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I am vetoing scction 46(43) becausc it would repeal a scction of an existing law
(RCW 85.20.120) that is also amended by section 36 of this bill.

With the exception of section 46(43), the remainder of Substitute Senate Bill
No. 4486 is approved.”

CHAPTER 279
[Engrossed Substitute Senate Bill No. 4917)
BANKS AND TRUST COMPANIES

AN ACT Relating to banks and trust companies; amending RCW 30.04.030, 30.04.075,
30.04.120, 30.04.130, 30.04.140, 30.04.180, 30.04.210, 30.04.215, 30.04.238, 30.04.380, 30.04-
.390, 30.04.405, 30.08.010, 30.08.020, 30.08.050, 30.08.060, 30.08.070, 30.08.082, 30.08.084,
30.08.086, 30.08.087, 30.08.088, 30.08.090, 30.08.140, 30.12.010, 30.12.020, 30.12.030, 30.12-
.050, 30.12.110, 30.20.060, 30.40.020, 30.04.550, 30.04.555, 30.04.560, 30.49.010, 30.43.010,
and 30.49.040; adding new sections to chapter 30.04 RCW; adding a ncw section to chapter
30.08 RCW; adding new sections to chapter 30.12 RCW; adding a new scction to chapter 43-
.19 RCW; creating new sections; repealing RCW 30.04,040, 30.04.100, 30.04.110, 30.04.122,
30.04.124, 30.04.126, 30.04.128, 30.04.160, 30.04.170, 30.04.190, 30.04.340, 30.04.350, 30.04-
.360, 30.12.080, 30.12.140, 30.12.150, 30.12.160, 30.12.170, 30.12.200, 30.12.210, 30.20.070,
30.20.080, and 30.40.060; and declaring an emergency.

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

Scc. 1. Section 30.04.030, chapter 33, Laws of 1955 and RCW 30.04-
.030 are each amended to read as follows:

The supervisor shall have power to adopt uniform rules and regulations
in_accordance with the administrative procedure act, chapter 34.04 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 shall mail a copy of the rules
and regulations to each bank and trust company at its principal place of

business((;and-they-shatt-be-effective-thirty-daysafter-the-maiting-thereof:
Fhepersondoing-the-maiting-shaltmakeand-fite-hisaffidavit-thereof-in-the
office-of-thesupervisor)).

The supervisor shall have the power, and broad administrative discre-
tion, 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. 2. Section 1, chapter 245, Laws of 1977 ex. sess. and RCW 30-
.04.075 are cach amended to read as follows:

(1) All examination reports and all information obtained by the super-
visor and the supervisor's stafl in conducting examinations of banks, trust
companies, or alien banks is confidential and privileged information and
shall not be made public or otherwise disclosed to any person, firm, corpo-
ration, agency, association, governmental body, or other entity ((exceptas

provided-by-REW-39:58:105)).
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(2) Subsection (1) of this section notwithstanding, the supervisor may
furnish all or any part of examination reports prepared by the supervisor's
office to: :

MCdcral agencies empowered to examine state banks, trust compa-

nies, or alien banks; ((to-theexamined-bank;—trust-company;oratien-bank
as-provided-in—subsection—{Hof-this-scctionand-to))

(b) Officials empowered to investigate criminal charges subject to legal
process, valid search warrant, or subpocna. If the supervisor furnishes any
cxamination report to officials empowered to investigate criminal charges,
the supervisor may only furnish that part of the report which is necessary
and pertinent to the investigation, and the supervisor may do this only after
notifying the affected bank, trust company, or alien bank and any customer
of the bank, trust company, or alicn bank who is named in that part of the
examination or report ((of-the-order-to-furnish-thepart-of-theexamination
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;

(c) The examined bank, trust company, or alien bank, or holding com-

pany thercof;
(d) The attorney general in his or her role as legal advisor to the

supervisor;

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

(f) A person or organization officially connected with the bank as offi-
cer, director, attorney, auditor, or independent attorney or independent
auditor;

(g) 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, and be
confidential and no person, agency, or authority to whom reports are fur-
nished 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 afTairs of any indi-
vidual or corporation: PROVIDED, That nothing herein shall prevent the
usc in a criminal prosccution of reports furnished under subsection (2) of
this section.

