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NEW SECTION. Sec. 6. This 1977 amendatory act is necessary for the im-
mediate preservation of the public peace, health, and safety, the support of the
state government and its existing public institutions, and shall take effect
immediately.

Passed the House April 14, 1977.
Passed the Senate May 19, 1977.
Approved by the Governor May 28, 1977.
Filed in Office of Secretary of State May 28, 1977.

CHAPTER 104
[Substitute House Bill No. 1611
MUTUAL SAVINGS BANKS

AN ACT Relating to mutual savings banks; amending section 32.08.140, chapter 13, Laws of 1955 as
last amended by section 2, chapter 176, Laws of 1963 and RCW 32.08.140; amending section 32-
.12.090, chapter 13, Laws of 1955 as last amended by section 3, chapter 55, Laws of 1969 and
RCW 32.12.090; amending section 32.20.250, chapter 13, Laws of 1955 as last amended by section
6, chapter 55, Laws of 1969 and RCW 32.20.250; amending section 16, chapter 55, Laws of 1969
as amended by section 8, chapter 222, Laws of 1971 ex. sess. and RCW 32.20.255; amending sec-
tion 6, chapter 41, Laws of 1959 as amended by section 9, chapter 145, Laws of 1967 and RCW
32.20.370; amending section 18, chapter 176, Laws of 1963 as last amended by section 9, chapter
55, Laws of 1969 and RCW 32.20.400; amending section 19, chapter 176, Laws of 1963 as
amended by section 10, chapter 55, Laws of 1969 and RCW 32.20.410; amending section 11,
chapter 145, Laws of 1967 as amended by section 11, chapter 55, Laws of 1969 and RCW 32.20-
.420; amending section 2, chapter 31, Laws of 1973 1st ex. sess. and RCW 32.20.460; and creating
a new section.

Be it enacted by the Legislature of the State of Washington:

Section 1. Section 32.08.140, chapter 13, Laws of 1955 as last amended by
section 2, chapter 176, Laws of 1963 and RCW 32.08.140 are each amended to
read as follows:

Every mutual savings bank incorporated under this title shall have, subject to
the restrictions and limitations contained in this title., the following powers:

(1) To receive deposits of money, to invest the same in the property and secu-
rities prescribed in this title, to declare dividends in the manner prescribed in this
title, and to exercise by its board of trustees or duly authorized officers or agents,
subject to law, all such incidental powers as shall be necessary to carry on the
business of a savings bank.

(2) To issue transferable certificates showing the amounts contributed by any
incorporator or trustee to the guaranty fund of such bank, or for the purpose of
paying its expenses. Every such certificate shall show that it does not constitute a
liability of the savings bank, except as otherwise provided in this title.

(3) To purchase, hold and convey real property as prescribed in RCW
32.20.280.

(4) To pay depositors as hereinafter provided, and when requested, pay them by
drafts upon deposits to the credit of the savings bank in any city in the United
States, and to charge current rates of exchange for such drafts.

(5) To borrow money in pursuance of a resolution adopted by a vote of a ma-
jority of its board of trustees duly entered upon its minutes whereon shall be re-
corded by ayes and noes the vote of each trustee, for the purpose of repaying
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depositors, and to pledge or hypothecate securities as collateral for loans so ob-
tained. Immediate written notice shall be given to the supervisor of all amounts so
borrowed, and of all assets so pledged or hypothecated.

(6) Subject to such regulations and restrictions as the supervisor finds to be
necessary and proper, to borrow money in pursuance of a resolution adopted by a
vote of a majority of its board of trustees duly entered upon its minutes whereon
shall be recorded by ayes and noes the vote of each trustee, for purposes other than
that of repaying depositors and-to pledge or hypothecate its assets as collateral for
any such loans, provided that no amount shall at any time be borrowed by a sav-
ings bank pursuant to this subsection (6), if such amount, together with the amount
then remaining unpaid upon prior borrowings by such savings bank pursuant to this
subsection (6), exceeds ten percent of the assets of the savings bank. ((When-it
shall apea to h stei..s . that any bank is habitually borwn Foi the. puip.o..
of e.loaning, lie. may e.trize the. bank to pay off suc bo1 iw.. niriz..y.))

