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SUBSTITUTE SENATE BILL 6286

State of Washington 53rd Legislature 1994 Regular Session

By Senate Committee on Labor & Commerce (originally sponsored by

Senator A. Smith)
Read first time 02/01/94.

AN ACT Relating to technical corrections made necessary by
creation of the department of financial institutions; and amending RCW
11.102.010, 11.110.073, 19.100.010, 19.110.020, 21.30.010, 21.30.380,
30.04.010, 30.04.030, 30.04.060, 30.04.070, 30.04.075, 30.04.111,
30.04.120, 30.04.125, 30.04.127, 30.04.130, 30.04.180, 30.04.210,
30.04.212, 30.04.215, 30.04.220, 30.04.230, 30.04.232, 30.04.238,
30.04.240, 30.04.270, 30.04.290, 30.04.310, 30.04.405, 30.04.410,
30.04.450, 30.04.455, 30.04.465, 30.04.470, 30.04.475, 30.04.550,
30.04.560, 30.04.565, 30.04.570, 30.04.575, 30.04.900, 30.08.010,
30.08.020, 30.08.030, 30.08.040, 30.08.050, 30.08.060, 30.08.070,
30.08.080, 30.08.082, 30.08.083, 30.08.084, 30.08.088, 30.08.090,
30.08.092, 30.08.095, 30.08.120, 30.08.140, 30.08.160, 30.08.180,
30.08.190, 30.12.010, 30.12.030, 30.12.040, 30.12.042, 30.12.044,
30.12.047, 30.12.050, 30.12.060, 30.12.070, 30.12.100, 30.12.180,
30.12.240, 30.20.005, 30.20.090, 30.36.020, 30.36.030, 30.36.040,
30.40.020, 30.42.020, 30.42.030, 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, 30.42.160, 30.42.210, 30.42.220, 30.42.230, 30.42.240,
30.42.250, 30.42.260, 30.42.290, 30.42.300, 30.42.310, 30.42.320,
30.42.330, 30.43.010, 30.43.020, 30.43.045, 30.44.010, 30.44.020,
30.44.030, 30.44.040, 30.44.050, 30.44.060, 30.44.070, 30.44.080,

the
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30.44.090, 30.44.100, 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, 30.46.090, 30.46.100, 30.49.030, 30.49.040, 30.49.060,
30.49.070, 30.49.090, 30.49.100, 30.49.110, 30.49.120, 30.56.020,
30.56.030, 30.56.040, 30.56.050, 30.56.060, 30.56.080, 30.56.090,
30.60.010, 30.60.020, 30.60.030, 30.60.901, 31.04.015, 31.04.045,
31.04.055, 31.04.075, 31.04.085, 31.04.093, 31.04.105, 31.04.115,
31.04.145, 31.04.155, 31.04.165, 31.04.175, 31.04.185, 31.04.902,
31.12.005, 31.12.015, 31.12.035, 31.12.045, 31.12.055, 31.12.065,
31.12.075, 31.12.085, 31.12.095, 31.12.105, 31.12.115, 31.12.125,
31.12.136, 31.12.195, 31.12.206, 31.12.215, 31.12.306, 31.12.335,
31.12.355, 31.12.385, 31.12.406, 31.12.415, 31.12.425, 31.12.435,
31.12.445, 31.12.455, 31.12.465, 31.12.475, 31.12.506, 31.12.516,
31.12.526, 31.12.535, 31.12.545, 31.12.555, 31.12.565, 31.12.575,
31.12.585, 31.12.595, 31.12.615, 31.12.625, 31.12.635, 31.12.655,
31.12.665, 31.12.675, 31.12.685, 31.12.695, 31.12.705, 31.12.715,
31.12.725, 31.12.905, 31.12A.010, 31.12A.040, 31.12A.050, 31.12A.070,
31.12A.080, 31.12A.090, 31.12A.100, 31.12A.120, 31.12A.140, 31.13.030,
31.24.080, 31.24.120, 31.30.010, 31.30.020, 31.30.150, 31.30.160,
31.30.170, 31.30.180, 31.30.190, 31.30.200, 31.30.210, 31.30.230,
31.30.240, 31.30.250, 31.30.260, 31.30.270, 31.35.010, 31.35.020,
31.35.030, 31.35.050, 31.35.060, 31.35.070, 31.35.080, 31.35.090,
31.35.100, 31.35.900, 31.40.010, 31.40.020, 31.40.030, 31.40.050,
31.40.060, 31.40.070, 31.40.080, 31.40.090, 31.40.100, 31.40.110,
31.40.120, 31.40.130, 31.40.900, 31.45.010, 31.45.020, 31.45.030,
31.45.040, 31.45.050, 31.45.060, 31.45.070, 31.45.080, 31.45.090,
31.45.100, 31.45.110, 31.45.120, 31.45.140, 31.45.150, 31.45.160,
31.45.170, 31.45.180, 31.45.200, 31.45.900, 32.04.020, 32.04.030,
32.04.040, 32.04.050, 32.04.080, 32.04.085, 32.04.110, 32.04.211,
32.04.220, 32.04.250, 32.04.260, 32.04.280, 32.04.290, 32.04.300,
32.08.010, 32.08.020, 32.08.030, 32.08.040, 32.08.050, 32.08.060,
32.08.061, 32.08.070, 32.08.080, 32.08.090, 32.08.116, 32.08.130,
32.08.140, 32.08.210, 32.08.215, 32.08.230, 32.12.010, 32.12.020,
32.12.050, 32.12.060, 32.12.070, 32.16.020, 32.16.060, 32.16.080,
32.16.090, 32.16.093, 32.16.095, 32.16.097, 32.16.140, 32.20.035,
32.20.280, 32.20.290, 32.24.010, 32.24.020, 32.24.030, 32.24.040,
32.24.050, 32.24.060, 32.24.070, 32.24.080, 32.24.090, 32.24.100,
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32.32.010,
32.32.055,
32.32.175,
32.32.230,
32.32.270,
32.32.305,
32.32.350,
32.32.410,
32.32.455,
32.32.495,
32.34.050,
33.04.010,
33.04.048,
33.08.050,
33.08.100,
33.16.040,
33.24.010,
33.32.030,
33.40.040,
33.40.120,
33.44.125,
33.46.060,
33.48.150,

32.32.015,
32.32.060,
32.32.210,
32.32.235,
32.32.275,
32.32.310,
32.32.360,
32.32.415,
32.32.465,
32.32.500,
32.40.010,
33.04.020,
33.04.052,
33.08.055,
33.08.110,
33.16.120,
33.24.025,
33.32.050,
33.40.050,
33.40.130,
33.44.130,
33.46.080,
33.48.160, 33.48.170, 33.48.180,
33.48.210, 33.48.230, 33.48.240, 33.48.250, 33.48.260, 33.48.280,
33.48.320, 39.58.010, 43.19.015, 43.24.020, 43.24.024, 43.163.010,
43.163.110, 46.01.011, 46.01.050, 48.18A.060, 48.18A.070, 58.19.030,
and 70.37.020.

32.32.020,
32.32.075,
32.32.215,
32.32.240,
32.32.280,
32.32.315,
32.32.370,
32.32.420,
32.32.470,
32.32.525,
32.40.020,
33.04.025,
33.04.054,
33.08.060,
33.12.010,
33.16.130,
33.24.360,
33.36.060,
33.40.070,
33.40.150,
33.46.020,
33.46.130,

32.32.025,
32.32.105,
32.32.220,
32.32.250,
32.32.285,
32.32.325,
32.32.375,
32.32.425,
32.32.475,
32.34.010,
32.40.030,
33.04.030,
33.04.060,
33.08.070,
33.12.014,
33.20.130,
33.24.370,
33.40.010,
33.40.075,
33.43.010,
33.46.030,
33.48.100,

32.32.030,
32.32.130,
32.32.222,
32.32.255,
32.32.295,
32.32.340,
32.32.395,
32.32.430,
32.32.485,
32.34.020,
33.04.002,
33.04.042,
33.04.110,
33.08.080,
33.12.060,
33.20.150,
33.28.020,
33.40.020,
33.40.080,
33.44.020,
33.46.040,
33.48.110,
33.48.190, 33.48.200,

32.32.040,
32.32.150,
32.32.228,
32.32.265,
32.32.300,
32.32.345,
32.32.400,
32.32.450,
32.32.490,
32.34.040,
33.04.005,
33.04.044,
33.08.010,
33.08.090,
33.12.140,
33.20.170,
33.32.020,
33.40.030,
33.40.110,
33.44.090,
33.46.050,
33.48.130,

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

Sec. 1.
as follows:

Any bank or trust company qualified to act as fiduciary in this
state, or in any other state if affiliated with a bank or trust company
gualified to act as fiduciary in this state, may establish common trust
funds for the purpose of furnishing investments to itself and its
affiliated or related bank or trust company as fiduciary, or to itself
and its affiliated or related bank or trust company, and others, as
cofiduciaries; and may, as such fiduciary or cofiduciary, invest funds

RCW 11.102.010 and 1985 ¢ 30 s 79 are each amended to read
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which it lawfully holds for investment in interests in such common
trust funds, if such investment is not prohibited by the instrument,
judgment, decree, or order creating such fiduciary relationship, and

if, in the case of cofiduciaries, the bank or trust company procures
the consent of its cofiduciary or cofiduciaries to such investment:
PROVIDED, That any bank or trust company qualified to act as fiduciary
in the state of its charter, which is not a member of the federal
reserve system, shall, in the operation of such common trust fund,
comply with the rules and regulations as made from time to time by the

((superviser—oef—banking))—director _of financial institutions

state where chartered and in Washington the ((supervisor)—diector—
hereby authorized and empowered to make such rules and regulations as
he or she may deem necessary and proper in the premises.