(4) The cxamination report made by the division of banking is de-
signed for use in the supervision of the bank, trust company, or alien

bank((;and-the-supervisormay—furnish-a—copyof-thereport-to-the—bank;
trust-company;orattenbank-examined)). The report shall remain the prop-

erty of the supervisor and will be furnished to the bank, trust company, or
alien bank solely for its confidential use. Under no circumstances shall the
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bank, trust company, or alien bank or any of its directors, officers, or em-
ployees disclose or make public in any manner the report or any portion
thereof, to any person or organization not connected with the bank as offi-
cer, 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 1o acquire or merge with the bank.

(5) Examination reports and information obtained by the supervisor
and the supervisor's stall in conducting examinations 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 uscd as evidence, any party may, upon notice to the supervisor, petition
the court for an in camera review of the report. The court may permit dis-
covery and introduction of only those portions of the report which are rele-
vant and otherwisc unobtainable by the requesting party. This subsection
shall not apply to an action brought or defended by the supervisor.

(7) This section shall not apply to investigation reports prepared by the
supervisor and the supervisor's staff concerning an application for a new
bank or trust company or an application for a branch of a bank, trust com-
pany, or alicn bank: PROVIDED, That the supervisor may adopt rules
making confidential portions of the reports if in the cupervisor's opinion the
public disclosure of the portions of the report would impair the ability to
obtain the information which the supervisor considers necessary to fully
evaluate the application.

(8) Every person who violates any provision of this section shall ((for=
feit—the—person's—office—or—employment—and)) be guilty of a gross
misdemeanor.

NEW SECTION. Scc. 3. The total loans and cxtensions of credit by a
bank or trust company to a person outstanding at any onec time shall not
exceed twenty percent of the capital and surplus of such bank or trust com-
pany. 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 commer-
cial 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 obliga-
tions wholly guarantced as to principal and intcrest by the United States;

(3) Loans or extensions of credit to or secured by unconditional take-
out commitments or guarantecs of any department, agency, burcau, board,
commission, or establishment of the United States or any corporation whol-
ly 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;
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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 out-
standing 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 mar-
ketable staples shall be subject to a limitation of thirty—five percent of capi-
tal and surplus in addition to the general limitations, if the market value of
the staples securing ecach 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 insur-
ance whenever it is customary to insure the staples;

(7) The purchase of bankers' acceptances of the kind described in sec-
tion 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 unpaid 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 pursu-
ant 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, partner-
ship, joint venture, association, trust, cstate, business trust, corporation,
sovereign government or agency, instrumentality, or political subdivision
thereof, or any similar entity or organization.

The supervisor 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 categorics of loans or ex-
tensions of credit, and to determine when a loan putatively made to a person
shall, for purposes of this section, be attributed to another person.

Sce. 4. Section 30.04.120, chapter 33, Laws of 1955 as amended by
section 1, chapter 104, Laws of 1973 Ist ex. sess. and RCW 30.04.120 are
each amended to rcad 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 neces-
sary 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
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private sale, or otherwise disposed of, within six months from the time of its
purchase or acquisition. Except as hereinafter provided or otherwise per-
mitted by law, nothing hercin 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 fed-
cral reserve bank: PROVIDED, That any ((swch)) 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 dis-
count 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 supervisor upon cause
shown. Banks and trust companies arc authorized to make loans on the se-
curity of the capital stock of a bank or trust company other than the lending
corporation.