The sale of securities or loans by a bank subject to an agreement to repurchase
the securities or loans shall not be considered a borrowing. Borrowings from feder-
al, state, or municipal governments or agencies or instrumentalities thereof shall
not be subject to the limits of this subsection.

(7) To collect or protest promissory notes or bills of exchange owned by such
bank or held by it as collateral, and remit the proceeds of the collections by drafts
upon deposits to the credit of the savings bank in any city in the United States, and
to charge the usual rates or fees for such collection and remittance for such protest.

(8) To sell gold or silver received in payment of interest or principal of obliga-
tions owned by the savings bank or from depositors in the ordinary course of
business.

(9) To act as insurance agent for the purpose of writing fire insurance on prop-
re fy in which the bank has an insurable interest, the property to be located in the

city in which the bank is situated and in the immediate contiguous suburbs, not-
withstanding anything in any other statute to the contrary.

(10) To let vaults, safes, boxes or other receptacles for the safekeeping or stor-
age of personal property, subject to laws and regulations applicable to, and with the
powers possessed by, safe deposit companies.

(11I) To elect or appoint in such manner as it may determine all necessary or
proper officers, agents, boards, and committees, to fix their compensation, subject
to the provisions of this title, and to define their powers and duties, and to remove
them at will.

(12) To make and amend bylaws consistent with law for the management of its
property and the conduct of its business.

(13) To wind up and liquidate its business in accordance with this title.
(14) To adopt and use a common seal and to alter the same at pleasure.
(15) To do all other acts authorized by this title.

Sec. 2. Section 32.12.090, chapter 13, Laws of 1955 as last amended by section
3, chapter 55, Laws of 1969 and RCW 32.12.090 are each amended to read as
follows:

(1) Every savings bank shall regulate the rate of interest upon the amounts to
the credit of depositors therewith, in such manner that depositors shall receive as
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nearly as may be all the earnings of the bank after transferring the amount re-
quired by RCW 32.08.120 and such further amounts as its trustees may deem it
expedient and for the security of the depositors to transfer to the guaranty fund,
which to the amount of ten percent of the amount due its depositors the trustees
shall gradually accumulate and hold. Such trustees may also deduct from its net
earnings, and carry as reserves for losses, or other contingencies, or as undivided
profits, such additional sums as they may deem wise.

(2) Every savings bank may classify its depositors according to the character,
amount, regularity, or duration of their dealings with the savings bank, and may
regulate the interest in such manner that each depositor shall receive the same rat-
able portion of interest as all others of his class.

(3) Unimpaired contributions to the initial guaranty fund and to the expense
fund, made by the incorporators or trustees of a savings bank, shall be entitled to
have dividends apportioned thereon, which may be credited and paid to such incor-
porators or trustees.

Whenever the guaranty fund of any savings bank is sufficiently large to permit
the return of such contributions, the contributors may receive interest thereon not
theretofore credited or paid at the same rate paid to depositors.

(4) A savings bank shall not:
(a) Declare, credit or pay any interest except as authorized by a vote of a ma-

jority of the board of trustees duly entered upon its minutes, whereon shall be re-
corded ((the)) by ayes and noes ((ttpon-each)) the vote of each trustee;

(b) Pay any interest other than the regular quarterly or semiannual interest, or
the interest on savings certificates of deposit, or the extra dividends prescribed
elsewhere in this title: PROVIDED, That such bank may pay interest not less often
than annually on the anniversary dates of accounts separately classified for this
purpose: PROVIDED, FURTHER, That such bank may pay interest monthly at
the rate or rates last authorized by a majority vote of the board of trustees duly
entered in its minutes whereon shall be recorded by ayes and noes the vote of each
trustee;