"Affiliated” as used in this section means two or more banks or
trust companies:

(1) In which twenty-five percent or more of their voting shares,
excluding shares owned by the United States or by any company wholly
owned by the United States, are directly or indirectly owned or
controlled by a holding company; or

(2) In which the election of a majority of the directors is
controlled in any manner by a holding company.

in the

Sec. 2. RCW 11.110.073 and 1985 ¢ 30 s 119 are each amended to

read as follows:

The following trustees shall be exempt from the provisions of RCW
11.110.070, but shall file the information required in RCW 11.110.060:

(1) A bank or trust company subject to examination by the

((superviser—of—banking))—director _of financial institutions

state of Washington, the comptroller of the currency of the United
States or the board of governors of the federal reserve system; which
such bank or trust company is acting as trustee, executor or court-
appointed fiduciary: PROVIDED, That a bank or trust company which is
a co-fiduciary of a trust shall be deemed to be the sole fiduciary of
such trust under this section, if the bank or trust company is
custodian of the books and records of the trust and has the
responsibility for preparing the reports and returns which are filed
with the internal revenue service;

(2) The governing body of a nonprofit community foundation or other
nonprofit foundation incorporated for charitable purposes,

SSB 6286 p. 4
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contributions to which are currently allowed as charitable deductions
under the United States income tax laws;

(3) The governing body of a hospital which is nonprofit and
charitable, other than a hospital initially formed as a trustee
pursuant to or in connection with the terms of a charitable trust.

Sec. 3. RCW 19.100.010 and 1991 c 22 6 s 1 are each amended to read

as follows:

When used in this chapter, unless the context otherwise requires:

(1) "Advertisement" means any written or printed communication or
any communication by means of recorded telephone messages or spoken on
radio, television, or similar communication media published in
connection with an offer or sale of a franchise.

(2) "Affiliate" means a person controlling, controlled by, or under
common control with another person, every officer or director of such
person, and every person occupying a similar status or performing
similar functions.

(3) "Director" means the director of ((licensing)) —firancial—
institutions

(4) "Franchise" means:

(@) An agreement, express or implied, oral or written, by which:

(i) A person is granted the right to engage in the business of
offering, selling, or distributing goods or services under a marketing
plan prescribed or suggested in substantial part by the grantor or its
affiliate;

(i) The operation of the business is substantially associated with
a trademark, service mark, trade name, advertising, or other commercial
symbol designating, owned by, or licensed by the grantor or its
affiliate; and

(i) The person pays, agrees to pay, or is required to pay,
directly or indirectly, a franchise fee.

(b) The following shall not be construed as a franchise within the
meaning of this chapter:

() The payment of a reasonable service charge to the issuer of a
credit card by an establishment accepting or honoring such credit card
or any transaction relating to a bank credit card plan;

(i) Actions or transactions otherwise permitted, prohibited or
regulated under laws administered by the insurance commissioner of this
state;

p. 5 SSB 6286
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(i) Any motor vehicle dealer franchise subject to the provisions
of chapter 46.70 RCW.

(5) "Marketing plan” means a plan or system concerning an aspect of
conducting business. A marketing plan may include one or more of the
following:

(a) Price specifications, special pricing systems or discount
plans;

(b) Sales or display equipment or merchandising devices;

(c) Sales techniques;

(d) Promotional or advertising materials or  cooperative
advertising;

(e) Training regarding the promotion, operation, or management of
the business; or

(f) Operational, managerial, technical, or financial guidelines or
assistance.

(6) "Bank credit card plan" means a credit card plan in which the
issuer of credit cards is a national bank, state bank, trust company or
any other banking institution subject to the supervision of the

((superviser—ef—banking))—director _of financial institutions

state or any parent or subsidiary of such bank.

(7) "Franchisee" means a person to whom a franchise is offered or
granted.

(8) "Franchisor" means a person who grants a franchise to another
person.

(9) "Subfranchise" means an agreement, express or implied, oral or
written, by which a person pays or agrees to pay, directly or
indirectly, a franchisor or affiliate for the right to grant, sell or
negotiate the sale of a franchise.

(10) "Subfranchisor® means a person to whom a subfranchise is
granted.

(11) "Franchise broker" means a person who directly or indirectly
engages in the business of the offer or sale of franchises. The term
does not include a franchisor, subfranchisor, or their officers,
directors, or employees.

(12) "Franchise fee" means any fee or charge that a franchisee or
subfranchisor is required to pay or agrees to pay for the right to
enter into a business or to continue a business under a franchise
agreement, including, but not limited to, the payment either in lump
sum or by installments of an initial capital investment fee, any fee or

SSB 6286 p. 6
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charges based upon a percentage of gross or net sales whether or not
referred to as royalty fees, any payment for the mandatory purchase of
goods or services or any payment for goods or services available only
from the franchisor, or any training fees or training school fees or
charges; however, the following shall not be considered payment of a
franchise fee: (a) the purchase or agreement to purchase goods at a
bona fide wholesale price; (b) the purchase or agreement to purchase
goods by consignment; if, and only if the proceeds remitted by the
franchisee from any such sale shall reflect only the bona fide
wholesale price of such goods; (c) a bona fide loan to the franchisee
from the franchisor; (d) the purchase or agreement to purchase goods at
a bona fide retail price subject to a bona fide commission or
compensation plan that in substance reflects only a bona fide wholesale
transaction; (e) the purchase or lease or agreement to purchase or
lease supplies or fixtures necessary to enter into the business or to
continue the business under the franchise agreement at their fair
market or rental value; (f) the purchase or lease or agreement to
purchase or lease real property necessary to enter into the business or
to continue the business under the franchise agreement at the fair
market or rental value; (g) amounts paid for trading stamps redeemable
in cash only; (h) amounts paid for trading stamps to be used as
incentives only and not to be used in, with, or for the sale of any
goods.

(13) "Person" means a natural person, corporation, partnership,
trust, or other entity and in the case of an entity, it shall include
any other entity which has a majority interest in such an entity or
effectively controls such other entity as well as the individual
officers, directors, and other persons in act of control of the
activities of each such entity.

(14) "Publish" means publicly to issue or circulate by newspaper,
mail, radio, or television or otherwise to disseminate to the public.

(15) "Sale or sell" includes every contract of sale, contract to
sell, or disposition of a franchise.

(16) "Offer or offer to sell" includes every attempt or offer to
dispose of or solicitation of an offer to buy a franchise or an
interest in a franchise.

Sec. 4. RCW 19.110.020 and 1981 ¢ 15 5 s 2 are each amended to read

as follows:

SSB 6286
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Unless the context clearly requires otherwise, the definitions in
this section apply throughout this chapter.

(1) "Business opportunity” means the sale or lease of any product,
equipment, supply, or service which is sold or leased to enable the
purchaser to start a business; and:

(a) The seller represents that the seller will provide locations or
assist the purchaser in finding locations, on premises neither owned
nor leased by the purchaser or seller, for the use or operation of
vending machines, display racks, cases, or similar devices or coin-
operated amusement machines or similar devices; or

(b) The seller represents that the seller will purchase any product
made, produced, fabricated, assembled, modified, grown, or bred by the
purchaser using, in whole or part, any product, equipment, supply, or
service sold or leased to the purchaser by the seller; or

(c) The seller guarantees that the purchaser will earn an income
greater than or equal to the price paid for the business opportunity;
or

(d) The seller represents that if the purchaser pays a fee
exceeding three hundred dollars directly or indirectly for the purpose
of the seller providing a sales or marketing program, the seller will
provide such a program which will enable the purchaser to derive income
from the business opportunity which exceeds the price paid for the
business opportunity.

