to the regulation of
internet trust businesses in the interest of protecting Wshington
state citizens.

DI RECTOR S AUTHORI TY- - SUPERVI SI ON AND EXAM NATI ON- - ENFORCEMENT

NEW SECTI ON. Sec. 333. DI RECTOR SUPERVI SI ON OVER AUTHORI ZED TRUST
I NSTITUTIONS. (1) In addition to his or her supervision authority over
the trust business of state banks and state savings associations, the
director shall exercise supervision authority over state trust
conpani es and al so over out-of-state trust institutions to the extent
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provided for in cooperative agreenents nade by the director with the
home states of out-of-state trust institutions pursuant to section 372
of this act.

(2) The director shall execute and enforce through the departnent
and such other agents as exist on or after the effective date of this
section, all laws which exist on or after the effective date of this
section relating to state trust conpanies and out-of-state trust
institutions engaged in trust business inthis state.

(3) For the nore conplete and thorough enforcement of the
provisions of this title, the departnent is authorized to adopt rules
not inconsistent with the provisions of this title, as may, in its
opi ni on, be necessary to carry out the provisions of this title and as
may be further necessary to insure safe and sound nmanagenent of trust
institutions wunder its supervision taking into consideration the
appropriate interest of the creditors, stockhol ders, participants, and
the public intheir relations with such trust institutions.

(4) A state trust conpany shall conduct its business in a nmanner
consistent with all laws relating to trust conpanies, and all rules,
regul ations, and instructions that may be adopted or issued by the
depart nent.

NEW SECTION. Sec. 334. FEE FOR EXAM NATI ON. Exam nation and
i nvestigation fees, together with sem annual assessnents of state trust
conpani es and all other m scell aneous fees for trust institutions, are
governed by RCW30.04.070 (as recodified by this act) of the Washi ngton
commerci al bank act and by rul es adopted by the director.

NEW SECTION. Sec. 335. DIRECTOR TO ACT UNDER AUTHORI TY OF THE
DEPARTMENT' S DI VI SI ON OF BANKS. All the powers, duties, and functions
granted to or inposed upon the director under this title shall be
exercised under the direction and supervision of the departnent's
division of banks, subject to the delegation, oversight, and
supervision of the director. \Werever provision is made in any law in
effect on the effective date of this section authorizing and permtting
the director to adopt rules and regul ations with respect to any actions
or things required to be done wunder this title, such rules and
regul ati ons shall be made by the departnent's division of banks, and
the words "the director” used in such statutes authorizing the director
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to make rules and regulations, shall be construed to nean the
departnment's division of banks, and the words "departnent” substituted
in such statutes for "director."

NEW SECTI ON. Sec. 336. GENERALLY ACCEPTED ACCOUNTI NG PRI NCI PLES.
Unl ess otherwise provided for by rule of the director or other
applicable rule or regulation, a state trust conpany shall conformto
general ly accepted accounting principles and applicable rules of the
financi al accounting standards board.

NEW SECTION. Sec. 337. EXAM NATI ON STANDARDS FOR STATE TRUST
COMPANIES. The director is authorized to adopt rules governing the
exam nation standards for state trust conpanies and other persons
subject to investigation and exam nation under this title, including
the application by rule of exam nation standards of other federal and
state financial institutions regulators and standards adopted incident
to cooperative agreenents nade by the director under section 372 of
this act.

NEW SECTI ON. Sec. 338. DUTIES OF PERSONS SUBJECT TO AUTHORI TY OF
Dl RECTOR- - VI OLATIONS. (1) Each person subject to the authority of the
director, its subsidiaries, and their respective directors, officers,
enpl oyees, and agents, shall conply wth:

(a) This title;

(b) The rul es adopted by the director pertaining tothis title;

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

(d) Any lawful supervisory agreenment wth the director or
supervisory directive of the director; and

(e) Al applicable federal laws and regulations affecting trust
institutions subject to the authority of the director.

(2) Each hol ding conpany of a person subject to the authority of
the director, and its directors, officers, enployees, and agents, shal
conply with:

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

(b) The rul es adopted by the director with respect to such hol ding
conpani es;

(c) Any lawful direction or order of the director;
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(d) Any lawful supervisory agreenment with the director; and

(e) Al applicable federal laws and regulations affecting trust
institutions subject to the authority of the director.

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

NEW__ SECTION. Sec. 339. GOVERNI NG ADM NI STRATI VE LAW AND
PROCEDURE. The powers and duties of the director and required
practices and procedures of the departnent wth respect to all
enforcenent authority conferred by this title shall be subject to the
Washi ngton adm ni strative procedure act, chapter 34.05 RCW consi stent
wth the adm nistrative procedures applicable to enforcenent actions
agai nst banks, their hol ding conpanies, and their officers, directors,
enpl oyees, and agents, as set forth in Title 30 RCW (as recodified by
this act), including but not limted to the foll ow ng:

(1) Notice of admnistrative charges under RCW 30.04.450 (as
recodified by this act);

(2) The provisions relating to grounds for, procedure for
obtaining, and the effective date of enmergency tenporary orders under
RCW 30. 04. 455 t hrough 30.04. 465 (as recodified by this act), inclusive;

(3) Enforcenent of departnent orders under RCW 30.04.470 and
30.04.475 (as recodified by this act);

(4) Gounds for renoval of officers, directors, and enpl oyees under
RCW 30.12. 040 (as recodified by this act);

(5) Procedure for suspension of an officer, director, or enployee
under RCW30.12.0401 (as recodified by this act); and

(6) Notice of charges for renoval of officers, directors, and
enpl oyees under RCW30.04.042 (as recodified by this act).

NEW SECTION. Sec. 340. ADM NI STRATIVE ORDERS--PENALTIES FOR
VIOLATION. In addition to any other powers conferred by this title,
the director shall have the power, consistent with the requirenments of
section 339 of this act, to:
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(1) Order any person under authority of the director under this
title, its holding conpany, its subsidiary, or any of their directors,
officers, enployees, or agents to cease and desist violating any
provision of this title or any lawful rule;

(2) Order any authorized trust institution, its holding conpany,
its subsidiary, or any of their directors, officers, enployees, or
agents to cease and desist froma course of conduct that is unsafe or
unsound and which is likely to cause insolvency or dissipation of
assets or is likely to jeopardize or otherw se seriously prejudice the
interests of the public intheir relationship with the authorized trust
institution;

(3) Order any person to cease engaging in an unauthorized trust
activity; and

(4) Enter any order pursuant to section 373 of this act.

NEW SECTION. Sec. 341. SUSPENSION AND REMOVAL OF DI RECTORS
OFFI CERS, AND EMPLOYEES. The director has the power to require the
suspension and renoval from office of any officer, director, or
enpl oyee of any trust institution subject to the director's authority,
its holding conpany, or its subsidiary, who shall be found to be
di shonest, inconpetent, or reckless in the managenent of the affairs of
the institution, or who persistently violates the laws of this state or
the lawful orders, instructions, and rules issued or adopted by the
depart nent.

NEW SECTI ON.  Sec. 342. SUBPCENA PONER AND EXAM NATI ON UNDER QATH
The director shall have the power to subpoena w tnesses, conpel their
attendance, require the production of evidence, adm nister oaths, and
exam ne any person under oath in connection with any subject related to
a duty inposed or a power vested in the director.

NEW SECTI ON.  Sec. 343. EFFECT OF FI NAL ORDERS AGAI NST OFFI CERS
DI RECTORS, EMPLOYEES, AND AGENTS. Any present or forner director,
officer, or enployee of a trust institution or holding conpany under
authority of the director, or any other person against whom there is
outstanding an effective final order served upon the person and who
participates in any manner in the conduct of the affairs of a trust
institution involved, or who directly or indirectly solicits or
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procures, transfers or attenpts to transfer, or votes or attenpts to
vote any proxies, consents, or authorizations with respect to any
voting rights in the trust institution, or who, wthout the prior
approval of the director, votes for a director or serves or acts as a
director, officer, enployee, or agent of any bank, savi ngs associ ati on,
trust conpany, or hol di ng conpany shall upon conviction for a violation
of any order, be guilty of a gross m sdeneanor puni shable as prescri bed
under chapter 9A. 20 RCW

NEW SECTION.  Sec. 344. DI RECTOR S AUTHORI TY TO PROTECT THE PUBLI C
AND STATE TRUST | NSTI TUTIONS. (1) Notw t hstandi ng any ot her provision
of this title, the director may by rule or order prohibit any person
from engaging in a trust business in this state contrary to the
requi renents of this title if the conduct of the trust business inthis
state by such person harnms or is likely to harmthe general public, or
if it adversely affects the business of state trust institutions.

(2) The director may issue a tenporary cease and desist order
agai nst such person in the manner provided for in this chapter if the
gener al public or state trust institutions are |likely to be
substantially injured by delay in issuing a cease and desi st order.

(3) An order or rule nade by the director pursuant to this section
may require that any applicable person obtain a certificate of
authority under chapter 30B.-- RCW (sections 321 through 332 of this
act) as a condition of continuing to engage in a trust business in this
state, subject to neeting all qualifications for grant of a state trust
conpany certificate of authority under this title.

(4) This section does not apply to a person conducting business
pursuant to section 306 of this act, except for a person identifiable
solely by reason of section 306(1) of this act.