(c) Declare, credit or pay interest on any amount to the credit of a depositor for
a longer period than the same has been credited: PROVIDED, That deposits made
not later than the tenth day of any month (unless the tenth day is not a business
day, in which case it may be the next succeeding business day), or withdrawn upon
one of the last three business days of the month ending any quarterly or semian-
nual interest period, may have interest paid upon them for the whole of the period
or month when they were so deposited or withdrawn: PROVIDED FURTHER,
That if the bylaws so provide, accounts closed between interest periods may be
credited with interest at the rate ((of the~ last initerest)) determined by its board of
trustees, computing from the ((first)) last interest period to the date when closed.

(5) The trustees of any savings banks whose undivided profits and guaranty
fund, determined in the manner prescribed in RCW 32.12.070, amount to more
than twenty-five percent of the amount due its depositors, shall at least once in
three years divide equitably the accumulation beyond such twenty-five percent as
an extra dividend to depositors in excess of the regular dividend authorized.

A notice posted conspicuously in a savings bank of a change in the rate of in-
terest shall be equivalent to a personal notice.
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Sec. 3. Section 32.20.250, chapter 13, Laws of 1955 as last amended by section
6, chapter 55, Laws of 1969 and RCW 32.20.250 are each amended to read as
follows:

A mutual savings bank may invest its funds in loans secured by first mortgages
on real estate subject to the following restrictions:

Mj In all cases of loans upon real property, a note secured by a mortgage on
the real estate upon which the loan is made shall be taken by the savings bank
from the borrower;

(2) The savings bank shall also be furnished by the borrower, either
((f+")) (a) A complete abstract of title of the mortgaged property, which ab-

stract shall be signed by the person or corporation furnishing the abstract of title,
and which abstract shall be examined by a competent attorney and shall be ac-
companied by ((his)) the attorney's opinion approving the title and showing that
the mortgage is a first lien; or

((f2 )) (b) A policy of title insurance; or
(((5))) LcJ A duplicate certificate of ownership issued by a registrar of titles.
L31 Where the real estate is other than ((a-single)) one to four family residen-

tial property, ((it)) the real estate must be improved to such extent that the net
annual income thereof or reasonable annual rental value thereof in the condition
existing at the time of making the loan is sufficient to pay the annual interest ac-
cruing on such loan in addition to taxes and insurance and a reasonable amount for
maintenance and upkeep commensurate with the type of property involved.

(4) No loan on real estate shall be:
((")(a) For an amount greater than ninety percent of the value of such real

estate including improvements if it is ((pr oper ty)) improved with (( wer .cupe

sin&l)) one to four family residential dwellings (including but not being limited to
condominia); or

((f-2-)) (b) For an amount greater than eighty percent of the value of other real
estate, including improvements((, exep that. in the event such savingsa bank ob-
tains3 , as addjtional colae M, an, assign,.mnt o~f a policy ut poheies of life illaul li.

issued by a tuntipany ati,.n Lztd to do buainess in tis3 state, ai loan miay ee
the firnits spcfe in (1) oz (2), but such excess shall not be moret than ei5 hity
pe~tent of the~ cash aui ,e,,dei. value of such assigned life izan..ta)) unles

savings bank obtains additional collateral, in which case such loan may exceed the
limits specified in paragraph (a) or (b) of this subsection: PROVIDED, That in no
event shall the loan excess exceed the value of the additional collateral.

(5) No mortgage loan shall be made in excess of fifty percent of the value of
the security unless its terms require the payment of principal and interest in annu-
al, semiannual, quarterly, or monthly payments, at a rate or rates which if contin-
ued would repay the loan in full in not more than thirty years after substantially all
loan proceeds have been disbursed, beginning within one year after substantially all
loan proceeds have been disbursed and continuing until the loan is reduced to fifty
percent or less of the value of the security: PROVIDED, That:

(a) Loans secured by property improved with owner-occupied single family
residential dwellings (including but not limited to condominia) may require repaiy-
ment on such a prudent basis as the bank may determine as long as all principal
and interest are paid in full within forty years; and
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(b) With respect to all loans made under this section, the terms may require
repayment of accrued interest only on amounts disbursed for a period not to exceed
five years as long as all the loans are thereafter amortized in annual, semiannual,
quarterly, or monthly payments at a rate or rates 'Which if continued would repa
the loan in full in not more than thirty years after substantially all the loan pro-
ceeds have been disbursed and continuing until the loan is reduced to fifty percent
or less of the value of the security.