(2) "Person" includes an individual, corporation, partnership,
joint venture, or any business entity.

(3) "Seller means a person who sells or leases a business
opportunity.

(4) "Purchaser" means a person who buys or leases a business
opportunity.

(5) "Director" means the director of ((the departmenst—of——
lieensing))—financial institutions :

(6) "Guarantee" means an undertaking by the seller to refund all or
a portion of the purchase price paid for the business opportunity.

Sec. 5. RCW 21.30.010 and 1987 ¢ 24 3 s 2 are each amended to read
as follows:

Unless the context clearly requires otherwise, the definitions in
this section apply throughout this chapter.

SSB 6286 p. 8
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(1) "Administrator" means the person designated by the director in
accordance with the provisions of RCW 21.20.460.

(2) "Board of trade" means any person or group of persons engaged
in buying or selling any commodity or receiving any commodity for sale
on consignment, whether such person or group of persons is
characterized as a board of trade, exchange, or other form of
marketplace.

(3) '"Director" means the director of ((the departmenst—of———

lieensing)y)—financial institutions

(4) "Commodity broker-dealer” means, for the purposes of
registration in accordance with this chapter, any person engaged in the
business of making offers, sales, or purchases of commodities under
commodity contracts or under commodity options.

(5) "Commodity sales representative” means, for the purposes of
registration in accordance with this chapter, any person authorized to
act and acting for a commodity broker-dealer in effecting or attempting
to effect a transaction in a commodity contract or commodity option.

(6) "Commodity exchange act" means the act of congress known as the
commodity exchange act, as amended, codified at 7 U.S.C. Sec. 1 et seq.

(7) "Commodity futures trading commission” means the independent
regulatory agency established by congress to administer the commodity
exchange act.

(8) "CFTC rule"™ means any rule, regulation, or order of the
commodity futures trading commission in effect on October 1, 1986, and
all subsequent amendments, additions, or other revisions thereto,
unless the administrator, within ten days following the effective date
of any such amendment, addition, or revision, disallows the application
thereof by rule or order.

(9) "Commodity" means, except as otherwise specified by the
director by rule or order, any agricultural, grain, or livestock
product or by-product, any metal or mineral (including a precious metal
set forth in subsection (17) of this section), any gem or gemstone
(whether characterized as precious, semiprecious, or otherwise), any
fuel (whether liquid, gaseous, or otherwise), any foreign currency, and
all other goods, articles, products, or items of any kind. However,
the term commodity does not include (a) a numismatic coin whose fair
market value is at least fifteen percent higher than the value of the
metal it contains, (b) real property or any timber, agricultural, or
livestock product grown or raised on real property and offered or sold

p. 9 SSB 6286
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by the owner or lessee of such real property, or (c) any work of art
offered or sold by art dealers, at public auction, or offered or sold
through a private sale by the owner thereof.

(10) "Commodity contract" means any account, agreement, or contract
for the purchase or sale, primarily for speculation or investment
purposes and not for use or consumption by the offeree or purchaser, of
one or more commodities, whether for immediate or subsequent delivery
or whether delivery is intended by the parties, and whether
characterized as a cash contract, deferred shipment or deferred
delivery contract, forward contract, futures contract, installment or
margin contract, leverage contract, or otherwise. Any commodity
contract offered or sold shall, in the absence of evidence to the
contrary, be presumed to be offered or sold for speculation or
investment purposes. A commodity contract shall not include any
contract or agreement which requires, and under which the purchaser
receives, within twenty-eight calendar days from the payment in good
funds of any portion of the purchase price, physical delivery of the
total amount of each commodity to be purchased under the contract or
agreement.

(11) "Commodity option" means any account, agreement, or contract
giving a party thereto the right to purchase or sell one or more
commodities and/or one or more commodity contracts, whether
characterized as an option, privilege, indemnity, bid, offer, put,
call, advance guaranty, decline guaranty or otherwise, but does not
include a commodity option traded on a national securities exchange
registered with the United States securities and exchange commission.

(12) "Commodity merchant" means any of the following, as defined or
described in the commodity exchange act or by CFTC rule:

(a) Futures commission merchant;

(b) Commodity pool operator;

(c) Commodity trading advisor;

(d) Introducing broker;

(e) Leverage transaction merchant;

() An associated person of any of the foregoing;

(g) Floor broker; and

(h) Any other person (other than a futures association) required to
register with the commodity futures trading commission.

SSB 6286 p. 10
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(13) "Financial institution” means a bank, savings institution, or
trust company organized under, or supervised pursuant to, the laws of
the United States or of any state.

(14) "Offer" or "offer to sell" includes every offer, every attempt
to offer to dispose of, or solicitation of an offer to buy, to
purchase, or to acquire, for value.

(15) "Sale" or "sell' includes every sale, contract of sale,
contract to sell, or disposition, for value.

(16) "Person” means an individual, a corporation, a partnership, an
association, a joint-stock company, a trust where the interests of the
beneficiaries are evidenced by a security, an unincorporated
organization, a government, or a political subdivision of a government,
but does not include a contract market designated by the commodity
futures trading commission or any clearinghouse thereof or a national
securities exchange registered with the United States securities and
exchange commission (or any employee, officer, or director of such
contract market, clearinghouse, or exchange acting solely in that
capacity).

(17) "Precious metal" means:

(a) Silver, in either coin, bullion, or other form;

(b) Gold, in either coin, bullion, or other form;

(c) Platinum, in either coin, bullion, or other form; and

(d) Such other items as the director may specify by rule or order.

Sec. 6. RCW 21.30.380 and 1986 ¢ 14 s 39 are each amended to read
as follows:

The administration of this chapter shall be under the director of
the department of ((licensirg)—franeial institutions

Sec. 7. RCW 30.04.010 and 1959 ¢ 10 6 s 1 are each amended to read
as follows:
Certain terms used in this title shall have the meanings ascribed
in this section.
"Banking" shall include the soliciting, receiving or accepting of
money or its equivalent on deposit as a regular business.
"Bank," unless a different meaning appears from the context, means
any corporation organized under the laws of this state engaged in
banking, other than a trust company or a mutual savings bank.

p. 11 SSB 6286
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"Branch bank" means any office of deposit or discount maintained by
any bank or trust company, domestic or otherwise, other than its
principal place of business, regardless of whether it be in the same
city or locality.

The term "trust business” shall include the business of doing any
or all of the things specified in RCW 30.08.150 (2), (3), (4), (5),

6), (7), (8), (9), (10) and (11).

"Trust company,” unless a different meaning appears from the
context, means any corporation organized under the laws of this state
engaged in trust business.

A "savings account" is an account of a bank in respect of which,
(1) a passbook, certificate or other receipt may be required by the
bank to be presented whenever a deposit or withdrawal is made and (2)
the depositor at any time may be required by the bank to give notice of
an intended withdrawal before the withdrawal is made.

"Savings bank" shall include (1) any bank whose deposits shall be
limited exclusively to savings accounts, and (2) the department of any
bank or trust company that accepts, or offers to accept, deposits for
savings accounts in accordance with the provisions of this title.

"Commercial bank" shall include any bank other than one exclusively
engaged in accepting deposits for savings accounts.

"Person” unless a different meaning appears from the context, shall
include a firm, association, partnership or corporation, or the plural
thereof, whether resident, nonresident, citizen or not.

& o I . _panking))—Di N

means the director of financial institutions

"Foreign bank" and "foreign banker" shall include:

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

(2) Every unincorporated company, partnership or association of two
or more individuals organized under the laws of another state or
country, doing a banking business;

(3) Every other unincorporated company, partnership or association
of two or more individuals, doing a banking business, if the members
thereof owning a majority interest therein or entitled to more than
one-half of the net assets thereof are not residents of this state;

(4) Every nonresident of this state doing a banking business in his
or_her own name and right only.

SSB 6286 p. 12
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Sec. 8. RCW 30.04.030 and 1986 ¢ 27 9 s 1 are each amended to read
as follows:

The ((superviser))—director shall have power to adopt uniform rules
((and—regutations))—- accordance with the administrative procedure
act, chapter 34.05 RCW, to govern examinations and reports of banks and
trust companies and the form in which they shall report their assets,
liabilities, and reserves, charge off bad debts and otherwise keep
their records and accounts, and otherwise to govern the administration
of this title. ((He)) The- director shall mail a copy of the rules
((and—regulations))—te- each bank and trust company at its principal
place of business.

The ((superviser))—director shall have the power, and broad
administrative discretion, to administer 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 and trust companies
subject to this title.