NEW SECTI ON. Sec. 345. DIRECTOR S SUBPCENAS. (1) The director or
aut hori zed assistants may apply for and obtain a superior court order
approvi ng and authori zing a subpoena in advance of its issuance. The
application my be nmade in the county where the subpoenaed person
resides or is found, or the county where the subpoenaed docunents,
records, or evidence are located, or in Thurston county. The
application nust:

(a) State that an order is sought under this section
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(b) Adequately specify the docunents, records, evidence, or
testinony; and

(c) Include a declaration made under oath that an investigation is
being conducted for a lawfully authorized purpose related to an
investigation within the departnent's authority and that the subpoenaed
docunents, records, evidence, or testinony are reasonably related to an
investigation within the departnment’'s authority.

(2) Waen an application under this section is nmade to the
satisfaction of the court, the court nust issue an order approving the
subpoena. An order under this subsection constitutes authority of |aw
for the agency to subpoena the docunents, records, evidence, or
testi nony.

(3) The director or authorized assistants nay seek approval and a
court may issue an order under this section without prior notice to any
person, including the person to whom the subpoena is directed and the
person who is the subject of an investigation. An application for
court approval is subject to the fee and process set forth in RCW
36.18.012(3).

(4) Subsections (1) through (3) of this section are applicable to
the director's enforcenent authority under this title against persons
engaged in unauthorized trust activity and persons, other than a state
trust conpany authorized under this title, whomthe director has reason
to believe are in violation of this title. This section does not Iimt
the authority of the director to investigate or examne a state trust
conpany aut horized under this title wi thout applying for or obtaining
a superior court order or issuing a subpoena pursuant to this section.

STATE TRUST COVPANI ES- - BOARD OF
DI RECTORS, OFFI CERS, AND SHAREHOLDERS

NEW SECTION. Sec. 346. VOIING SECURI TIES HELD BY STATE TRUST
COMPANY. (1) Voting securities of a state trust conpany held by the
state trust conpany in a fiduciary capacity under a will or trust
whet her registered in its own nane or in the nane of its nom nee, may
not be voted in the election of directors or nmanagers or on a natter
affecting the conpensation of directors, nanagers, officers, or
enpl oyees of the state trust conpany in that capacity, unless:
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(a) Under the terns of the will or trust, the manner in which the
voting securities are to be voted may be determ ned by a donor or
beneficiary of the will or trust and the donor or beneficiary actually
makes the determnation in the matter at issue;

(b) The terns of the wll or trust expressly direct the manner in
whi ch the securities nust be voted to the extent that no discretion is
vested in the state trust conpany as fiduciary; or

(c) The securities are voted solely by a cofiduciary that is not an
affiliate of the state trust conpany, as if the cofiduciary were the
sol e fiduciary.

(2) Voting securities of a state trust conpany that cannot be voted
under this section are considered to be authorized but unissued for
pur poses of determ ning the procedures for and results of the affected
vot e.

NEW SECTI ON. Sec. 347. BYLAWS. (1) A state trust conpany shal
adopt bylaws and may anend its bylaws from tine to tinme for the
purposes and in accordance with the procedures set forth in the
Washi ngt on busi ness corporation act.

(2) A limted liability trust conpany in which mnagenent is
retained by the participants is not required to adopt bylaws if
provisions required by law to be contained in the bylaws are contai ned
in the articles of association or the participation agreenent. If a
limted liability trust conpany has adopted byl aws whi ch desi gnate each
full liability participant, the limted liability trust conpany shall
file with the director a copy of the bylaws. Solely that portion of
the bylaws designating each full liability participant is a public
record.

NEW SECTI ON.  Sec. 348. BOARD OF DI RECTORS, MANAGERS, OR MANAG NG
PARTI Cl PANTS. (1) The board of a state trust conpany nust consist of
not fewer than five directors, nmanagers, or managing participants.
Except for a limted liability trust conmpany in which managenent has
been retained by its participants, the principal executive officer of
the state trust conpany is a nenber of the board. The principal
executive officer acting in the capacity of board nenber is the board's
presiding officer unless the board elects a different presiding officer
to performthe duties as designated by the board.
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(2) Unless the director consents otherwise in witing, a person nay
not serve as director, manager, or nmanaging participant of a state
trust conpany if:

(a) The state trust conpany incurs an unreinbursed |oss
attributable to a charged-off obligation of or holds a judgnent agai nst
the person or an entity that was controlled by the person at the tine
of funding and at the tine of default on the | oan that gave rise to the
j udgnment or charged-off obligation;

(b) The person has been convicted of a felony; or

(c) The person has violated a provision of Washi ngton state | aw,
relating to loan of trust funds and purchase or sale of trust property
by the trustee, and the violation has not been corrected.

(3) If a state trust conpany other than a limted liability trust
conpany operated by managi ng partici pants does not elect directors or
managers before the sixty-first day after the date of its regular
annual neeting, the director may appoint a conservator under this title
to operate the state trust conpany and el ect directors or managers, as
appropriate. |If the conservator is unable to |ocate or el ect persons
wlling and able to serve as directors or managers, the director may
close the state trust conpany for |iquidation

(4) A vacancy on the board that reduces the nunber of directors,
managers, or nmanagi ng participants to fewer than five nust be fil ed not
later than the thirtieth day after the date the vacancy occurs. A
limted Iliability trust conpany wth fewer than five managing
participants nust add one or nore new participants or elect a board of
managers of not fewer than five persons to resolve the vacancy. After
thirty days after the date the vacancy occurs, the director may appoi nt
a conservator under this title to operate the state trust conpany and
el ect a board of not fewer than five persons to resolve the vacancy.
| f the conservator is unable to |ocate or elect five persons wlling
and able to serve as directors or managers, the director may cl ose the
state trust conpany for |iquidation.

(5) Before each termto which a person is elected to serve as a
director or nmanager of a state trust conpany, or annually for a person
who is a nmanagi ng participant, the person shall submt an affidavit for
filing in the mnutes of the state trust conpany stating that the
person, to the extent applicable:
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(a) Accepts the position and is not disqualified from serving in
t he position;

(b) WIIl not violate or knowngly permt an officer, director,
manager, managi ng participant, or enployee of the state trust conpany
to violate any | aw applicable to the conduct of business of the state
trust conpany; and

(c) WII diligently performthe duties of the position.

(6) An advisory director or manager is not considered a director if
t he advi sory director or manager:

(a) I's not elected by the sharehol ders or participants of the state
trust conpany;

(b) Does not vote on matters before the board or a commttee of the
board and is not counted for purposes of determ ning a quorum of the
board or commttee; and

(c) Provides solely general policy advice to the board.

NEW SECTI ON.  Sec. 349. REQUI RED BOARD MEETI NGS. The board of a
state trust conpany shall hold at I|east one regular neeting each
gquarter. At each regular neeting the board shall review and approve
the m nutes of the prior neeting and revi ew the operations, activities,
and financial condition of the state trust conpany. The board nmay
designate commttees fromanong its nmenbers to performthese duties and
approve or disapprove the conmmttees' reports at each regul ar neeting.
Al'l actions of the board nust be recorded in its m nutes.

NEW SECTION. Sec. 350. OFFICERS. (1) The board shall annually
appoint the officers of the state trust conpany, who serve at the
pl easure of the board. The state trust conpany nust have a princi pal
executive officer primarily responsible for the execution of board
policies and operation of the state trust conpany and an officer
responsi ble for the nai ntenance and storage of all corporate books and
records of the state trust conpany and for required attestation of
signatures. These positions nmay not be held by the same person. The
board may appoint other officers of the state trust conpany as the
board consi ders necessary.

(2) Unless expressly authorized by a resolution of the board
recorded in its mnutes, an officer or enployee may not create or
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di spose of a state trust conpany asset or create or incur a liability
on behalf of the state trust conpany.

(3) Unless otherw se approved by the director, the chief executive
officer, the president, the chief operating officer, or the chief
financial officer of a state trust conpany nust be a Washington state
resi dent.

NEW SECTI ON.  Sec. 351. CERTAIN CRIM NAL OFFENSES. (1) An
of ficer, di rector, manager, managi ng partici pant, enpl oyee,
shar ehol der, or participant of a state trust conpany commts an offense
if the person know ngly:

(a) Conceals information or a fact, or renoves, destroys, or
conceal s a book or record of the state trust conpany for the purpose of
concealing information or a fact fromthe director or an agent of the
director; or

(b) For the purpose of concealing, renoves or destroys any book or
record of the state trust conpany that is material to a pending or
anticipated | egal or adm nistrative proceedi ng.

(2) An officer, director, nmanager, nmanaging participant, or
enpl oyee of a state trust conpany commts an offense if the person
know ngly nakes a false entry in the books or records or in any report
or statenent of the state trust conpany.

(3) An offense under this sectionis a class B fel ony.

NEW SECTION. Sec. 352. BOARD S RESPONSIBILITY. The board of a
state trust conpany is responsi ble for the proper exercise of fiduciary
powers by the state trust conpany and each matter pertinent to the
exercise of fiduciary powers, including:

(1) The determ nation of policies;

(2) The investnment and disposition of property held in a fiduciary
capacity; and

(3) The direction and review of the actions of each officer,
enpl oyee, and comm ttee used by the state trust conpany in the exercise
of its fiduciary powers.