(6) A loan may be made on real estate which is to be improved by a building or
buildings to be constructed with the proceeds of such loan((;)) if it is arranged that
such proceeds will be used for that purpose and that when so used the property will
qualify under this section.

M7 No mortgage loan, or renewal or extension thereof for a period of more
than one year, shall be made except upon written application showing the date,
name of the applicant, the amount of loan requested, and the security offered, nor
except upon the written report of at least two members of the board of investment
of the bank certifying on such application according to their best judgment the
value of the property to be mortgaged; and the application and written report
thereon shall be filed and preserved with the savings bank records for three years
following repayment of the loan or sale of the security if the mortgage is
foreclosed.

(8) Every mortgage and assignment of a mortgage taken or held by a savings
bank shall be taken and held in its own name((;)) and shall immediately be re-
corded in the office of the county auditor'of the county in which the mortgaged
property is located.

(9) A mortgage on real estate shall be deemed a first mortgage and lien within
the meaning of this section even though:

((ft~) (a) There is outstanding upon the real estate a lease to which the mort-
gage is subject, and two members of the board of investment of the bank deem the
lease advantageous to the owner of the mortgaged property, and the mortgagee in
case of foreclosure of the mortgage can compel the application upon the mortgage
debt of substantially all of the rents thereafter to accrue; and/or

(((-2)) (b) There are outstanding nondelinquent taxes or special assessments or
both, and the sum of the assessments and the amount of the loan does not exceed
the limits herein specified.

Sec. 4. Section 16, chapter 55, Laws of 1969 as amended by section 8, chapter
222, Laws of 1971 ex. sess. and RCW 32.20.255 are each amended to read as
follows:

A mutual savings bank may invest its funds in real estate contracts and in loans
secured by real estate mortgages or deeds of trust or real estate contracts not oth-
erwise eligible for investment by the savings bank, which are prudent real estate
investments for the bank in the opinion of its board of trustees or of officers or
committees designated by the board, whose action is ratified by the board at its
regular meeting next following the investment. The total amount a mutual savings
bank may invest pursuant to this section shall not exceed ((fifty)) ten percent of
((the1 toal of its guai afty f u, adivided profits, anjd unalloc~.ate-d ewre) its
funds.
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Sec. 5. Section 6, chapter 41, Laws of 1959 as amended by section 9, chapter
145, Laws of 1967 and RCW 32.20.370 are each amended to read as follows:

A mutual savings bank may invest its funds in bonds or other interest bearing
or discounted obligations of corporations not otherwise eligible for investment by
the savings bank which are prudent investments for such bank in the opinion of its
board of trustees or of a committee thereof whose action is ratified by such board
at its regular meeting next following such investment. The total amount a mutual
savings bank may invest pursuant to this section shall not exceed ((fifty-percent-of
th, total of it, guaz anty fund, undivide~d pro~fits, and tinalioc.at,.d ieeve, 0.n five~))
ten percent of its ((deposits, whichevi is less)) funds.