Sec. 9. RCW 30.04.060 and 1989 ¢ 18 0 s 1 are each amended to read
as follows:

(1) The ((superviser—the—deputy—superviser—or—a—bank—examier))———

director, assistant director, or an _examiner shall visit each bank and

each trust company at least once every eighteen months, and oftener if
necessary, for the purpose of making a full investigation into the
condition of such corporation, and for that purpose they are hereby
empowered to administer oaths and to examine under oath any director,
officer, employee, or agent of such corporation. The ((supervisor))

director may make such other full or partial examinations as deemed

necessary and may examine any bank holding company that owns any
portion of a bank or trust company chartered by the state of Washington

and obtain reports of condition for any bank holding company that owns

any portion of a bank or trust company chartered by the state of
Washington. The ((superviser))—director may visit and examine into the
affairs of any nonpublicly held corporation in which the bank, trust
company, or bank holding company has an investment or any publicly held
corporation the capital stock of which is controlled by the bank, trust

company, or bank holding company; may appraise and revalue such
corporations’ investments and securities; and shall have full access to

all the books, records, papers, securities, correspondence, bank
accounts, and other papers of such corporations for such purposes. The

p. 13 SSB 6286
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((supervisery)—director may, in his or her discretion, accept in lieu
of the examinations required in this section the examinations conducted
at the direction of the federal reserve board or the Federal Deposit
Insurance Corporation. Any willful false swearing in any examination
is perjury in the second degree.

(2) The ((superviser))—director may enter into cooperative and
reciprocal agreements with the bank regulatory authorities of the
United States, any state, the District of Columbia, or any trust
territory of the United States for the periodic examination of domestic
bank holding companies owning banking institutions in other states, the
District of Columbia, or trust territories, and subsidiaries of such
domestic bank holding companies, or of out-of-state bank holding
companies owning a bank or trust company the principal operations of
which are conducted in this state. The ((supervisor))—directer— may
accept reports of examination and other records from such authorities
in lieu of conducting his or her own examinations. The ((supervisor))
director may enter into joint actions with 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 compliance with the laws of this state.

Sec. 10. RCW 30.04.070 and 1955 c¢ 33 s 30.04.070 are each amended
to read as follows:

The ((superviser))—director shall collect from each bank, mutual
savings bank, trust company or industrial loan company for each
examination of its condition the estimated actual cost of such
examination.

Sec. 11. RCW 30.04.075 and 1989 ¢ 18 0 s 2 are each amended to read
as follows:
(1) All examination reports and all information obtained by the

((superviser))—director and the ((supervisers)—director’s staff in
conducting examinations of banks, trust companies, or alien banks, and

information  obtained by the ((superviser))}—-édireetor and the
((supervisersy—director’'s staff from other state or federal bank
regulatory authorities with whom the ((supervisory)}—¢irector— has
entered into agreements pursuant to RCW 30.04.060(2), and information

obtained by the ((superviser))—director and the ((supervisersph)——
director’'s staff relating to examination and supervision of bank

SSB 6286 p. 14
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holding companies owning a bank in this state or subsidiaries of such
holding companies, is confidential and privileged information and shall
not be made public or otherwise disclosed to any person, firm,
corporation, agency, association, governmental body, or other entity.

(2) Subsection (1) of this section notwithstanding, the
((superviser))—director may furnish all or any part of examinatio
reports prepared by the ((supervisers)—directers office to:

(a) Federal agencies empowered to examine state banks, trust
companies, or alien banks;

n

(b) Bank regulatory authorities with whom the ((supervisor))

director has entered into agreements pursuant to RCW 30.04.060(2), and

other bank regulatory authorites who are the primary regulatory
authority or insurer of accounts for a bank holding company owning a
bank, trust company, or national banking association the principal
operations of which are conducted in this state or a subsidiary of such

holding company; provided that the ((supervisor)—director— shall first

find that the reports of examination to be furnished shall receive
protection from disclosure comparable to that accorded by this section;

(c) Officials empowered to investigate criminal charges subject to
legal process, valid search warrant, or subpoena. If the
((superviser))—director furnishes any examination report to officials
empowered to investigate criminal charges, the ((supervisor)) -directer——
may only furnish that part of the report which is necessary and
pertinent to the investigation, and the ((supervisor)) director———
this only after notifying the affected bank, trust company, or alien
bank and any customer of the bank, trust company, or alien bank who is
named in that part of the examination or report ordered to be furnished
unless the officials requesting the report first obtain a waiver of the
notice requirement from a court of competent jurisdiction for good
cause;

(d) The examined bank, trust company, or alien bank, or holding
company thereof;

(e) The attorney general in his or her role as legal advisor to the
((superviser))—director ;

() Liquidating agents of a distressed bank, trust company, or
alien bank;

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

may do
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(h) The Washington public deposit protection commission as provided
by RCW 39.58.105.
(3) All examination reports furnished under subsections (2) and (4)

of this section shall remain the property of the ((division of
banking)) department of financial institutions , and be confidential and
no person, agency, or authority to whom reports are furnished or any

officer, director, or employee thereof shall disclose or make public

any of the reports or any information contained therein except In
published statistical material that does not disclose the affairs of

any individual or corporation: PROVIDED, That nothing herein shall

prevent the use in a criminal prosecution of reports furnished under
subsection (2) of this section.

(4) The examination report made by the ((division -ef—bankirg)———

department of financial institutions is designed for use in the
supervision of the bank, trust company, or alien bank. The report

shall remain the property of the ((supervisor)—director— and will be

furnished to the bank, trust company, or alien bank solely for its
confidential use. Under no circumstances shall the bank, trust
company, or alien bank or any of its directors, officers, or employees
disclose or make public in any manner the report or any portion
thereof, to any person or organization not connected with the bank as
officer, director, employee, attorney, auditor, or candidate for
executive office with the bank. The bank may also, after execution of
an agreement 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) Examination reports and information obtained by the

((superviserp)—director and the ((supervisersy—director's staff in

conducting examinations, or obtained from other state and federal bank
regulatory authorities with whom the ((supervisor)—director—
entered into agreements pursuant to RCW 30.04.060(2), or relating to
examination and supervision of bank holding companies owning a bank,
trust company, or national banking association the principal operations
of which are conducted in this state or a subsidiary of such holding
company, or information obtained as a result of applications or
investigations pursuant to RCW 30.04.230, shall not be subject to
public disclosure under chapter 42.17 RCW.

(6) In any civil action in which the reports are sought to be
discovered or used as evidence, any party may, upon notice to the

SSB 6286 p. 16
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((superviser))—director , petition the court for an in camera review of
the report. The court may permit discovery and introduction of only
those portions of the report which are relevant and otherwise
unobtainable by the requesting party. This subsection shall not apply
to an action brought or defended by the ((supervisor))—director—

(7) This section shall not apply to investigation reports prepared

by the ((superviser))—director and the ((supervisers)—director’s

staff concerning an application for a new bank or trust company or an
application for a branch of a bank, trust company, or alien bank:
PROVIDED, That the ((superviser))}—director may adopt rules
confidential portions of the reports if in the ((supervisor’s))

making

director’'s opinion the public disclosure of the portions of the report
would impair the ability to obtain the information which the

((supervisery)—director considers necessary to fully evaluate the

application.
(8) Every person who violates any provision of this section shall
be guilty of a gross misdemeanor.

Sec. 12. RCW 30.04.111 and 1986 ¢ 27 9 s 3 are each amended
as follows:

The total loans and extensions of credit by a bank or trust company
to a person outstanding at any one time shall not exceed twenty percent
of the capital and surplus of such bank or trust company. The
following loans and extensions of credit shall not be subject to this
limitation:

(1) Loans or extensions of credit arising from the discount of
commercial or business paper evidencing an obligation to the person
negotiating it with recourse;

(2) Loans or extensions of credit secured by bonds, notes,
certificates of indebtedness, or treasury bills of the United States or
by other such obligations wholly guaranteed as to principal and
interest by the United States;

(3) Loans or extensions of credit to or secured by unconditional
takeout commitments or guarantees of any department, agency, bureau,
board, commission, or establishment of the United States or any
corporation wholly owned directly or indirectly by the United States;

(4) Loans or extensions of credit fully secured by a segregated
deposit account or accounts in the lending bank;

to read
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(5) Loans or extensions of credit secured by collateral having a
readily ascertained market value of at least one hundred fifteen
percent of the outstanding amount of the loan or extension of credit;

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

(7) The purchase of bankers’ acceptances of the kind described in
section 13 of the federal reserve act and issued by other banks shall
not be subject to any limitation based on capital and surplus;

(8) The wunpaid purchase price of a sale of bank property, if
secured by such property.