NEW SECTION. Scc. 5. Unless otherwisc 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 invest-
ment 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, the investment of
such stock shall not exceed, together with all loans made to the corporation
by the bank, a sum cqual 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 regu-
lated 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 cxceed 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, ct seq., as subsequently
amended and in effect on the effective date of this act. The performance of
any service, and any records maintained by any such corporation for a bank,
shall be subjcct to regulation and examination by the supervisor and appro-
priate federal agencics 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;
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(6) A corporation engaging in business activities that have been deter-
mined 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
the effective date of this act;

(7) A governmentally sponsored corporation engaged in sccondary
marketing of loans and the stock of which must be owned in order to par-
ticipate 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 arc auth-
orized to be engaged in by the bank or trust company.

Sec. 6. Scction 30.04.130, chapter 33, Laws of 1955 and RCW 30.04-
.130 are cach amended to read as follows:

Any dcbt 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
((determimable)) readily ascertainable market value ((currentty—quoted—on

theNew—York—stock—exchange;)) shall be considered a bad debt, and shall
be charged off of the books of such corporation, Such ((bonds)) asscts shall

be carried on the books of such corporation at such value as the supervisor
may from time to time direct, but in no event shall such carrying valuc cx-
ceed 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 supervisor
specifying an additional period: PROVIDED, That time consumed by any
appeal shall be excluded.

All assets or portion thereof that the supervisor 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 se-
curities is permitted on a pro rata basis, over the life of the security.

Scc. 7. Section 30.04.140, chapter 33, Laws of 1955 as last amended
by scction 6, chapter 157, Laws of 1983 and RCW 30.04.140 are cach
amended to read as follows:

No bank or trust company shall pledge or hypothecate any of its secu-
ritics or assets to any depositor, except that it may qualify as depositary for
United States deposits, ((postal-savings—funds)) or other public funds, or
funds held in trust and deposited by any public officer by virtue of his office,
or as a depository for the moncy of estates under the statutes of the United
States pertaining to bankruptcy or funds deposited by a trustee or receiver
in_bankruptcy appointed by any court of the United States or any referce
thereof, or funds held by the United States or the state of Washington, or
any officer thercof in trust, or for funds of corporations owned or controlled
by the United States, and may give such security for such deposits as are
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required by law or by the officer making the same; and it may give sccurity
to its trust department for deposits with itself which represent trust funds
invested in savings accounts or which represent fiduciary funds awaiting in-
vestment or distribution.

Sec. 8. Section 30.04.180, chapter 33, Laws ol 1955 as last amended
by section 1, chapter 89, Laws of 1981 and RCW 30.04.180 arc ecach
amendcd to read as follows:

No bank or trust company shall declare or pay any dividend to an

amount greater than its net profits then on hand((;whtchnetprofitsshatt-be

trust-company)).
((Afterprovidingfor-the-above-deductions)) The board of directors of
any bank or trust company may ((at—any—rcgvhr—mecﬂng—thcrcnf)) 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 cqual to twenty-five
percent of the paid-in common ((capital)) stock of such bank or trust com-
pany: 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 re-
tired: PROVIDED FURTHER, That the supervisor shall in his discretion
have the power to requirc any bank or trust company to suspend the pay-
ment of any and all dividends until all requirements that may have been
made by the supervisor ((or-amy-duly-appointed-examiner)) 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
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vecn rescinded in writing. ((As—to-banks—or-trustcompanics—having-scgre-
gated—savings,—sums—carried—to—surptus—shalt—be—apportioned—between—or
among-departments-as-the-capital-ts-apportioned:)) A dividend is payable in
property or capital stock.

Sec. 9. Section 30.04.210, chapter 33, Laws of 1955 as last amended
by section 4, chapter 329, Laws of 1985 and RCW 30.04.210 arc cach
amended to read as follows:

A bank or trust company may purchase, hold, and convey real cstate
for the following purposes ((andno-other)):

(1) Such as shall be nccessary for the convenient transaction of its
business, including with its banking offices other ((apartments)) 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) onc
hundred twenty—five percent of its capital stock without the approval of the
supervisor.

(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 forcclosures, ((against-securities—hetd-by)) from debts owed to it.

(4) Such as a trust company reccives 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 rcal
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 dircctly or indirectly in
unimproved or improved real cstate.