NEW SECTION. Sec. 353. BONDI NG REQUI REMENTS. The board of a
state trust conpany shall require protection and indemity for clients
i n reasonabl e amobunts consistent wwth the bonding requirenents for a
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state bank under RCW 30.12.030 (as recodified by this act) and as nay
further be established by rule adopted under this chapter, against
di shonesty, fraud, defalcation, forgery, theft, and other simlar
i nsurabl e | osses, with corporate insurance or surety conpanies.

NEW SECTION. Sec. 354. REPORTS OF APPARENT CRI ME. A trust
conpany that is the victimof a robbery, has a shortage of corporate or
fiduciary funds in excess of five thousand dollars, or is the victimof
an apparent or suspected m sapplication of its corporate or fiduciary
funds or property in any anount by a director, nanager, nmanagi ng
participant, officer, or enployee shall report such robbery, shortages,
or apparent or suspected msapplication to the director wthin
forty-eight hours after thetinme it is discovered. The initial report
may be oral if the report is pronptly confirmed in witing. The trust
conpany or a director, nanager, managing participant, officer,
enpl oyee, or agent is not subject to liability for defamation or
anot her charge resulting frominformation supplied in the report.

NEW SECTI ON. Sec. 355. ADM NI STRATION OF FIDUCI ARY PONERS
(1)(a) The board of directors is responsible for the proper exercise of
fiduciary powers by the trust conpany. Al matters pertinent thereto,
i ncluding the determ nation of policies, the investnent and di sposition
of property held in a fiduciary capacity, and the direction and review
of the actions of all officers, enployees, and commttees utilized by
the trust conpany in the exercise of its fiduciary powers, are the
responsibility of the board. In discharging this responsibility, the
board of directors nmay assign, by action duly entered in the m nutes,
the adm nistration of such of the trust conpany's fiduciary powers as
it may consider proper to assign to such directors, officers,
enpl oyees, or conmttees as it may desi gnate.

(b) A fiduciary account may not be accepted w thout the prior
approval of the board, or of the directors, officers, or commttees to
whom the board may have designated the performance of that
responsi bility.

(c) Awitten record shall be made of such acceptances and of the
relinquishment or closing out of all fiduciary accounts. Upon the
acceptance of an account for which the trust conpany has investnent
responsibilities a pronpt review of the assets shall be made. The
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board shall also ensure that at |east once during every cal endar year
thereafter, all the assets held in or for each fiduciary account where
t he bank has investnent responsibilities are reviewed to determ ne the
advi sability of retaining or disposing of such assets.

(2) Al officers and enpl oyees taking part in the operation of the
state trust institution shall be adequately bonded.

(3) Every qualified fiduciary subject to this section and
exercising fiduciary powers in this state shall designate, enploy, or
retain |egal counsel who shall be readily available to pass upon
fiduciary matters and to advise the trust conpany and its state trust
institution.

(4)(a) The state trust institution may utilize personnel and
facilities of other departnents of the trust conpany or its affiliates,
and other departnments of the trust conpany may utilize the personne
and facilities of the state trust institution or its affiliates only to
the extent not prohibited by law and as long as the separate identity
of the state trust institution is preserved.

(b) Pursuant to a witten agreenent, a trust conpany exercising
fiduciary powers may perform services related to the exercise of
fiduciary powers for another trust conpany or other entity, and may
purchase services related to the exercise of fiduciary powers from
anot her trust conpany or other entity.

(5) Fiduciary records shall be kept separate and distinct from
ot her records of the trust conpany and maintained in conpliance with
section 315 of this act. Al fiduciary records shall be kept and
retained for such time as to enable the fiduciary to furnish such
information or reports with respect thereto as may be required by the
di rector.

(6) Every such fiduciary shall keep an adequate record of all
pending litigation to which it is a party in connection with its
exercise of fiduciary powers.

NEW SECTION. Sec. 356. AUDIT COW TTEE. A commttee of
directors, exclusive of any active officers of the trust conpany, shal
at | east once during each cal endar year nake suitable audits of the
state trust institution or cause suitable audits to be nade by auditors
responsible only to the board of directors, and at such tinme shal
ascertain whether the departnent has been adm nistered in accordance
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with law, this section, and sound fiduciary principles. The board of
directors may elect, in lieu of such periodic audits, to adopt an
adequate continuous audit system A report of the audits and
exam nation required under this section, together wwth the action taken
t hereon, shall be noted in the mnutes of the board of directors.

NEW SECTI ON. Sec. 357. SHAREHCOLDERS- - ACTI ONS AUTHORI ZED W THOUT
MEETI NGS- - WRI TTEN CONSENT. (1) Any action required by this title to be
taken at a neeting of the shareholders of a state trust conpany, or any
action that may be taken at a neeting of such sharehol ders, may be
taken without a neeting if a consent in witing, setting forth the
action so taken, is signed by all of the shareholders entitled to vote
Wi th respect to the subject matter thereof.

(2) The consent has the sane force and effect as a unani nous vote
of sharehol ders and may be stated as such in any articles or docunents
filed under this title.

NEW SECTI ON.  Sec. 358. DI RECTORS, COWM TTEES- - ACTI ONS AUTHORI ZED
W THOUT MEETI NGS--WRI TTEN CONSENT. (1) Unless otherw se provided by
the articles of incorporation or bylaws, any action required by this
title to be taken at a neeting of the directors of a state trust
conpany, or any action which may be taken at any neeting of the
directors or of a commttee, may be taken wthout a neeting if
consented to in witing or by electronic transm ssion, setting forth
the action so taken, shall be signed by all of the directors, or all of
the nmenbers of the commttee, as the case nay be. Such consent has the
sane effect as a unani nous vote.

(2) For purposes of this section, the term "electronic
transm ssion” neans any form of conmunication not involving the
transm ssion of paper that creates a record that may be retained,
retrieved, and reviewed by a recipient thereof and that may be directly
reproduced in paper form by such recipient through an automated
process.

NEWSECTI ON. Sec. 359. DI RECTORS, COWM TTEES- - MEETI NGS AUTHCRI ZED
BY CONFERENCE TELEPHONE OR SI M LAR COVMUNI CATI ONS EQUI PMENT.  Except as
may be otherw se restricted by the articles of incorporation or byl aws
of a state trust conpany, nenbers of its board of directors or any
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commttee designated by its board of directors may participate in a
nmeeting of the board or coomttee by neans of a conference tel ephone or
simlar comunications equipnent by mneans of which all persons
participating in the neeting can hear each other at the sane tine.
Participation by such neans shall constitute presence, in person, at a
meet i ng.

STATE TRUST COVPANI ES- - TRUST DEPOSI TS AND COMMON TRUST FUNDS

NEW SECTION. Sec. 360. GENERAL PRCH BITION ON DEPCSI T TAKI NG
Except as authorized by this chapter or other governing |law, a trust
conpany may not take or hold deposits of funds in this state unless:

(1) It is authorized to do business in this state as a depository
institution; and

(2) Conplies wth all applicable federal and state l|laws and
regul ati ons respecting the taking and handl i ng of nonetary deposits.

NEW SECTION. Sec. 361. TRUST DEPCSI TS AS A CLIENT | NVESTMENT- -
SECURI TY FUND. (1) The director may establish by rule a plan for the
safe and sound deposit of trust funds by a state trust conpany wth
itself as an investnent, if:

(a) The investnent of the trust deposits is authorized in witing
by the settlor or the beneficiary;

(b) The state trust conpany nmaintains as security for the trust
deposits a separate fund of securities, which are perm ssible for trust
i nvestnments, under control of a federal reserve bank or a clearing
corporation, either inthis state or el sewhere;

(c) The total market value of the security is at all tines at |east
equal to the anobunt of the deposit;

(d) The separate fund is designated as security for trust deposits;

(e) The separate fund is maintai ned under the control of a bank or
gover nnment agency; and

(f) The state trust conpany conplies with such other terns and
conditions as the director may establish by rule in the interest of
safety and soundness and protection of the public.

(2) A state trust conpany may nake periodic withdrawals from or
additions to the securities fund required by subsection (1) of this
section as long as the required val ue i s maintained.
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(3) Incone fromthe securities in the fund belongs to the state
trust conpany.

NEW SECTI ON.  Sec. 362. COVMON TRUST FUNDS. (1) Consistent with
RCW 11. 102. 010, a state trust conpany may establish comobn trust funds
to provide investnent to itself as a fiduciary.

(2) The director may adopt rules to adm nister and carry out this
section and RCW 11.102.010, including but not limted to rules to
establish investnent and participation |limtations, disclosure of fees,
audit requirenents, limt or expand i nvestnent authority for particul ar
cl asses or categories of securities or other property, advertising,
exenptions, and other requirenents that nay be necessary to carry out
this section.

STATE TRUST COVPANI ES- - PRUDENTI AL FI DUCI ARY STANDARDS

NEW SECTION. Sec. 363. PRUDENTIAL FIDUCI ARY STANDARDS. (1)
Except to the extent federal preenption of state law is applicable in
relation to trusts governed under the federal enploynent retirenent
i ncone security act, a state trust conpany acting as a trustee or other
fiduciary shall conply with all applicable provisions of this title and
with chapters 11.97, 11.98, 11.100, 11.102, 11.104A, 11.106, and 11.108
RCW and with chapter 11.110 RCW in the case of a charitable trust.