Sec. 6. Section 18, chapter 176, Laws of 1963 as last amended by section 9,
chapter 55, Laws of 1969 and RCW 32.20.400 are each amended to read as
follows:

A mutual savings bank may invest not to exceed ((five)) ten percent of its funds
in loans for home or property repairs, alterations, appliances, improvements, or ad-
ditions, home furnishings, for installation of underground utilities, for educational
purposes, ((ffo moubile lzuznius used o.z to, be used fo1 pen nazueju , s t1p~
hoasing,)) or for nonbusiness family purposes: PROVIDED, That

(1) The principal amount of any loan shall not exceed ((five)) ten thousand
dollars; ((except in the~ M.aeu of loans fbi mo1 bl homesu Which shall not exee fif-

(2) The application therefor shall state that the proceeds are to be used for one
of the above purposes;

(3) The term of the loan shall not exceed ((sixty--tw )) eighty-five months, ex-
cept in the case of loans for underground utilities((, moil honie)) or educational
loans which may require repayment at such time and upon such terms as the bank
may determine; and

(4) Nothing in this section shall permit a mutual savings bank to make secured
or unsecured loans on or for inventory as that term is defined in section 9-109(4),
chapter 157, Laws of 1965, RCW 62A.9-109(4).

Sec. 7. Section 19, chapter 176, Laws of 1963 as amended by section 10, chap-
ter 55, Laws of 1969 and RCW 32.20.4 10 are each amended to read as follows:

The aggregate total amount a mutual savings bank may invest in the following
shall not exceed ((eighty)) eighty-five percent of its funds:

(1) Mortgages upon real estate and participations therein;
(2) Contracts for the sale of realty;
(3) Mortgages upon leasehold estates; and
(4) Notes secured by pledges or assignments of first mortgages or real estate

contracts.

Sec. 8. Section 11, chapter 145, Laws of 1967 as amended by section 11, chap-
ter 55, Laws of 1969 and RCW 32.20.420 are each amended to read as follows:

A mutual savings bank may invest not to exceed ((five)) ten percent of its funds
in loans on the security, and for the purpose of financing the acquisition and devel-
opment, of land for primarily commercial, industrial, or residential usage. Within
the ((five)) ten percent limit, and subject to the further limit hereinafter set forth,
the bank may loan up to ((seventy-fiye)) eighty percent of the appraised value of
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the land as of the completion of the development thereof into building lots or sites
ready for construction thereon. Each such loan shall be repayable within a period
of not more than ten years and the interest thereon shall be payable at least semi-
annually. When any portion of the security is released from the lien of the mort-
gage, the principal amount of such loan shall be reduced in an amount at least
equal to that portion of the total loan secured by the property released.

((No loan mnade he.i ,.unde, may exee a suiii equal to sevenlty-five Fpicnt 0l

the amiount of the borrower 's investme~nt in the prnoper ty given (oi iemaining afi

a release oi releases) as seemity FoI such.l lean. The~ "amnuit of the~ boniowe, ~i'
vestment" may include all saun paid foi the~ propertLy and impove1nent3 theretAo,

taxes3, assessmntsLL anid the~ like the,.1 om pluas a saimi equal to six percent~ pei Mn

oni such. amottnt.))

A Iban may be made on real estate which is to be developed with the develop-
ments to be paid for with the proceeds of such loan((;)) if it is arranged that the
proceeds will be used for that purpose and that when so used the property will
qualify under this section.

Sec. 9. Section 2, chapter 31, Laws of 1973 1st ex. sess. and RCW 32.20.460
are each amended to read as follows:

In addition to the portions of its funds permitted to be invested in real estate
loans under ((RCW 32.20.250 as firnited by)) RCW 32.20.410 ((and in 1oaII 3 fo

hoino p, ope, t , eyazz s, alt..i atioll3, appliances, inipi overnents, 01 additions, horn.

fuz lzihings~, foi ins~tallations of uinde.i iouuid utilities,, f. sedne.ation-l i U fois

mobile lonies~ used oi to be~ used fo1 pui naui.,t 0t 3!lp1mmnt housing, 01fo

lno!baim,.sn fajinily pui pU3e umlde RC3W 32.20.400)), a mutual savings bank may
invest not to exceed ((five)) fifee percent of its funds in loans and investments
((iiiade~ afte. july 16, 1933)) as follows:

(1) Loans for the rehabilitation, remodeling, or expansion of existing housing, if
it is arranged that the loan proceeds will be used for such purpose. Such loans may
be secured by second mortgages, shall require the payment of principal and interest
in annual, semiannual, quarterly, or monthly payments at a rate or rates-which if
continued would repay the loan in full in not more than fifteen years, and shall be
in a principal amount not to exceed ((nine)) twenty thousand ((five-hundred)) dol-
lars per living unit for single family housing or ((seyen)) twelve thousand five hun-
dred dollars per living unit for multi-family housing.