For the purposes of this section "capital" shall include the amount
of common stock outstanding and unimpaired, the amount of preferred
stock outstanding and unimpaired, and capital notes or debentures
issued pursuant to chapter 30.36 RCW.

For the purposes of this section "surplus" shall include capital
surplus, reflecting the amounts paid in excess of the par or stated
value of capital stock, or amounts contributed to the bank other than
for capital stock, and amounts transferred to surplus from undivided
profits pursuant to resolution of the board of directors.

The term "person" shall include an individual, sole proprietor,
partnership, joint venture, association, trust, estate, business trust,
corporation, sovereign government or agency, instrumentality, or
political subdivision thereof, or any similar entity or organization.

The ((superviser))—director may prescribe rules to administer and
carry out the purposes of this section, including rules to define or
further define terms used in this section and to establish limits or
requirements other than those specified in this section for particular
classes or categories of loans or extensions of credit, and to
determine when a loan putatively made to a person shall, for purposes
of this section, be attributed to another person.

SSB 6286 p. 18
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Sec. 13. RCW 30.04.120 and 1986 ¢ 27 9 s 4 are each amended to read

as follows:

The shares of stock of every bank and trust company shall be deemed
personal property. No such corporation shall hereafter make any loan
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 loss 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 otherwise disposed
of, within six months from the time of its purchase or acquisition.
Except as hereinafter provided or otherwise permitted by law, nothing
herein contained shall authorize the purchase by any such bank or trust
company for its own account of any shares of stock of any corporation,
except a federal reserve bank of which such corporation shall become a
member, and then only to the extent required by such federal reserve
bank: PROVIDED, That any bank or trust company may purchase, acquire
and hold shares of stock in any other corporation which shares have
been previously pledged as security to any loan or discount made in
good faith and such purchase shall be necessary to prevent loss upon a
debt previously contracted in good faith and stock so purchased or
acquired shall be sold at public or private sale or otherwise disposed
of within two years from the time of its purchase or acquisition. Any
time limit imposed in this section may be extended by the

((supervisery)—director upon cause shown. Banks and trust companies

are authorized to make loans on the security of the capital stock of a
bank or trust company other than the lending corporation.

Sec. 14. RCW 30.04.125 and 1986 ¢ 27 9 s 5 are each amended to read

as follows:

Unless otherwise prohibited by law, any state bank or trust company
may invest in the capital stock of corporations organized to conduct
the following businesses:

(1) A safe deposit business: PROVIDED, That the amount of
investment does not exceed fifteen percent of its capital stock and
surplus;

(2) A corporation holding the premises of the bank or its branches:
PROVIDED, That without the approval of the ((supervisor))—director—
investment of such stock shall not exceed, together with all loans made
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to the corporation by the bank, a sum equal to the amount permitted to
be invested in the premises by RCW 30.04.210;

(3) Stock in a small business investment company licensed and
regulated by the United States as authorized by the small business act,
Public Law 85-536, 72 Statutes at Large 384, in an amount not to exceed

five percent of its capital and surplus;

(4) Capital stock of a banking service corporation or corporations.

The total amount that a bank may

invest in the shares of such

corporation may not exceed ten percent of its capital and surplus. A
bank service corporation may not engage in any activity other than
those permitted by the bank service corporation act, 12 U.S.C. Sec.
1861, et seq., as subsequently amended and in effect on June 11, 1986.
The performance of any service, and any records maintained by any such
corporation for a bank, shall be subject to regulation and examination

by the ((superviser))—director

and appropriate federal agencies to the

same extent as if the services or records were being performed or
maintained by the bank on its own premises;
(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
determined by the board of governors of the federal reserve system or
by the United States congress to be closely related to the business of

banking, as of June 11, 1986;

(7) A governmentally sponsored corporation engaged in secondary
marketing of loans and the stock of which must be owned in order to

participate in its 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 company.

Sec. 15. RCW 30.04.127 and 1987 ¢ 49 8 s 1 are each amended to read

as follows:

(1) A bank or trust company, alone or in conjunction with other
entities, may form, incorporate, or invest in corporations or other
entities, whether or not such other corporation or entity is related to

the bank or trust company’s business.

The aggregate amount 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 or trust

SSB 6286
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company. For purposes of this subsection, "net worth" means the
aggregate of capital, surplus, undivided profits, and all capital notes
and debentures which are subordinate to the interest of depositors.

(2) A bank or trust company may engage in an activity permitted
under this section only with the prior authorization of the
((superviser))—director . In approving or denying a proposed activity,
the ((superviser))—director shall consider the financial and management
strength of the institution, the convenience and needs of the public,
and whether the proposed activity should be conducted through a
subsidiary or affiliate of the bank. The ((supervisor)) director—— may
not authorize under this section and no bank or trust company may act
as an insurance or travel agent unless otherwise authorized by state
statute.

Sec. 16. RCW 30.04.130 and 1986 c¢c 27 9 s 6 are each amended to read
as follows:

Any debt due a bank or trust company on which interest is one year
or more past due and unpaid, unless such debt be well secured and in
the course of collection by legal process or probate proceedings, or
unless such debt be represented by or secured by bonds or other
collateral having a readily ascertainable market value shall be
considered a bad debt, and shall be charged off of the books of such
corporation. Such assets shall be carried on the books of such
corporation at such value as the ((superviser))—director— may from time
to time direct, but in no event shall such carrying value exceed the
market value thereof. A judgment held by a bank or trust company shall
not be considered an asset of the corporation after two years from the
date of its rendition unless with the written permission of the

((supervisery)—director specifying an additional period: PROVIDED,
That time consumed by any appeal shall be excluded.
All assets or portion thereof that the ((supervisor)) -director—— may

have required a bank or trust company to charge off shall be charged
off. No bank or trust company shall enter or at any time carry on its
books any of its assets at a valuation exceeding the actual cost.
However, accreting the discount on securities is permitted on a pro
rata basis, over the life of the security.

Sec. 17. RCW 30.04.180 and 1986 ¢ 27 9 s 8 are each amended to read
as follows:
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No bank or trust company shall declare or pay any dividend to an
amount greater than its net profits then on hand.

The board of directors of any bank or trust company may declare a
dividend out of so much of the undivided profits of such bank or trust
company as they shall judge expedient: PROVIDED, HOWEVER, That before
any such dividend is declared or the net profits in any way disposed
of, not less than one-tenth of such net profits shall be carried to a
surplus fund until the amount in such surplus fund shall be equal to
twenty-five percent of the paid-in common stock of such bank or trust
company: PROVIDED, FURTHER, That for the purposes of this section, any
amounts paid into a fund for the retirement of any preferred stock of
any such bank and trust company out of its net profits for such period
or periods shall be deemed to be additions to its surplus fund if, upon
the retirement of such preferred stock, the amounts so paid into such
retirement fund may then properly be carried to surplus. In any such
case the bank and trust company shall be obligated to transfer to
surplus the amounts so paid into such retirement fund on account of the
preferred stock as such stock is retired: PROVIDED FURTHER, That the
((superviser))—director shall in his or her discretion have the power
to require any bank or trust company to suspend the payment of any and
all dividends until all requirements that may have been made by the
((supervisery)—director shall have been complied with; and upon such
notice to suspend dividends no bank or trust company shall thereafter
declare or pay any dividends until such notice has been rescinded in
writing. A dividend is payable in property or capital stock.

Sec. 18. RCW 30.04.210 and 1986 ¢ 27 9 s 9 are each amended to read
as follows:
A bank or trust company may purchase, hold, and convey real estate
for the following 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 income: PROVIDED, That any bank
or trust company shall not invest for such purposes more 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

without the approval of the ((superviser)—director—
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(2) Such as shall be purchased or conveyed to it in satisfaction,
or on account of, debts previously contracted in the course of its
business.

(3) Such as it shall purchase at sale under judgments, decrees,
liens, or mortgage foreclosures, from debts owed to it.

(4) Such as a trust company receives in trust or acquires pursuant
to the terms 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
with  RCW 30.04.212 granting banks the power to invest directly or

indirectly in unimproved or improved real estate.

No real estate specified in subdivision (4) shall be considered an
asset of the bank or trust company holding the same in trust nor shall
any real estate except that specified in subdivision (1) be carried as

an asset on the bank’'s or trust company’s books for a longer period

than five years from the date title is acquired thereto, unless an
extension of time be granted by the ((superviser))—director—

Sec. 19. RCW 30.04.212 and 1985 ¢ 32 9 s 5 are each amended to read

as follows:

(1) In addition to the powers granted under RCW 30.04.210 and

subject to the limitations and restrictions contained in this section
and in RCW 30.60.010 and 30.60.020, a bank:

(@) May acquire any interest in unimproved or improved real

property;

(b) May construct, alter, and manage improvements of
description on real estate in which it holds a substantial equity
interest.