(2) The director has broad adm nistrative authority to establish by
rule or interpretation principles-based standards for exam nation,
supervi sion, and enforcenent of a state trust conpany by the departnent
inrelation to conpliance with this title, including subsection (1) of
this section.

NEW SECTI ON.  Sec. 364. FEE DETERM NATI ON. (1) The conpensation
arrangenment between a client and a trustee or any other fiduciary
pursuant to this title shall be at armis Iength and any conpensati on
pursuant to such arrangenent shall be a reasonable anmpbunt with respect
to the services rendered.

(2) This section does not apply to arrangenments not invol ving trust
or client assets.
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NEW SECTI ON.  Sec. 365. DI SCLOSURE OF CONFLICTS OF INTEREST. In
addition to the provisions set out in RCW11.98.078, if a conflict of
interest may reasonably be expected to have a material adverse inpact
on the trustee's judgnent inits provision of services to such client,
the trustee nust provide a reasonable disclosure of such conflict to
such client.

OUT- OF- STATE TRUST | NSTI TUTI ONS

NEW SECTION. Sec. 366. TRUST BUSINESS AT A TRUST OFFICE. An
out-of-state trust institution that neets the requirenents of this
chapter is not required to maintain a physical trust office in this
state. An out-of-state trust institution that does not operate a trust
office in this state and that neets the requirenents of this chapter
may establish and maintain a newtrust office inthis state.

NEW SECTION. Sec. 367. PREEXI STING APPROVED QUT- OF- STATE TRUST
| NSTI TUTI ONS. Notwi t hstandi ng any other provision of this title, an
out-of-state trust institution that conplies with sections 368(1) and
402 of this act is exenpt fromthe requirenents of sections 369 and 370
of this act.

NEW_ SECTION. Sec. 368. TRUST BUSINESS OF OUT-OF STATE TRUST
| NSTI TUTI ON- - PREREQUI S| TE OF RECI PROCI TY. (1) Except as authorized by
federal law or by another |law of this state, an out-of-state trust
institution shall not be permtted to engage in a trust business in
this state on nore favorable terns and conditions than the terns and
conditions on which state trust conpanies incorporated under this title
and savings banks engaged in trust business under RCW 32.08. 140,
32.08. 142, 32.08.210, and 32.08.215 are permtted to engage in trust
busi ness in such other state.

(2) The out-of-state trust institution may exercise additional
powers and authorities that are authorized under the laws of its hone
state if the director determnes in witing that the exercise of the
addi ti onal powers and authorities in this state will not threaten the
safety and soundness of trust institutions in this state and serves the
conveni ence and needs of Washi ngton consuners.
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NEW SECTION. Sec. 369. REQUI REMENT OF NOTICE. An out-of-state
trust institution desiring to engage in trust business in this state
shall provide, or cause its hone state regulator to provide, witten
notice to the director of its intent to engage in trust business in
this state, acconpani ed by:

(1) Satisfactory witten evidence of a certificate of authority to
engage in trust business in its honme state, or equivalent, fromits
home state regul ator;

(2) A copy of the resolution adopted by the board of directors of
such out-of-state trust institution authorizing the out-of-state trust
institution to engage in trust business in this state;

(3) Witten evidence of conpliance with the requirenents of the
director set forth in subsection (1) of this section; and

(4) A filing fee, if any, as prescribed by the director under
authority of RCW30.04.070 (as recodified by this act).

NEW SECTION. Sec. 370. CONDI TIONS FOR APPROVAL. (1) Except as
authorized by section 402 of this act, an out-of-state trust
institution may not engage in trust business in this state unless:

(a) The out-of-state trust institution has confirnmed in witing to
the director that for as long as it maintains a trust office in this
state, it will conply wwth all applicable laws of this state.

(b) The out-of-state trust institution has provided satisfactory
evidence to the director of conpliance with (i) any applicable
requi rements of chapter 23B.15 or 25.15 RCW and (ii) the applicable
requi renents of its hone state regulator for engaging in trust business
in both its hone state and this state.

(c) The director, acting within sixty days after receiving notice
under section 369 of this act, has certified to the honme state
regul ator that the requirenents of this chapter have been net and the
noti ce has been approved or, if applicable, that any conditions inposed
by the director pursuant to subsection (2) of this section have been
satisfied.

(2) The out-of-state trust institution may commence engaging in
trust business in this state on the sixty-first day after the date the
director receives the notice unless the director specifies an earlier
or |ater date.
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(3) The period of review in subsection (2) of this section may be
extended by the director on a determnation that the witten notice
rai ses issues that require additional information or additional tine
for anal ysis. If the period of review is extended, the out-of-state
trust institution my engage in trust business in this state only on
prior witten approval by the director.

NEW SECTI ON. Sec. 371. ADDI TI ONAL TRUST OFFI CES. An out-of-state
trust institution that naintains a trust office in this state under
this chapter may establish or acquire additional trust offices in this
state to the sane extent that a state trust conpany may establish or
acquire additional offices in this state.

NEW_ SECTION. Sec. 372. EXAM NATIONS OF OUT-OF- STATE TRUST
| NSTI TUTI ONS- - PERI ODI C REPORTS- - COOPERATI VE AGREEMENTS- - ASSESSMENT  OF
FEES. (1) To the extent consistent with subsections (3), (4), and (5)
of this section, the director my make such exam nations and
i nvestigations of an out-of-state trust institution engaged in trust
business in this state as the director may deemnecessary to determ ne
whet her the out-of-state trust institution is being operated and
mai ntai ned in a safe and sound manner in a manner affecting this state.
Unl ess otherw se prescribed by rule, the provisions of Title 30 RCW(as
recodified by this act) applicable to exam nation or investigation of
banks shall apply to such examnations or investigations of
out-of-state trust institutions.

(2) The director nmay require periodic reports regarding any
out-of-state trust institution engaged in trust business in this state.
The required reports shall be provided by such out-of-state trust
institution or by the hone state regulator. Any reporting requirenents
prescribed by the director wunder this subsection shall be (a)
consistent with the reporting requirenents applicable to state trust
conpani es and (b) appropriate for the purpose of enabling the director
to carry out his or her responsibilities under this chapter.

(3) The director may enter into cooperative, coordinating, and
i nformati on-sharing agreenents wth any other trust institution
supervi sory agency with respect to the periodic exam nation or other
supervision of an out-of-state trust institution engaging in trust
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business in this state, and the director may accept the report of
exam nation and report of investigation of such agency in lieu of
conducting his or her own exam nation or investigation.

(4) The director my enter into contracts wth any trust
institution supervisory agency that has concurrent jurisdiction over an
out-of-state trust institution engaged in trust business in this state
to engage the services of such agency's exam ners at a reasonable rate
of conpensation, or to provide the services of the director's exam ners
to such agency at a reasonable rate of conpensation. Any such contract
shall be deened a sole source contract to the extent permtted under
Washi ngton state | aw.

(5 The director may enter into joint examnations or joint
enforcenent actions with other trust institutions supervisory agencies
havi ng concurrent jurisdiction over any out-of-state trust institution
engaged in trust business in this state or by a state trust conpany
doi ng busi ness in any host state.

(6) Notwithstanding any other provision of this section, the
director may at any tine take enforcenent action independently if the
di rector deens such actions to be necessary or appropriate to carry out
his or her responsibilities under this title or to ensure conpliance
with the laws of this state. However, in the case of an out-of-state
trust institution, the director shall recogni ze the exclusive authority
of the hone state regul ator over corporate governance nmatters and the
primary responsibility of the honme state regulator with respect to
safety and soundness matters.

(7) An out-of-state trust institution that engages in trust
business in this state and which is subject to exam nation by the
di rector under any cooperative agreenent between the director and the
hone state of the out-of-state trust institution, may be subject to
supervi sory, exam nation, and other fees, wunder authority of such
cooperative agreenent, RCW 30.04.070 (as recodified by this act), and
as may be specified by rule.

NEW SECTION. Sec. 373. ENFORCEMENT. (1) Consistent with the
Washi ngton adm ni strative procedure act, chapter 34.05 RCW and in the
manner provided for enforcenent action against a state trust conpany
under this title, after notice and opportunity for hearing, the
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director may determ ne an out-of-state trust institution engaging in
trust business in this state is in violation of any provision of the
| aws of this state or is operating in an unsafe and unsound manner.

(2) The director shall have the authority to take all such
enforcenment actions as he or she would be enpowered to take if the
out-of-state trust institution were a state trust conpany, including
but not Iimted to issuing an order tenporarily or permanently
prohi biting the out-of-state trust institution from engaging in trust
business in this state.

(3) The director may make a witten finding that an out-of-state
trust institution engaging in or proposing to engage in a trust
business in this state does not neet the requirenents for engaging in
trust business in this state pursuant to this chapter or section 402 of
this act, which finding shall be effective on the date of issuance or
such other date as the director shall determ ne.

(4) In cases involving extraordinary circunstances requiring
i medi ate action, the director may issue a tenporary order wthout
advance notice or opportunity for hearing, subject to the out-of-state
trust institution's right to petition for judicial reviewin the sane
manner as a state trust conpany under this title.

(5) The director will give notice to the hone state regul ator of
each enforcenent action taken against an out-of-state trust institution
and, to the extent practicable, will consult and cooperate with the

home state regulator in pursuing and resol ving such enforcenent action.