(2) Loans in connection with, or participation in:
(a) Housing programs of any agency of federal, state, or local government; and
(b) Housing programs of any nonprofit, union, community, public, or quasi-

public corporation or entity.
Such housing must be made available to all without regard to race, creed, sex,

color, or national origin.
(3) Loans for purchasing or constructing factory built housing, including but

not limited to mobile homes used or to be used for permanent or semipermanent
housing((, where tli,. piicm.ipal balanee.,. of anmy suchl~ loam! does.. not exceeA.d in the..

ofa neuw mobile hinm one. hmumdz eJ pum cmt of the~ imanurfactm.' Li 3 i 'VOL pi Of

such immbile home (includinga any euipnmt installd Iy tIL tnufaetul,,,, 01 1

stalled o. to be ismtalle.d by theL dealr), a. inl the c.ase. 4f a used mobile honme,

tmumdm Ld percent.mmi of them whoiumal valuue of suc.h used mnobile liomi (including anzy
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ins.tlld eqtt~iinent) asetablihe~d in the,. dealer's m~ai ket)). The bank shall deter-
mine the amount, security, and repayment basis which it considers prudent for the
loans. The loan shall be secured by a first mortgage on the real estate, except that
no real estate mortgage need be obtained if provision satisfactory to the bank is
made for removal of the mobile home or other housing in the event of default and
realization on the security.

(4) In mobile home chattel paper which finances the acquisition of inventory by
a mobile home dealer if the inventory is to be held for sale in the ordinary course of
business by the mobile home dealer, the monetary obligation evidenced by such
chattel paper is the obligation of the mobile home dealer and the amount thereof
does not exceed the amount allowed to be loaned on such mobile homes under
subsection (3) of this section.

Passed the House March 17, 1977.
Passed the Senate May 17, 1977.
Approved by the Governor May 28, 1977.
Filed in Office of Secretary of State May 28, 1977.

CHAPTER 105
[Second Substitute House Bill No. 24]

BUSINESS AND OCCUPATION TAX-DEDUCTIONS--MANUFACTURE OUTSIDE
U.S.

AN ACT Relating to revenue and taxation; and amending section 82.04.430, chapter 15, Laws of 1961
as last amended by section 1, chapter 13, Laws of 1971 and RCW 82.04.430.

Be it enacted by the Legislature of the State of Washington:

Section 1. Section 82.04.430, chapter 15, Laws of 1961 as last amended by
section 1, chapter 13, Laws of 1971 and RCW 82.04.430 are each amended to read
as follows:

In computing tax there may be deducted from the measure of tax the following
items:

(1) Amounts derived by persons, other than those engaging in banking, loan,
security, or other financial businesses, from investments or the use of money as
such, and also amounts derived as dividends by a parent from its subsidiary
corporations;

(2) Amounts derived from bona fide initiation fees, dues, contributions, dona-
tions, tuition fees, charges made for operation of privately operated kindergartens,
and endowment funds. This paragraph shall not be construed to exempt any person,
association, or society from tax liability upon selling tangible personal property or
upon providing facilities or services for which a special charge is made to members
or others. Dues which are for, or graduated upon, the amount of service rendered
by the recipient thereof are not permitted as a deduction hereunder;

(3) The amount of cash discount actually taken by the purchaser. This deduc-
tion is not allowed in arriving at the taxable amount under the extractive or manu-
facturing classifications with respect to articles produced or manufactured, the
reported values of which, for the purposes of this tax, have been computed accord-
ing to the provisions of RCW 82.04.450;
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