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

any

(@) Manage any real property in which the bank does not own a

substantial equity interest;

(b) Engage in activities of selling, leasing, or otherwise dealing
in real property as an agent or broker; or

(c) Acquire any equity interest in any one to four-family dwelling
that is used as a principal residence by the owner of the dwelling;
however, this shall not prohibit a bank from making loans secured by
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such dwelling where all or part of the bank’s anticipated compensation
results from the appreciation and sale of such dwelling.

(3) The aggregate amount of funds invested under this section shall
not exceed two percent of a bank’s capital, surplus, and undivided
profits. Such percentage amount shall be increased based upon the most
recent community reinvestment
((supervisery)—director in accordance with RCW 30.60.010, as follows:

(a) Excellent performance:

(b) Good performance:

(c) Satisfactory performance:

(d) Inadequate performance:

(e) Poor performance:

(4) For purposes of this section only, each bank will be deemed to
have been assigned a community reinvestment rating of "1" for the
period beginning with January 1, 1986, and ending December 31, 1986.
Thereafter, each bank will be assigned an annual rating in accordance
with  RCW 30.60.010, which rating shall remain in effect for the next

succeeding year and until the ((superviser))—director-

rating assigned

to a bank by the

Increase to 10%
Increase to 8%
Increase to 6%

Increase to 3%
No increase

has conducted a

new investigation and assigned a new rating for the next succeeding
year, the process repeating on an annual basis.
required to dispose of any
investment made in accordance with this section due to the fact that
the bank is not then authorized to acquire such investment, if such
was lawfully acquired by

(5) No bank may at

investment
acquisition.

(6) The ((superviser))—director

any

time be

the

bank at the time of

shall limit the amount that may be

invested in a single project or investment and may adopt any rule
necessary to the safe and sound exercise of powers granted by this

section.

Sec. 20.

read as follows:

(1) Notwithstanding any other provisions of law, in addition to all
powers enumerated by this
therefrom, a bank may engage in other business activities that have
been determined by the board of governors of the federal reserve system
or by the United States Congress to be closely related to the business

of banking,
investment

SSB 6286

as of June 11,
in corporations or

title,

1986.
other

and

those

At

least

RCW 30.04.215 and 1986 ¢ 279 s 10 are each amended to

necessarily implied

thirty days before

entities under this chapter,
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notification by letter shall be made to the ((supervisor)) director———
accordance with such terms and conditions as the ((supervisor)}

director might establish by rule.

(2) A bank that desires to perform an activity that is not
expressly authorized by subsection (1) of this section shall first
apply to the ((superviser))—¢direetor for authorization to conduct such
activity.  Within thirty days of the receipt of this application, the
((superviser))—director shall determine whether the activity is closely
related to the business of banking, whether the public convenience and
advantage will be promoted, whether the activity is apt to create an
unsafe or unsound practice by the bank and whether the applicant is
capable of performing such an activity. If the ((supervisor)) director———
finds the activity to be closely related to the business of banking and

the bank is otherwise qualified, ((he)) the director shall forthwith

inform the applicant that the activity is authorized. If the
((superviser))—director determines that such activity is not closely
related to the business of banking or the bank is not otherwise
qualified, ((he)) the director shall forthwith inform the applicant in
writing. The applicant shall have the right to appeal from an
unfavorable determination in accordance with the procedures of the
Administrative Procedure Act, chapter 34.05 RCW. In determining
whether a particular activity is closely related to the business of
banking, the ((superviser))—direetor shall be guided by the rulings of
the board of governors of the federal reserve system and the
comptroller of the currency in making determinations in connection with
the powers exercisable by bank holding companies, and the activities
performed by other commercial banks or their holding companies. Any
activity which may be performed by a bank, except the taking of
deposits, may be performed by a corporation, all of the outstanding
stock of which is owned by the bank.

(3) In addition to all powers enumerated by this title, and those
necessarily implied therefrom, a bank may engage in other business
activities that are determined by the ((supervisor))—director—

((regulation))—rule adopted pursuant to chapter 34.05 RCW, to be

closely related to the business of banking, or necessary or convenient
thereto, and the exercise thereof will promote the public convenience
and advantage. Provided, however, that such other business activities
shall also have been determined by the board of governors of the

p. 25 SSB 6286
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federal reserve system or by the United States congress to be closely
related to the business of banking.

Sec. 21. RCW 30.04.220 and 1955 ¢ 33 s 30.04.220 are each amended

to read as follows:

Every corporation, which on March 10, 1917, was actually and
publicly engaged in banking or trust business in this state in full
compliance with the laws hereof, which were in force immediately prior
to March 10, 1917, may, if it otherwise complies with the provisions of
this title, continue its said business, subject to the terms and
regulations hereof and without amending its articles of incorporation,
although its name and the amount of its capital stock, the number or
its articles of

length of terms of its directors or

incorporation do not comply with the

PROVIDED,

the form of

requirements of this title:

(1) That any such bank, which was by the ((superviser))—director
lawfully permitted to operate, although its capital stock was not fully
paid in, shall pay in the balance of its capital stock at such times

and in such amounts as the ((superviser))—direetor

(2) That, except with written permission of the ((supervisor))

may require;

director , any bank or trust company which shall amend its articles of
incorporation must in such event comply with all the requirements of

this title.

Sec. 22. RCW 30.04.230 and 1987 ¢ 42 0 s 2 are each amended to read

as follows:

(1) A corporation or association organized 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 company, or national banking
association. Nothing in this section shall be construed to prohibit
the merger, consolidation, or reorganization of a bank or trust company

in accordance with this title.

(2) Unless the terms of this section or RCW 30.04.232 are complied
with, an out-of-state bank holding company shall not acquire more than
five percent of the shares of the voting stock or all or substantially

all of the assets of a bank,

trust

company, or

national

banking

association the principal operations of which are conducted within this

state.

SSB 6286

p. 26



© 00 N O Ol WDN P

W W W W W W W W WwWwWMNDNDNDNDNDNDNDNDNDNDNDNMNDNMNMNNMNMNMNMNMNNRPRPPRPEPEPRPPEPERPPRPRPREPPR
© 00 N O Ol WNPEFP O O 0 NO O WNEFE OO0 NO O WD - O

(3) As used in this section a "bank holding company” means a
company that is a bank holding company as defined by the Bank Holding
Company Act of 1956, as amended (12 U.S.C. Sec. 1841 et seq.). An
"out-of-state bank holding company” is a bank holding company that
principally conducts its operations outside this state, as measured by
total deposits held or controlled by its bank subsidiaries on the date
on which it became a holding company. A "domestic bank holding
company" is a bank holding company that principally conducts its
operations within this state, as measured by total deposits held or
controlled by its bank subsidiaries on the date on which it became a
bank holding company.

(4) Any such acquisition referred to under subsection (2) of this
section by an out-of-state bank holding company requires the express
written approval of the ((superviser—ef—-banking))—director— . Approval
shall not be granted unless and until the following conditions are met:

(&) An out-of-state bank holding company desiring to make an
acquisition referred to under subsection (2) of this section and the
bank, trust company, national banking association, or domestic bank
holding company parent thereof, if any, proposed to be acquired shall
file an application in writing with the ((supervisor of—banrkirg)———
director . The ((superviser))—director shall by rule establish the fee
schedule to be collected from the applicant in connection with the
application.  The fee shall not exceed the cost of processing the
application. The application shall contain such information as the
((superviser—ef—banking))—director may prescribe by rule as necessary
or appropriate for the purpose of making a determination under this
section. The application and supporting information and all
examination reports and information obtained by the ((supervisor))
director and the ((supervisers)—director’s staff in conducting its
investigation shall be confidential and privileged and not subject to
public disclosure under chapter 42.17 RCW. The application and
information may be disclosed to federal bank regulatory agencies and to
officials empowered to investigate criminal charges, subject to legal
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 ((supervisor))
director and other parties, petition for an in camera review. The
court may permit discovery and introduction of only those portions that
are relevant and otherwise unobtainable by the requesting party. The
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application and

information shall

be discoverable

in any judicial

action challenging the approval of an acquisition by the ((supervisor))

director as arbitrary and capricious or unlawful.

(b) The ((superviser—of—-banking))—direetor

(i) The bank, trust company, or national banking association that

is proposed to be acquired or

shall find that:

controlling such bank, trust company, or national banking association
is in such a liquidity or financial condition as to be in danger of

closing, failing, or insolvency.