NEW SECTI ON.  Sec. 374. NOTI CE OF SUBSEQUENT MERCGER, CLOSI NG ETC
Each out-of-state trust institution that maintains an office in this
state pursuant to this chapter, or the hone state regulator of such
trust institution, shall give at least thirty days' prior witten
notice, or in the case of an energency transaction, such shorter notice
as is consistent wwth applicable state or federal law, to the director
of :

(1) Any nerger, consolidation, or other transaction that would
cause a change of control wth respect to such out-of-state trust
institution or any bank holding conpany that controls such trust
institution, with the result that an application would be required to
be filed pursuant to the federal change in bank control act of 1978, 12
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US. C Sec. 1817(j), or the federal bank hol di ng conpany act of 1956,
12 U.S.C. Sec. 1841 et seq., or any successor statutes thereto;

(2) Any transfer of all or substantially all of the trust accounts
or trust assets of the out-of-state trust institution to another
person; or

(3) The closing or disposition of any office inthis state.

NEW _SECTION. Sec. 375. FUNCTIONALLY UNREGULATED QUT- OF- STATE
TRUST | NSTI TUTI ONS. Notw t hstanding any other provision of this
chapter, an out-of-state trust institution engaging in trust business
inthis state, which is not an exenpt person under section 306 of this
act and which by reason of the laws of its hone state is not subject to
any supervision, exam nation, or other safety and soundness oversi ght
by a hone state regulator, shall be subject to all the requirenents of
a state trust conpany under this title.

STATE TRUST COVPANI ES- - VOLUNTARY DI SSCLUTI ON AND LI QUI DATI ON

NEW SECTION. Sec. 376. REQU RED VOTE OF SHAREHOLDERS. A state
trust conpany may go into voluntary |iquidation and be cl osed, and may
surrender its charter and franchise as a corporation of this state by
the affirmative votes of its shareholders owning two-thirds of its
stock or participation shares.

NEW SECTI ON.  Sec. 377. CORPORATE PROCEDURE. Shar ehol der acti on
to liquidate a state trust conpany shall be taken at a neeting of the
shar ehol ders or participants duly called by resolution of the board of
directors or nenbers, witten notice of which, stating the purpose of
the neeting, shall be mailed to each sharehol der or participant, or in
case of a shareholder's or participant's death, to such sharehol der's
or participant's |legal representative or heirs at |aw, addressed to the
sharehol der's or participant's |ast known residence ten days previous
to the date of such neeting. |f stockholders or participants shall, by
the required vote, elect to liquidate a trust conpany, a certified copy
of all proceedings of the neeting at which such action shall have been
taken, verified by the oath of the president and secretary, shall be
transmtted to the director for approval.
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NEW SECTI ON. Sec. 378. AUTHORITY TO LI QUI DATE- - PUBLI CATI ON. | f
the director approves the liquidation, the director shall issue to the
state trust conpany a permt for such purpose. A permt shall not be
i ssued by the director until the director is satisfied that provision
has been made by the state trust conpany to satisfy and pay off al
creditors. |If not so satisfied, the director shall refuse to issue a
permt, and is authorized to take possession of the state trust conpany
and its assets and business, and hold the sanme and |iquidate the state
trust conpany in the manner provided in this title. Wen the director
approves the voluntary liquidation of a state trust conpany, the
directors of that state trust conpany shall cause to be published in a
newspaper in the county in which the sane is located, or if no
newspaper i s published in such county, then in a newspaper having a
general circulation in such county, a notice that the state trust
conpany is closing down its affairs and going into |iquidation, and
notify its creditors to present their clainms for paynment. Such notice
shal | be published once a week for four consecutive weeks.

NEW SECTI ON.  Sec. 379. EXAM NATI ON AND REPORTS. When any state
trust conmpany is in process of voluntary liquidation, it is subject to
exam nation by the director, and shall furnish such reports fromtine
to time as may be called for by the director.

NEW SECTION. Sec. 380. UNCLAI MED PROPERTY. Al | uncl ai ned
property remaining in the hands of a |iquidated state trust conpany is
subj ect to the provisions of chapter 11.08 RCW

NEW SECTI ON. Sec. 381. SELL OR TRANSFER OF PROPERTY. Any state
trust conpany nmay sell and transfer to any other trust institution,
whet her state or federally chartered, all of its assets of every kind
upon such terns as may be agreed upon and approved by the director and
by two-thirds vote of its board of directors or nenbers. A certified
copy of the m nutes of any neeting at which such action is taken, under
the oath of the president and secretary, together with a copy of the
contract of sale and transfer, shall be filed with the director.
Whenever voluntary liquidation shall be approved by the director or the
sale and transfer of the assets of any state trust conpany shall be
approved by the director, a certified copy of such approval, filed in
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the office of the secretary of state, shall authorize the cancellation
of the charter of such state trust conpany, subject, however, to its
continued existence, as provided by this title and the general |aw
relative to corporations.

STATE TRUST COVPANI ES- - | NVOLUNTARY
DI SSOLUTI ON AND LI QUI DATI ON

NEW SECTION. Sec. 382. WHEN DI RECTOR MAY TAKE POSSESSI ON. (D
After the expiration of thirty days fromthe director's witten notice
to correct an unsafe condition of the state trust conpany, the director
may take possession of the business and property of a state trust
conpany to which this title is applicable whenever it appears that the
state trust conpany:

(a) Has violated the terns of its certificate of authority or any
| aws applicabl e thereto;

(b) I's conducting its business in an unauthorized or unsafe manner;

(c) I's in an unsafe or unsound condition to transact its business;

(d) Has an inpairnment of its capital;

(e) Has becone ot herw se insolvent;

(f) Has neglected or refused to conply with the ternms of a duly
i ssued | awful order of the director;

(g0 Has refused, wupon proper demand, to submt its records,
affairs, and concerns for inspection and examnation of a duly
appoi nted or authorized exam ner of the director;

(h) Through its officers, has refused to be exam ned upon oath
regarding its affairs; or

(i) Has made a voluntary assignnent of its assets to trustees.

(2) Notw thstanding the notice requirenent in subsection (1) of
this section, the director may wi thout notice seize and take i mmedi ate
possession of a state trust conpany if it appears to the director that
the conditions of the state trust conpany are so hazardous that they
pose an immnent threat to the general public or the interests of the
state trust conpany's clients.

NEW__SECTION. Sec. 383. MJTUAL CONSENT TO DI SSOLUTION AND
LI QUI DATI ON. If the director consents, any state trust conpany nay
voluntarily place its assets and business under the control of the
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director for liquidation by a resolution of a mgjority of its directors
or menbers upon notice to the director. Upon taking possession of the
state trust conpany, the director, or duly appointed agent, shall
retain possession thereof until the state trust conpany is authorized
by the director to resune business or until the affairs of the state
trust conpany are fully liquidated as provided in this chapter. A
state trust conpany shall not nmake any general assignnment for the
benefit of its creditors except by surrendering possession of its
assets to the director, as provided in this section. Wenever any
state trust conpany for any reason suspends operations for any |length
of time, the state trust conpany shall, imrediately upon such
suspensi on of operations, be deened in the possession of the director
and subject to liquidation under this chapter.

NEW SECTION. Sec. 384. OTHER REQUI REMENTS FOR | NVOLUNTARY
DI SSOLUTI ON AND LI QUI DATI ON. (1) To the greatest extent consistent
with this title, the standards, terns and conditions, and procedures
for involuntary dissolution and liquidation of a state trust conpany
shall conformto the provisions of chapter 30.44 RCW(as recodified by
this act), excluding RCW 30.44.010, 30.44.020, and 30.44.270 (as
recodified by this act) related to involuntary dissolution and
[ iquidation of a bank, including the right to judicially contest the
director's action as provided in RCW 30.44.030 (as recodified by this
act).

(2) The director may by rule establish a uniformset of procedures
consistent wwth this chapter.

STATE TRUST COVPANI ES- - SUPERVI SCRY
DI RECTI ON AND CONSERVATORSHI P

NEW _SECTION. Sec. 385. SUPERVI SCRY DI RECTI ON. (1) If upon
exam nation or at any other tinme it appears to the director that a
state trust conpany is in an unsafe condition and its condition is such
as to render the continuance of its business hazardous to the public or
toits clients, or if the state trust conpany appears to have exceeded
its powers or has failed to conply with the law, or if the state trust
conpany gives its consent, then the director shall upon his or her
determnation (a) notify the state trust conpany of his or her
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determ nation, (b) furnish to the state trust conpany a witten |ist of
the director's requirenments to abate his or her determ nation, and (c)
if the director nakes further determnation to directly supervise, he
or she shall notify the state trust conpany that it is under the
supervisory direction of the director and that the director is invoking
the provisions of this chapter. |[|f placed under supervisory direction
the state trust conpany shall conply with the [awful requirenents of
the director within such time as provided in the notice of the
director, subject however, to the provisions of this chapter. |If the
state trust conpany fails to conply within such tinme the director may
appoi nt a conservator.

(2) To the greatest extent consistent with this title, the
standards, terns and conditions, and procedures of supervisory
direction, and abatenment therefrom shall be consistent with chapter
30.46 RCW (as recodified by this act) related to supervisory direction
of banks.

(3) The director nay establish rules related to supervisory
direction consistent with this section.