No rcal 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
supervisor.

Secc. 10. Section 7, chapter 136, Laws of 1969 as amended by scction 8,
chapter 157, Laws of 1983 and RCW 30.04.215 arc cach amended to read
as follows:

(1) Notwithstanding any other provisions of law, in addition to all
powers enumerated by this title, and those necessarily implied therefrom, a
bank may cngage 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 closcly related to the business of banking, as of ((Aprit25;
1983)) the cffective date of this 1986 act. At least thirty days before in-
vestment in corporations or other entities under this chapter, notification by
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letter shall be made to the supervisor in accordance with such terms and
conditions as the supervisor 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 supervisor
for authorization to conduct such activity. Within thirty days of the receipt
of this application, the supervisor 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 capa-
ble of .performing such an activity. If the supervisor finds the activity to be
closcly related to the business of banking and the bank is otherwise quali-
fied, he shall forthwith inform the applicant that the activity is authorized.
If the supervisor determines that such activity is not closely related to the
business of banking or the bank is not otherwise qualified, he 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 34.04 RCW. In determining wheth-
cr a particular activity is closely related to the business of banking, the su-
pervisor shall be guided by the rulings of the board of governors of the
federal reserve system and the comptroller of the currency in making deter-
minations in connection with the powers exercisable by bank holding com-
panies, and the activitics 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 out-
standing stock of which is owned by the bank. ((Abank—shattnot-investa

_ X : it .

lgF . y "l ; pratam ll"llll'
section:))

(3) In addition to all powers enumerated by this title, and those neces-
sarily implicd therefrom, a bank may engage in other business activities that
arc determined by the supervisor, by regulation adopted pursuant to chapter
34.04 RCW, to be closely related to the business of banking, or necessary or
convenient thereto, and the exercise thereof will promote the public conve-
nience and advantage. Provided, however, that such other business activitics
shall also 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.

NEW SECTION. Sec. 11. In the absence of an express prohibition in
its articles of incorporation, the making of contributions or gifts for the
public welfare, or for charitable, scientific, or educational purposes by a
state bank or trust company is within its powers and shall be deemed to in-
ure to the benefit of the bank.

Sec. 12. Section 1, chapter 305, Laws of 1985 and RCW 30.04.238 are
cach amended to read as follows:
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(1) Notwithstanding any other provision of this title, a bank, with the
prior approval of the supervisor, may purchasc shares of its own capital
stock. ((However;mo—bank—maypurchascand-hold—at-any-timemore-than
five-percent-of-its—outstanding—shares—Sharespurchased—under—this—section
shattmot-beheld-foraperiod-greater-than—six-months:))

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

shares((;butnay beresold—at-any-time-within-six-months-afteracqutsition
fora-pncrcqunhnr-gmfcr-ﬂmnﬁrhghcrohhmcqnmmn—pncrorpaf
the-prior-writtemapprovat-of-the-supervisor)).

Scc. 13. Scction 9, chapter 104, Laws of 1973 Ist ex. sess. and RCW
30.04.380 are cach amended to read as follows:

Any bank or trust company ((which-tsa-memberof-thefederatreserve
systems;)) may invest an amount not exceeding ten per centum of its paid—in
capital stock and surplus in the stock of one or more banks or corporations
chartered under the laws of the United States, or of any state thercof, and
principally engaged in international or foreign banking, or banking in a de-
pendency or insular possession of the United States, cither directly or
through the agency, ownership or control of local institutions in foreign
countries, or in such dependencies or insular posscssions.

Sec. 14. Section 10, chapter 104, Laws of 1973 Ist cx. sess. and RCW
30.04.390 are cach amended to read as follows:

Any bank or trust company ((whichis-a-member-of-thefederal-reserve
systent;)) may acquire and hold, directly or indirectly, stock or other evi-
dence of indebtedness ((of)) or ownership in onc or more banks organized
under the law of a foreign country or a dependency or insular possession of
the United States.