((supervisery)—director shall be guided by the criteria developed by

In making any such determination the

the federal regulatory agencies with respect to emergency acquisitions
under the provisions of 12 U.S.C. Sec. 1828(c);
(i) There is no state bank, trust company, or national banking
association doing business in the state of Washington or domestic bank
holding company with sufficient resources willing to acquire the entire
bank, trust company, or national banking association on at least as
favorable terms as the out-of-state bank holding company is willing to

acquire it;

(i) The applicant out-of-state bank holding company has provided

the domestic bank holding company

all information and documents requested by the ((supervisor))—directer——
in relation to the application; and

(iv) The

entire community,

applicant

including

out-of-state

low and moderate

bank holding

company
demonstrated an acceptable record of meeting the credit needs of its

consistent with the safe and sound operation of such institution.

(c) The ((superviser))—director

shall consider:

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

(i) The convenience and needs of the public of this state.

(5) Nothing in this section may be construed to prohibit, limit,
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. 23.
as follows:

RCW 30.04.232 and 1985 ¢ 31 0 s 1 are each amended to read

has

income neighborhoods,

(1) In addition to an acquisition pursuant to RCW 30.04.230, an
out-of-state bank holding company may acquire more than five percent of
the voting stock or all or substantially all of the assets of a bank,

trust company,

SSB 6286

or

national

banking

association,
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operations of which are conducted within this state, if the following
terms or conditions are fulfilled:

(@) The bank, trust company, or national banking association, the
voting stock of which is to be acquired, shall have been conducting
business for a period of not less than three years;

(b) The laws of the state in which the out-of-state bank holding
company principally conducts its operations permit a domestic bank
holding company to acquire more than five percent of the shares of the
voting stock or all or substantially all of the assets of a bank, trust
company, or national banking association, the principal operations of
which are conducted within that state, and permit the operation of the
acquired bank, trust company, or national banking association within
that state on terms and conditions no less favorable than other banks,
trust companies, or national banking associations doing a banking
business within that state;

(c) The ((superviser—ef-banking))—director , upon the request of any

person, shall adopt a rule making a determination whether the law, of
a particular state or states meets the qualifications of (b) of this
subsection.

(2) As used in this section, the terms "bank holding company,”
"domestic bank holding company,” and "out-of-state bank holding
company" shall have the meanings provided in RCW 30.04.230.

Sec. 24. RCW 30.04.238 and 1986 ¢ 279 s 12 are each amended to

read as follows:
(1) Notwithstanding any other provision of this title, a bank, with

the prior approval of the ((superviser))—director— , may purchase shares

of its own capital stock.

(2) When a bank purchases such shares, its capital accounts shall
be reduced appropriately. The shares shall be held as authorized but
unissued shares.

Sec. 25. RCW 30.04.240 and 1979 ¢ 4 5 s 1 are each amended to read

as follows:

(1) Every corporation doing a trust business shall maintain in its
office a trust department in which it shall keep books and accounts of
its trust business, separate and apart from its other business. Such
books and accounts shall specify the cash, securities and other
properties, real and personal, held in each trust, and such securities

p. 29
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and properties shall be at all times segregated from all other
securities and properties except as otherwise provided in this section.

Any person connected with a bank or trust company who shall, contrary
to this section or any other provision of law, commingle 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 shall be guilty of a felony.

(2) Notwithstanding any other provisions of law, any fiduciary
holding securities in its fiduciary capacity or any state bank,
national bank, or trust company 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 company having trust
power whether located inside or outside of this state; or (c) within
itself. When such securities are so deposited, certificates
representing securities of the same class of the same issuer may be
merged and held in bulk in the name of the nominee of such clearing
corporation or state bank, national bank, or trust company holding the
securities as the depository, with any other such securities deposited
in such clearing corporation or depository by any person, regardless of
the ownership of such securities, and certificates of small
denomination may be merged into one or more certificates of larger
denomination. The records of such fiduciary and the records of such
state bank, national bank, or trust company as a fiduciary or as
custodian for a fiduciary shall at all times show the name of the party
for whose account the securities are so deposited. Ownership of, and
other interests in, such securities may be transferred by bookkeeping
entries on the books of such clearing corporation, state bank, national
bank, or trust company without physical delivery or alteration of
certificates representing such securities. A state bank, national
bank, or trust company 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 companies, the ((supervisor of
banking)) director and, in the case of national banking associations,
the comptroller of the currency may from time to time issue. A state
bank, national bank, or trust company acting as custodian for a
fiduciary shall, on demand by the fiduciary, certify in writing to the
fiduciary the securities so deposited by such state bank, national

SSB 6286 p. 30
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bank, or trust company in such clearing corporation or state bank,
national bank, or trust company acting as such depository for the
account of such fiduciary. A fiduciary shall, on demand by any party
to a judicial proceeding for the settlement of such fiduciary’s account
or on demand by the attorney for such party, certify in writing to such
party the securities deposited by such fiduciary in such clearing
corporation or state bank, national bank, or trust company acting as
such depository for its account as such fiduciary.

This subsection shall apply to any fiduciary holding securities in
its fiduciary capacity, and to any state bank, national bank, or trust
company holding securities as a custodian, managing agent, or custodian
for a fiduciary, acting on March 14, 1973 or who thereafter may act
regardless of the date of the agreement, instrument, or court order by
which it is appointed and regardless of whether or not such fiduciary,
custodian, managing agent, or custodian for a fiduciary owns capital
stock of such clearing corporation.

Sec. 26. RCW 30.04.270 and 1955 c¢ 33 s 30.04.270 are each amended
to read as follows:

Each official communication, directed by the ((supervisor))
director or by one of his ((deputiesp)—er—her assistants to any bank,
trust company, mutual savings bank or industrial loan company or to any
officer thereof relating to an investigation or examination conducted
by the banking department or containing suggestions or recommendations
relative to the conduct of the business of the bank, trust company,
mutual savings bank or industrial loan company shall be submitted by
the officer receiving it to the board of directors at the next meeting
of such board and shall be duly noted in the minutes of the meeting of
such board.

Sec. 27. RCW 30.04.290 and 1973 1st ex.s. ¢ 53 s 36 are each
amended to read as follows:

A foreign corporation, whose name contains the words "bank,"
"banker,” "banking,” or "trust,” or whose articles of incorporation
empower it to do a banking or trust business and which desires to
engage in the business of loaning money on mortgage securities or in
buying and selling exchange, coin, bullion or securities in this state

may do so, but only upon filing with the ((supervisor))—director— and

with the secretary of state a certified copy of a resolution of its

p. 31 SSB 6286
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governing board to the effect that it will not engage in banking or
trust business in this state, which copy shall be duly attested by its
president and secretary. Such corporation shall also comply with the
general corporation laws of this state relating to foreign corporations
doing business herein. Nothing herein shall prevent operations by an

alien bank in this state in conformance with chapter 30.42 RCW, RCW

30.04.290 and 30.40.020; nor after

except in accordance with the provisions of chapter 30.42 RCW, RCW

30.04.290 and 30.40.020.

July 16,
transaction of business in this state by an alien bank in any manner

1973 authorize the

Sec. 28. RCW 30.04.310 and 1988 ¢ 2 5 s 1 are each amended to read

as follows:

Every bank or trust company which violates or fails to comply with

any provision of chapters 30.04 through 30.22, 30.44, and 11.100 RCW or

any lawful direction or requirement of the ((supervisor)) -director——
shall be subject, in addition to any penalty now provided, to a penalty
of not more than one hundred dollars for each offense, to be recovered
by the attorney general in a civil action in the name of the state.
Each day’'s continuance of the violation shall

distinct offense.

be a separate and

Sec. 29. RCW 30.04.405 and 1986 ¢ 279 s 15 are each amended to

read as follows:

(1) It is unlawful for any person to acquire control of a bank
until thirty days after filing with the ((supervisor)) direetor———
of the notice of change of control required to be filed with the
federal deposit insurance corporation or a completed application. The
notice or application shall be under oath and contain substantially all
of the following information plus any additional information that the

((superviser))—director may prescribe as necessary or appropriate in

the particular instance for the protection

borrowers, or shareholders and the public interest:

of

bank depositors,

(a) The identity, banking and business experience of each person by
whom or on whose behalf acquisition is to be made;
(b) The financial and managerial resources and future prospects of

each person involved in the acquisition;

(c) The terms and conditions of any proposed acquisition and the

manner in which the acquisition is to be made;

SSB 6286
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(d) The source and amount of the funds or other consideration used
or to be used in making the acquisition, and a description of the
transaction and the names of the parties if any part of these funds or
other consideration has been or is to be borrowed or otherwise obtained
for the purpose of making the acquisition;

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

() The identification of any person employed, retained, or to be
compensated by the acquiring party, or by any person on its behalf, who
makes solicitations or recommendations to shareholders for the purpose
of assisting in the acquisition and a brief description of the terms of
the employment, retainer, or arrangement for compensation; and

(g) Copies of all invitations for tenders or advertisements making
a tender offer to shareholders for the purchase of their stock to be
used in connection with the proposed acquisition.