NEW SECTI ON. Sec. 386. CONSERVATORSHI P. (1) After the period of
supervisory direction specified by the director for conpliance, if he
or she determnes that the state trust conpany has failed to conply
with the lawful requirenents inposed, the director nay appoint a
conservator, who shall imediately take charge of such state trust
conpany and all of its property, books, records, and effects.

(2) The conservator shall conduct the business of the state trust
conpany and take such steps toward the renoval of the causes and
condi tions which have necessitated such order, as the director may
direct.

(3) During the pendency of the conservatorship, the conservator
shall make such reports to the director fromtinme to tinme as may be
required by the director, and shall be enpowered to take all necessary
neasures to preserve, protect, and recover any assets or property of
the state trust conpany, including clains or causes of actions
bel onging to or which may be asserted by the state trust conpany, and
to deal with the sane in his or her own nane as conservator, and shal
be enpowered to file, prosecute, and defend any suit and suits which
have been filed or which may thereafter be filed by or against the
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state trust conpany which are deened by the conservator to be necessary
to protect all of the interested parties for a property affected
t her eby.

(4) The director, or any newly appointed assistant, may be
appoi nted to serve as conservator.

(5) If the director, however, is satisfied that the state trust
conpany is not in condition to continue business in the interest of its
clients wunder the conservator, the director may proceed wth
appropriate renedi es provided by other provisions of this title.

(6) The powers, duties, privileges, and immunities of a conservator
appoi nted under this chapter shall be subject to all other applicable
provisions of this title related to appoi ntnent of conservators and to
all other provisions of chapter 30.46 RCW (as recodified by this act)
related to the appoi ntnment of and service by conservators in relation
to banks.

(7) The director nmay establish rules related to conservatorship of
state trust conpani es consistent with this section.

STATE TRUST COVPANI ES- - MERGER, CONSCLI DATI ON, AND CONVERSI ON
NEW SECTI ON. Sec. 387. APPLICABILITY OF CHAPTER  This chapter

applies to any nerger or consolidation in which a state trust conpany
is a party.

NEW SECTI ON. Sec. 388. DEFINITIONS. Unless the context clearly
requires otherwi se, the definitions in this section apply throughout
this chapter.

(1) "Merger" includes consolidation.

(2) "Merging trust conpany” neans a party to a nerger.

(3) "Resulting trust conpany” neans the trust conpany resulting
froma nerger

(4) "Vote of stockholders”™ or "vote of classes of stockhol ders”
means only a vote of those entitled to vote under the ternms of such
shar es.

NEW SECTION. Sec. 389. APPROVAL BY DI RECTOR-- REQUI RED. Upon
approval by the director, trust conpanies nmay be nerged to result in a
trust conpany.
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NEW SECTI ON.  Sec. 390. CONTENTS OF MERGER AGREEMENT- - APPROVAL BY
EACH BOARD OF DI RECTORS- - REQUI REMENTS FOR DI RECTOR S APPROVAL. (1) The
board of directors of each nmerging trust conpany shall, by a mgjority
of the entire board, approve a nerger agreenent that nust contain:

(a) The nane of each nmerging trust conpany and | ocation of each
of fice;

(b) Wth respect to the resulting trust conpany, (i) the nanme and
| ocation of the principal and other offices; (ii) the name and mailing
address of each director to serve until the next annual neeting of the
stockhol ders; (iii) the name and nmailing address of each officer; (iv)
t he amount of capital, the nunber of shares, and the par value, if any,
of each share; and (v) the anendnents to its charters and byl aws;

(c) Provisions governing the exchange of shares of the nerging
trust conpanies for such consideration as has been agreed to in the
nmer ger agreemnent;

(d) A statenent that the agreenent is subject to approval by the
di rector and the stockhol ders of each mergi ng trust conpany;

(e) Provisions governing the manner of disposing of the shares of
the resulting trust conpany if the shares are to be issued in the
transaction and are not taken by dissenting shareholders of nerging
trust conpani es; and

(f) Any other provisions the director requires to discharge his or
her duties with respect to the merger.

(2) After approval by the board of directors of each nergi ng trust
conpany, the nerger agreenent shall be submtted to the director for
approval, together with certified copies of the authorizing resol utions
of each board of directors show ng approval by a majority of the entire
board. Wthin sixty days after receipt by the director of the nerger
agreenment and resolutions, the director shall approve or disapprove of
the nerger agreenment, and if no action is taken, the agreenent is
deened approved. The director shall approve the agreenent if it
appears that the:

(a) Resulting trust conpany neets the requirenents of state | aw as
to the formati on of a new trust conpany;

(b) Agreenent provides an adequate capital in relation to the
deposit liabilities, if any, of the resulting trust conpany and its
other activities which are to continue or are to be undertaken;

(c) Agreenent is fair; and
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(d) Merger is not contrary to the public interest.

| f the director disapproves an agreenent, he or she shall state his
or her objections and give an opportunity to the merging trust conpany
to anmend the nmerger agreenent to obviate such objections.

NEW SECTI ON.  Sec. 391. APPROVAL BY STOCKHOLDERS- - VOTI NG - NOTI CE.
(1) To be effective, a nerger that isto result in a trust conpany nust
be approved by the stockhol ders of each nerging trust conpany by a vote
of two-thirds of the outstanding voting stock of each class at a
nmeeting called to consider such action. This vote shall constitute the
adoption of the charter and bylaws of the resulting trust conpany,
i ncludi ng the amendnents in the nerger agreenent.

(2) Unless waived in witing, notice of the neeting of stockhol ders
shall be given by publication in a newspaper of general circulation in
the place where the principal office of each nerging trust conpany is
| ocated, at |east once each week for four successive weeks, and by
mail, at least fifteen days before the date of the neeting, to each
st ockhol der of record of each nmerging trust conpany at the address on
t he books of the stockholder's trust conpany. No notice of publication
need be given if witten waivers are received from the holders of
two-thirds of the outstanding shares of each class of stock. The
notice shall state that dissenting stockholders wll be entitled to
paynment of the value of only those shares which are voted against
approval of the plan.

NEW SECTI ON. Sec. 392. EFFECTI VE DATE OF MERGER- - CERTI FI CATE OF
VERCER. (1) A nerger that is to result in a trust conpany shall,
unless a later date is specified in the agreenent, becone effective
after the filing with and upon the approval of the director of the
executed agreenment together with copies of the resolutions of the
st ockhol ders of each nmerging trust conpany approving it, certified by
the trust conpany's president or a vice president and a secretary. The
charters of the nmerging trust conpanies, other than the resulting trust
conpany, shall immediately after that automatically term nate

(2) The director shall immediately after that issue to the
resulting trust conpany a certificate of nerger specifying the nane of
each nerging trust conpany and the nanme of the resulting trust conpany.
The certificate shall be conclusive evidence of the nerger and of the
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correctness of all proceedings regarding the nerger in all courts and
pl aces, and nmay be recorded in any office for the recording of deeds to
evidence the new nanme in which the property of the nerging trust
conpani es i s hel d.

NEW SECTI ON.  Sec. 393. RESULTI NG TRUST COVPANY- - PROPERTY, RI GHTS,
PONERS, AND DUTIES. (1) Aresulting trust conpany is the sane busi ness
and corporate entity as each nerging trust conpany with all property,
rights, powers, and duties of each nmerging trust conpany, except as
affected by state |aw and by the charter and bylaws of the resulting
trust conpany. Aresulting trust conpany has the right to use the nane
of any nmergi ng trust conpany whenever it can do any act under such nane
nore conveniently.

(2) Any reference to a nerging trust conpany in any witing,
whet her executed or taking effect before or after the nerger, is a
reference to the resulting trust conpany if not inconsistent wth the
ot her provisions of that witing.

NEW SECTI ON.  Sec. 394. DI SSENTI NG SHAREHOLDERS- - MAY RECEI VE VALUE
| N CASH- - APPRAI SAL. (1) The owner of shares of a trust conpany that
were voted against a nerger to result in a trust conpany shall be
entitled to receive their value in cash, if and when the nerger becones

effective, upon witten demand made to the resulting trust conpany at
any time within thirty days after the effective date of the nerger
acconpani ed by the surrender of the stock certificates. The val ue of
the shares shall be determ ned, as of the date of the stockhol ders’
nmeeting approving the nmerger, by three appraisers, one to be selected
by the owners of two-thirds of the dissenting shares, one by the board
of directors of the resulting trust conpany, and the third by the two
so chosen. The valuation agreed upon by any two appraisers shal
govern. If the appraisal is not conpleted within ninety days after the
mer ger becones effective, the director shall cause an appraisal to be
made.

(2) The dissenting shareholders shall bear, on a pro rata basis
based on nunmber of dissenting shares owned, the cost of their appraisal
and one-half of the cost of a third appraisal, and the resulting trust
conpany shall bear the cost of its appraisal and one-half of the cost
of the third appraisal. |If the director causes an appraisal to be
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made, the cost of that appraisal shall be borne equally by the
di ssenting shareholders and the resulting trust conpany, wth the
di ssenting sharehol ders sharing their half of the cost on a pro rata
basi s based on nunber of dissenting shares owned.