Scc. 15. Section 2, chapter 246, Laws of 1977 ex. sess. as amended by
section 5, chapter 305, Laws of 1985 and RCW 30.04.405 arc each amend-
ed 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 a_copy 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 supervisor may prescribe as necessary or appropriate in
the particular instance for the protection of bank depositors, borrowers, or
sharcholders and the public interest:

(a) The identity, banking and business expericnce of each person by
whom or on whose behalf acquisition is to be made;

(b) The financial and managerial resources and future prospects of
cach person involved in the acquisition;
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(c) The terms and conditions of any proposed acquisition and the
manner in which the acquisition is to be made;

(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 considera-
tion has been or is to be borrowed or otherwise obtainzd for the purpose of
making the acquisition;

(c¢) 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;

(M) The identification of any person employed, retained, or to be com-
pensated by the acquiring party, or by any person on its behalf, who makes
solicitations or recommendations to sharcholders 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 sharcholders 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 do-
mestic bank holding company as defined in RCW 30.04.230 nced only noti-
fy the supervisor 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 may require that the
information required by subsection (1)(a), (b), and (F) of this section be
given with respect to cach 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 supervisor 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 cach person who is directly or indirectly
the beneficial owner of twenty—five percent or more of the outstanding vot-
ing 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 regis-
tration statement under the Sccurities Act of 1933 (48 Stat. 74, 15 US.C,,
Scc. 77(a)), as amended, or in circumstances requiring the disclosure of
similar information under the Sccuritics Exchange Act of 1934 (48 Stat.
881, 15 U.S.C., Scc. 78(a)), as amended, the registration statement or ap-
plication may be filed with the supervisor in licu of the requircments of this
section,
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(6) Any acquiring party shall also dcliver a copy of any notice or ap-
plication required by this section to the bank proposed to be acquired within
two days after the notice or application is filed with the supervisor.

(7) Any acquisition of control in violation of this scction shall be inef-
fective and void.

((69)) (8) Any person who wilfully or intentionally violates this scc-
tion or any rule adopted pursuant thercto is guilty of a gross misdemecanor
pursuant to chapter 9A.20 RCW. Each day's violation shall be considered a
scparate violation, and any person shall upon conviction be fined not more
than one thousand dollars for each day the violation continucs.

NEW SECTION. Scc. 16. Any investment by a bank other than a
loan, if legal and authorized when made, may continuc to be held by the
bank notwithstanding a change in circumstances or change in the law.

Scc. 17. Scction 30.08.010, chapter 33, Laws of 1955 as last amended
by scction 3, chapter 104, Laws of 1973 Ist ex. sess. and RCW 30.08.010
arc cach amended to rcad as follows:

When authorized by the supervisor, as hereinafter provided, five or
morc natural persons, citizens of the United States, may incorporate a bank
or trust company in the manner herein prescribed. No bank or trust com-
pany shall incorporate for less amount nor commence business unless it
((have)) has a paid-in capital ((asfotows:
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{mradditton—to-the—foregoing;)) stock, surplus and undivided profits in

the amount as may be determined by the supervisor after consideration of
the proposed location, management, and the population and economic char-
acteristics for the arca, the naturc of the proposed activitics and operation
of the bank or trust company, and other factors deemed pertinent by the
supervisor. Each bank and trust company shall before commencing business
have subscribed and paid into it in the same manner as is required for cap-
ital stock, an ((additionat)) amount cqual to at least ten percent of the cap-
ital stock above required((—Such-additionatl-amount)), that shall be carried
in the undivided profit account and may be used to defray organization and
operating cxpenscs of the company ((deemed-reasonable-by-the-supervisor)).
Any sum not so used shall be transferred to the surplus fund of the compa-
ny before any dividend shall be declared to the stockholders.

Sec. 18. Section 30.08.020, chapter 33, Laws of 1955 as last amended
by section 1, chapter 73, Laws of 1981 and RCW 30.08.020 arc cach
amended to read as follows:

Persons desiring to incorporate a bank or trust company shall file with
the supervisor a notice of their intention to organize a bank or trust compa-
ny in such form and containing such information as the supervisor shall
prescribe by regulation, together with proposed articles of incorporation,
which shall be submitted for examination to the supervisor at his office in
Olympia.