(2) Notwithstanding any other provision of this section, a bank or
domestic bank holding company as defined in RCW 30.04.230 need only
notify the ((superviser))—direetor of an intent to acquire control and
the date of the proposed acquisition of control at least 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 ((supervisor))

director may require that the information required by subsection
(1)(@), (b), and (f) of this section be given with respect to each
person, as defined in RCW 30.04.400(3), 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 ((superviser))—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 more of the outstanding voting securities of the
corporation.

(5) If any tender offer, request, or invitation for tenders or
other agreements to acquire control is proposed to be made by means of
a registration statement under the Securities Act of 1933 (48 Stat. 74,

15 U.S.C., Sec. 77(a)), as amended, or in circumstances requiring the
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disclosure of similar information under the Securities Exchange Act of
1934 (48 Stat. 881, 15 U.S.C., Sec. 78(a)), as amended, the
registration statement or application may be filed with the
((supervisery)—director in lieu of the requirements 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 application is filed with
the ((superviser))—director :
(7) Any acquisition of control in violation of this section shall
be ineffective and void.
(8) Any person who will  _fully or intentionally violates this section
or any rule adopted pursuant thereto is guilty of a gross misdemeanor
pursuant to chapter 9A.20 RCW. Each day’'s violation shall be
considered a separate violation, and any person shall upon conviction
be fined not more than one thousand dollars for each day the violation
continues.

Sec. 30. RCW 30.04.410 and 1989 ¢ 18 0 s 3 are each amended to read

as follows:

(1) The ((superviser))—director may disapprove the acquisition of
a bank or trust company within thirty days after the filing of a
complete application pursuant to RCW 30.04.405 or an extended period
not exceeding an additional fifteen days if:

(@) The poor financial condition of any acquiring party might
jeopardize the financial stability of the bank or might prejudice the
interests of the bank depositors, borrowers, or shareholders;

(b) The plan or proposal of the acquiring party to liquidate the
bank, to sell its assets, to merge it with any person, or to make any
other major change in its business or corporate structure or management
is not fair and reasonable to the bank’'s depositors, borrowers, or
stockholders 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
that approval would not be in the interest of the bank’s depositors,
borrowers, or shareholders;

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

SSB 6286 p. 34
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(e) The acquisition would not be in the public interest.
(2) An acquisition may be made prior to expiration of the

disapproval period if the ((superviser))-director— issues written notice
of intent not to disapprove the action.
(3) The ((supervisery)—director shall set forth the basis for

disapproval of any proposed acquisition in writing 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 shall not be subject to public disclosure under chapter 42.17
RCW unless the findings and/or order are appealed pursuant to chapter
34.05 RCW.

(4) Whenever such a change in control occurs, each party to the
transaction shall report promptly to the ((supervisor)) director—— any
changes or replacement of its chief executive officer, or of any
director, that occurs in the next twelve-month period, including in its
report a statement of the past and present business and professional
affiliations of the new chief executive officer or directors.

Sec. 31. RCW 30.04.450 and 1977 ex.s. ¢ 17 8 s 1 are each amended
to read as follows:

(1) The ((superviser))—diector may issue and serve upon a bank or
trust company a notice of charges if in the opinion of the
((supervisery)—director any bank or trust company:

(a) Is engaging or has engaged in an unsafe or unsound practice in
conducting the business of the bank or trust company;

(b) Is violating or has violated the law, rule, or any condition
imposed in writing by the ((superviser))—¢directer in connection with
the granting of any application or other request by the bank or trust
company or any written agreement made with the ((superviser))—director— ;
or

(c) Is about to do the acts prohibited in (a) or (b) of this
subsection when the opinion that the threat exists is based upon
reasonable cause.

(2) The notice shall contain a statement 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 determine
whether an order to cease and desist should issue against the bank or
trust company. The hearing shall be set not earlier than ten days nor
later than thirty days after service of the notice unless a later date
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is set by the ((superviser))—director at the request of the bank or
trust company.

Unless the bank or trust company shall appear at the hearing by a
duly authorized representative it shall be deemed to have consented to
the issuance of the cease and desist order. In the event of this
consent or if upon the record made at the hearing the ((supervisor))
director finds that any violation or practice specified in the notice
of charges has been established, the ((supervisor))—director— may issue
and serve upon the bank or trust company an order to cease and desist
from the violation or practice. The order may require the bank or
trust company and its directors, officers, employees, and agents to
cease and desist from the violation or practice and may require the
bank to take affirmative action to correct the conditions resulting
from the violation or practice.

(3) A cease and desist order shall become effective at the
expiration of ten days after the service of the order upon the bank or
trust company concerned except that a cease and desist order issued
upon consent shall become effective at the time specified in the order
and shall remain effective as provided therein unless it is stayed,
modified, terminated, or set aside by action of the ((supervisor))
director or a reviewing court.

Sec. 32. RCW 30.04.455 and 1977 ex.s. ¢ 17 8 s 2 are each amended
to read as follows:
Whenever the ((superviser)—¢irector determines that the acts
specified in RCW 30.04.450 or their continuation is likely to cause
insolvency or substantial dissipation of assets or earnings of the bank
or trust company or to otherwise seriously prejudice the interests of
its depositors, the ((superviser))—director may also issue a temporary
order requiring the bank or trust company to cease and desist from the
violation or practice. The order shall become effective upon service
on the bank or trust company and shall remain effective unless set
aside, limited, or suspended by a court in proceedings under RCW
30.04.460 pending the completion of the administrative proceedings
under the notice and until such time as the ((supervisor)}—director—
shall dismiss the charges specified in the notice or until the
effective date of a cease and desist order issued against the bank or
trust company under RCW 30.04.450.
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Sec. 33. RCW 30.04.465 and 1977 ex.s. ¢ 17 8 s 4 are each amended

to read as follows:
In the case of a violation or threatened violation of a temporary

cease and desist order issued under RCW 30.04.455, the ((supervisor))

director may apply to the superior court of the county of the principal

place of business of the bank or trust company for an injunction to
enforce the order, and the court shall issue an injunction if it
determines that there has been a violation or threatened violation.

Sec. 34. RCW 30.04.470 and 1977 ex.s. ¢ 17 8 s 8 are each amended

to read as follows:
(1) Any administrative hearing provided in RCW 30.04.450 or

30.12.042 may be held at such place as is designated by the
((superviser))—director and shall be conducted in accordance with

chapter 34.05 RCW. The hearing shall be private unless the

((superviser))—director determines that a public hearing is necessary

to protect the public interest after fully considering the views of the
party afforded the hearing.

Within sixty days after the hearing the ((supervisor))—director——
shall render a decision which shall include findings of fact upon which
the decision is based and shall issue and serve upon each party to the
proceeding an order or orders consistent with RCW 30.04.450 or
30.12.042, as the case may be.

Unless a petition for review is timely filed in the superior court
of the county of the principal place of business of the affected bank
or trust company under subsection (2) of this section and until the
record in the proceeding has been filed as therein provided, the

((superviser))—¢irector may at any time modify, terminate, or set aside
shall deem

any order upon such notice and in such manner as he or she
proper. Upon filing the record, the ((supervisor))—director—
modify, terminate, or set aside any order only with permission of the
court.

The judicial review provided in this section for an order shall be
exclusive.

(2) Any party to the proceeding or any person required by an order
issued under RCW 30.04.450, 30.04.455, 30.04.465, or 30.12.042 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

p. 37
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court of the county of the principal place of business of the affected
bank or trust company within ten days after the date of service of the

order a written petition praying that the order of the ((supervisor))

director be modified, terminated, or set aside. A copy of the petition

shall be immediately served upon the ((supervisor)—director— and the
((superviser))—director shall then file in the court the record of the
proceeding. The court shall have jurisdiction upon the filing of the

petition, which jurisdiction shall become exclusive upon the filing of

the record to affirm, modify, terminate, or set aside in whole or in

part the order of the ((superviser)—direetor except that the
((supervisery)—director may modify, terminate, or set aside an order

with the permission of the court. The judgment and decree of the court

shall be final, except that it shall be subject to appellate review

under the rules of court.

(3) The commencement of proceedings for judicial review under
subsection (2) of this section shall not operate as a stay of any order

issued by the ((superviser))—director

the court.

unless specifically ordered by

(4) 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 shall be accomplished in
the same manner as required for the service of process in civil actions

in superior courts of this state.

Sec. 35. RCW 30.04.475 and 1977 ex.s. 