(3) The resulting trust conmpany may fix an anount which it
considers to be not nore than the fair market value of the shares of a
merging trust conpany at the tinme of the stockholders' neeting
approving the nmerger, that it wll pay dissenting sharehol ders of the
trust conpany entitled to paynent in cash. The anount due under an
accepted offer or under the appraisal shall constitute a debt of the
resul ting trust conpany.

NEW SECTION. Sec. 395. VALUATION OF ASSETS--BOOKS OF MERG NG
TRUST COWPANY. W thout approval by the director, no asset shall be
carried on the books of the resulting trust conpany at a valuation
hi gher than that on the books of the nmerging trust conpany at the tine
of its last exam nation by a state trust exam ner before the effective
date of the nmerger or conversion

NEW SECTI ON.  Sec. 396. SALE OF ASSETS. (1) The board of a state
trust conpany, with the director's approval, my cause a state trust
conpany to sell all or substantially all of its assets, including the
right to control accounts established with the trust conpany, w thout
shar ehol der or participant approval if the director finds:

(a) The interests of the state trust conpany's clients, depositors,
and creditors are jeopardized because of insolvency or inmmnent
i nsol vency of the state trust conpany; and

(b) The sale is in the best interest of the state trust conpany's
clients and creditors.

(2) A sale under this section nust include an assunption and
prom se by the buyer to pay or otherw se di scharge:

(a) Al of the state trust conpany's liabilities to clients and
depositors;

(b) Al of the state trust conpany's liabilities for salaries of
the state trust conpany's enployees incurred before the date of the
sal e;

(c) oligations incurred by the director arising out of the
supervi sion or sale of the state trust conpany; and
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(d) Fees and assessnents due the departnent.

(3) This section does not limt the incidental power of a state
trust conpany to buy and sell assets in the ordinary course of
busi ness.

(4) This section does not affect the director's authority to take
action under another | aw.
(5) The sale by a trust conpany of all or substantially all of its

assets wth shareholder or participant approval is considered a
vol untary dissolution and |iquidation and is governed by the voluntary
di ssolution and liquidation provisions of chapter 30.44 RCW (as

recodi fied by this act).

PRI VATE TRUSTS AND PRI VATE TRUST COVPANI ES

NEW SECTION.  Sec. 397. DEFINITIONS. Unless the context clearly
requires otherwise, the definitions in this section apply to the
provi sions of this chapter.

(1) "Change of control" neans to transfer or sell control of a
private trust or private trust conpany to a person or persons other
than famly nmenbers.

(2) "Common ancestor"” has the sanme neaning as an individual
referred to as a common ancestor in the internal revenue code, 26
U S C Sec. 1361(c)(1)(B)(ii), and excludes an individual who, on an
applicable date, is nore than six generations renoved fromthe youngest
generation of shareholders or holders of beneficial interests in a
private trust conpany.

(3) "Fam |y nenber"” neans an individual who is a commbn ancest or
a lineal descendant of such comon ancestor, or a spouse or forner
spouse of such common ancestor or such |ineal descendant.

(4) "Private trust" neans a trust created and nai ntai ned pursuant
to the Washington trust act, chapter 11.98 RCW or the | aws of another
state or foreign jurisdiction, in which:

(a) The trustee is a person who does not hold itself out to the
general public as being engaged in trust business; and

(b) Neither the trust nor the trustee, in the capacity of trustee
for the private trust, transacts business with the general public.

(5) "Private trust conpany” neans a conpany acting as a private
trust.
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(6) "Transact business with the general public" neans any sales,
solicitations, arrangenents, agreenents, or transactions to provide
trust or other business services, whether or not for a fee, comm ssion,
or any other type of renmuneration, with any client that is not a famly
menber or a sole proprietorship, partnership, joint venture,
associ ation, trust, estate, business trust, or other conpany that is
not one hundred percent owned or controlled by one or nore famly
menbers.

NEW SECTI ON. Sec. 398. PRI VATE TRUSTS AND PRI VATE TRUST COVPANI ES
EXEMPT- - EXCEPTI ON FOR CHANGE OF CONTROL. (1) A private trust or
private trust conpany is exenpt fromthe requirenent of a certificate
of authority or regulation under this title.

(2) Notw thstandi ng subsection (1) of this section, a transfer or
change of control of a private trust or private trust conpany to a
person or persons other than famly nenbers constitutes unauthorized
trust activity unless the resulting private trust conpany is a trust
institution authorized to do business in this state.

NEW SECTION. Sec. 399. CONVERSION TO PUBLIC TRUST COVPANY. A
private trust or private trust conpany which seeks to convert to one
transacting business with the general public in this state nust apply
for and obtain a certificate of authority as a state trust conpany
under chapter 30B.-- RCW (sections 321 through 332 of this act) or a
federal charter or charter fromanother state which would permt it to
conduct trust business and fiduciary activities in this state w thout
engagi ng i n unaut hori zed trust activity.

NEW SECTI ON.  Sec. 400. OTHER EXEMPTI ONS NOT AFFECTED BY CHAPTER
The provisions of this chapter do not affect the exenptions for persons
acting pursuant to section 306 of this act.

EFFECT ON PREEXI STI NG TRUST COVMPANI ES AND TRUST BUSI NESSES

NEW SECTI ON. Sec. 401. TRUST COVPANI ES UNDER FORMER Tl TLE 30 RCW
Trust conpanies under Title 30 RCW as it existed on the effective date
of this section, shall automatically succeed to and be subject to all

p. 175 SB 6135. SL



© 00 N O Ol bW

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35

powers and authorities, rights and obligations, privileges and
immunities, and discretions of a state trust conpany under this title.

NEW SECTION. Sec. 402. PREEXI STING APPROVED QUT- OF- STATE TRUST
| NSTI TUTIONS. (1) An out-of-state trust institution that has, prior to
the effective date of this section, obtained approval fromthe director
under authority of Title 30 RCW as it existed on the effective date of
this section, to engage in trust business in this state and has
continuously since the date of such approval held itself out to the
public as engaging in trust business in this state, shall be exenpt
from the requirement of notice to or obtaining approval from the
director pursuant to chapter 30B.-- RCW (sections 366 through 375 of
this act).

(2) For purposes of this section, the term"director” includes the
former office of the supervisor of banks that nerged into the
departnment under authority of chapter 43.320 RCW

(3) For purposes of this section, satisfactory evidence of approval
fromthe director may be established only by witten evidence that the
director gave his or her approval prior to the effective date of this
section in the form of a certificate of authority, declaration of
reciprocity between this state and the hone state of the out-of-state
trust institution, or the equivalent. Authorization fromthe secretary
of state to transact business inthis state as a foreign corporation or
foreign limted liability conpany is not by itself satisfactory
evi dence of such approval fromthe director.

(4) For purposes of this section, an out-of-state trust institution
wth satisfactory evidence of the director's approval to engage in
trust business prior to the effective date of this section is presuned
to have:

(a) Conplied with section 370(1) of this act; and

(b) Continuously held itself out to the public as engaging in trust
business in this state since the date of the director's approval by
denonstrating that it has maintained uninterrupted and w thout | apse
registration with the secretary of state as a foreign corporation under
chapter 23B.15 RCWor foreign limted liability conpany under chapter
25.15 RCW
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CONSTRUCT! ON

NEW SECTI ON.  Sec. 403. CONTI NUATION OF EXISTING LAW The
provisions of this title, insofar as they are substantially the sane as
statutory provisions repealed by this act and relating to the sane
subject matter, shall be construed as restatenents and continuati ons,
and not as new enactnents.

NEW SECTI ON. Sec. 404. TITLE, CHAPTER, SECTI ON HEADI NGS NOT PART
OF LAW Title headings, chapter or subchapter headi ngs, and section or
subsection headings as used in this title do not constitute any part of
t he | aw

NEW SECTI ON. Sec. 405. SEVERABILITY. I f any provision of this
act or its application to any person or circunstance is held invalid,
the remai nder of the act or the application of the provision to other
persons or circunstances i s not affected.

NEW SECTION. Sec. 406. PRIOR | NVESTMENTS OR TRANSACTI ONS NOT
AFFECTED. This title does not affect the legality of investnents, nade
prior to January 5, 2015, or of transactions had before January 5,
2015, pursuant to any provisions of law in force when such investnents
were made or transactions had.

SAVI NGS BANK ACT

NEW SECTION. Sec. 501. A new section is added to chapter 32.04
RCWto read as foll ows:

This title may be known and cited as the Washi ngton savi ngs bank
act .

Sec. 502. RCW 32.08.210 and 1994 c¢c 92 s 320 are each anended to
read as foll ows:

(1) A savings _bank has_the powers and authorities to engage in
trust business that a state comrercial bank authorized under RCW
30.08.150_ (as_recodified by this_ act) and_subject also_ to_ the
requi renents and conditions for engaging in trust business set forth in
this section.
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(2) A nutual savings bank shall have the power to act as trustee
under:

((H)) (&) A trust established by an inter vivos trust agreenent
or under the will of a deceased person.

((2r)) (b) A trust established in connection with any collective
bar gai ni ng agreenent or | abor negotiation wherein the beneficiaries of
the trust include the enployees concerned under the agreenent or
negotiation, or a trust established in connection with any pension,
profit sharing, or retirenent benefit plan of any corporation,
partnership, association, or individual, including but not limted to
retirement plans established pursuant to the provisions of the act of
congress entitled "Self-Enployed Individuals Tax Retirenent Act of
1962", as now constituted or hereafter anended, or plans established
pursuant to the provisions of the act of congress entitled "Enpl oyee
Retirement |Incone Security Act of 1974", as now constituted or
hereafter anmended.

(3) A mutual savings bank may be appointed to and accept the
appoi ntment of personal representative of the last will and testanent,
or admnistrator with wll annexed, of the estate of any deceased
person and to be appointed and to act as guardian of the estate of
mnors ((and)), inconpetent persons, and ((disabled)) persons with a
disability.

(4) The restrictions, limtations and requirenents in Title 30 RCW
(as_recodified by this_ act) shall apply to a nutual savings bank
exercising the powers granted under this section insofar as the
restrictions, limtations, and requirenents relate to exercising the
powers granted under this section. The incidental trust powers to act
as agent in the managenent of trust property and the transaction of
trust business in Title 30 RCW (as recodified by this act) shall apply
to a nutual savings bank exercising the powers granted under this
section insofar as the incidental powers relate to exercising the
powers granted under this section.

(5) Before engaging in trust business, a nutual savings bank shal
apply to the director on such formas he or she shall determ ne and pay
the sane fee as required for a state bank to engage in trust business.
I n considering such application the director shall ascertain fromthe
best source of information at his or her comand and by such
i nvestigation as he or she nmay deem necessary whet her the nanagenent
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and personnel of the nutual savings bank are such as to command
confidence and warrant belief that the trust business wll be
adequately and efficiently conducted in accordance with | aw, whether
the resources in the nei ghborhood of such place and in the surroundi ng
country afford a reasonable promse of adequate support for the
proposed trust business and whet her the resources of the nmutual savings
bank are sufficient to support the conduct of such trust business, and
that the nutual savings bank has and maintains, in addition to its
guaranty fund, undivided profits against which the depositors have no
prior claimin an anmount not |ess than would be required of a state
bank or trust conpany, which undivided profits shall be eligible for
investnment in the sanme manner as the guaranty fund of a nutual savings
bank. Wthin sixty days after receipt of such application, the
director shall either approve or refuse the sane and forthwith return
to the nutual savings bank a copy of the application upon which his or
her deci sion has been endorsed. The director shall not be required to

approve or refuse an application wuntil thirty days after any
appropriate approval has been obtained from a federal regulatory
agency. The applicant shall have the right to appeal from an

unfavorable determnation in accordance with the procedures of the
adm ni strative procedure act, chapter 34.05 RCW as now or hereafter
anended. A mutual savings bank shall not use the word "trust” inits
name, but may use the word "trust"” in its business or adverti sing.

SAVI NGS ASSOCI ATI ON ACT

NEW SECTION. Sec. 601. A new section is added to chapter 33.04
RCWto read as foll ows:

This title may be known and cited as the Wshington savings
associ ation act.

Sec. 602. RCW33.12.010 and 1994 c 92 s 435 are each anended to
read as follows:

An associ ation shall have the sanme capacity to act as possessed by
natural persons. An association has authority to perform such acts as
are necessary or proper to acconplish its purposes.

In addition to any other power an association may have, an
associ ation has authority:
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(1) To have and alter a corporate seal;

(2) To continue as an association for the tine limted in its
articles of incorporation or, if no such tinme limt is specified, then
per petual |l y;

(3) To sue or be sued in its corporate nane;

(4) To acquire, hold, sell, dispose of, pledge, nortgage, or
encunber property, as its interests and purposes nay require;

(5) To conduct business in this state and el sewhere as may be
permtted by law and, to this end, to conply with any | aw, regul ation,
or other requirenments incident thereto;

(6) To acquire capital in the formof deposits, shares, or other
accounts for fixed, mnimum or indefinite periods of tine as are
authorized by its bylaws, and may issue such passbooks, statenents,
time certificates of deposit, or other evidence of accounts;

(7) To pay interest;

(8) To charge reasonabl e service fees for services provided as part
of its business;

(9) To borrow noney and to pledge, nortgage, or hypothecate its
properties and securities in connection therewth;

(10) To collect or protest prom ssory notes or bills of exchange
owned or held as coll ateral by the association;

(11) To let vaults, safes, boxes, or other receptacles for the
saf ekeepi ng or storage of personal property, subject to the |laws and
regul ati ons applicable to and with the powers possessed by safe deposit
conpani es; and to act as escrow hol der;

(12) To act as fiscal agent for the United States of Anerica; to
pur chase, own, vote, or sell stock in, or act as fiscal agent for any
federal hone |oan bank, the federal housing adm nistration, hone
owners' | oan corporation, or other state or federal agency, organi zed
under the authority of the United States or of the state of Wshington
and authorized to loan to or act as fiscal agent for associations or to
i nsure savings accounts or nortgages; and in the exercise of these
powers, to conply with any requirenents of law or rules or orders
promul gated by such federal or state agency and to execute any
contracts and pay any charges in connection therewth;

(13) To procure insurance of its nortgages and of its accounts from
any state or federal corporation or agency authorized to wite such
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insurance and, in the exercise of these powers, to conply with any
requi rements of |aw or rules or orders pronulgated and to execute any
contracts and pay any prem uns required in connection therewth;

(14) To loan noney and to sell any of its notes or other evidences
of indebtedness, together with the collateral securing the sane;

(15) To nmeke, adopt, and anend bylaws for the managenent of its
property and the conduct of its business;

(16) To deposit nobneys and securities in any other association or
any bank or savings bank or other |ike depository;

(17) To dissolve and wind up its business;

(18) To collect or conprom se debts due to it and, in so doing, to
apply to the indebtedness the accounts of the debtors, and to receive,
as collateral or otherw se, other securities, property or property
rights of any kind or nature;

(19) To beconme a nenber of, deal with, or nmake reasonabl e paynents
or contribution to any organization to the extent that such
organi zation assists in furthering or facilitating the association's
pur poses, powers or community responsibilities, and to conply with any
reasonabl e conditions of eligibility;

(20) To sell noney orders, travel ers checks and simlar instrunents
as agent for any organization enpowered to sell such instrunents
t hrough agents within this state and to receive noney for transm ssion
t hrough a federal hone | oan bank;

(21) To service |oans and i nvestnents for others;

(22) To sell and to purchase nortgages or other |oans, including
participating interests therein;

(23) To use abbreviations, words or synbols in connection with any
docunent of any nature and on checks, proxies, notices and other
i nstrunments whi ch abbrevi ations, words, or synbols shall have the sane
force and | egal effect as though the respective words and phrases for
which they stand were set forth in full for the purposes of all
statutes of the state and all other purposes;

(24) To conduct a trust business under rules adopted by the
di rector pursuant to chapter 34.05 RCW ((and))

(25) To exercise the powers and authorities of a state commerci al
bank to engage in trust business under RCW 30.08.150 (as recodified by
this act) upon application to and approval by the director and subject
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requirenents and conditions that the director

nmay establish by rule;

to
an

(26) To exerci se,

aut hori zed officers and agents, al
necessary to carry on the business of the association.
The powers granted in

by and through its board of directors and duly

such

this section

RCW as aut hori zed by this act:

i nci dent al

shall not

powers as may be

be construed as

limting or enlarging any grant of authority nmade el sewhere by this
title.
TI TLE 30B CODI FI CATI ON
NEW SECTION. Sec. 701. The followng is applicable to Title 30B

(1) Sections 301 through 320 of this act constitute new chapter
in Title 30B RCWto be codified as chapter 30B. 04 RCW
(2) Sections 321 through 332 of this act constitute new chapter
Title 30B RCWto be codified as chapter 30B. 08 RCW
(3) Sections 333 through 345 of this act constitute new chapt er
Title 30B RCWto be codified as chapter 30B. 10 RCW
(4) Sections 346 through 359 of this act constitute new chapt er
Title 30B RCWto be codified as chapter 30B. 12 RCW
(5) Sections 360 through 362 of this act constitute new chapt er
Title 30B RCWto be codified as chapter 30B. 20 RCW
(6) Sections 363 through 365 of this act constitute new chapt er
Title 30B RCWto be codified as chapter 30B. 24 RCW
(7) Sections 366 through 375 of this act constitute new chapter
Title 30B RCWto be codified as chapter 30B. 38 RCW
(8) Sections 376 through 381 of this act constitute new chapt er
Title 30B RCWto be codified as chapter 30B. 44A RCW
(9) Sections 382 through 384 of this act constitute new chapt er
Title 30B RCWto be codified as chapter 30B. 44B RCW

(10) Sections 385 and 386 of this act constitute a new chapter in
Title 30B RCWto be codified as chapter 30B. 46 RCW

(11) Sections 387 through 396 of this act constitute a new chapter
in Title 30B RCWto be codified as chapter 30B. 53 RCW

(12) Sections 397 through 400 of this act constitute a new chapter
in Title 30B RCWto be codified as chapter 30B. 64 RCW
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(13) Sections 401 and 402 of this act constitute a new chapter in
Title 30B RCWto be codified as chapter 30B. 72 RCW and

(14) Sections 403 through 406 of this act constitute a new chapter
in Title 30B RCWto be codified as chapter 30B. 98 RCW

Passed by the Senate February 12, 2014.

Passed by the House March 5, 2014.

Approved by the Governor March 17, 2014.

Filed in Ofice of Secretary of State March 17, 2014.
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