The proposed articles of incorporation shall state:

(1) The name of such bank or trust company.

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

(3) The nature of its business, whether that of a commercial bank, ((a
savings-bank-or-both)) or a trust company.

(4) The amount of its capital stock, which shall be divided into shares
of ((mot—tess—than—ten—dolars—each; nmor—more—thanmonc—hundred—dottars
each;)) a_par or no par value as may be provided in the articles of
incorporation.

(5) ((Fheperiod—for-which—such—corporation—is—organized,—which-may

£6))) The names and places of residence and mailing addresses of the
persons who as directors arc to manage the corporation until the first annual
meeting of its stockholders.
(((h1martictesfited-omror-beforeFune+-1985for four-yearsfrom-the
. ) , ’
" l]' . . HlFl 5 isor—t Hi]’l l
i A i Al A
y ProT the her—baric . Fitiated—f g’l'

111941




WASHINGTON LAWS, 1986 Ch. 279

corporation:))

(6) If there is to be preferred or special classes of stock, a statement of

preferences, voting rights, if any, limitations and relative rights in respect of
the shares of each class; or a statement that the shares of each class shall
have the attributes as shall be determined by the bank's board of dircctors
from time to time with the approval of the supervisor.

(7) Any provision granting the shareholders the preemptive right to
acquire additional shares of the bank and any provision granting sharchold-
ers the right to curmulate their votes.

(8) Any provision, not inconsistent with law, which the incorporators
clect to set forth in the articles of incorporation for the regulation of the
internal afTairs of the corporation, including any provision restricting the
transfer of shares and any provision which under this title is required or
permitted to be sct forth in the bylaws.

(9) Any provision the incorporators elect to so sct forth, not inconsis-
tent with law or the purposes for which the bank is organized, or any pro-
vision limiting any of the powers granted in this title.

It shall not be necessary to set forth in the articles of incorporation any
of the corporate powers granted in this title. The articles of incorporation
shall be signed by all of the incorporators and acknowledged before an offi-
cer to take acknowledgments.

Scc. 19. Scction 30.08.050, chapter 33, Laws of 1955 as last amended
by section 16, chapter 302, Laws of 1981 and RCW 30.08.050 are cach
amended to read as follows:

In casc of approval the supervisor shall forthwith give notice thereof to
the proposed incorporators and file onc of the triplicate articles of incorpo-
ration in his own oflice, and shall transmit another triplicate to the secretary
of state, and the last to the incorporators. Upon receipt from the proposed
incorporators of the same fees as arc required for filing und recording other
articles of incorporation the secretary of state shall file such articles and
record the same. Upon the filing of articles of incorporation ((in-triphcate;))
approved as aforesaid by the supervisor, with the sccretary of state, all per-
sons named therein and their successors shall become and be a corporation,
which shall have the powers and be subject to the dutics and obligations
prescribed by this title, and whose cxistence shall continue from the date of
the filing of such articles ((fortheterm-mentioned-in-its-articles-ofincorpo=
ratiomuniess—sooner)) until terminated pursuant to law; but such corpora-
tion shall not transact any busincss cxcept as is necessarily preliminary to
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its organization until it has reccived a certificate of authority as provided
herein.

Sec. 20. Scction 30.08.060, chapter 33, Laws of 1955 as last amended
by section 17, chapter 302, Laws of 1981 and RCW 30.08.060 arc cach
amended to read as follows:

Before any bank or trust company shall be authorized to do business,
and within nincty days after approval of the articles of incorporation or
such other time as the supervisor may allow, it shall furnish proof satisfac-
tory to the supervisor that such corporation has a paid-in capital in the
amount ((fixed-by-itsarticltes-of-incorporationand-by-this-titte)) determined
by the supervisor, that the requisite surplus or reserve fund has been accu-
mulated or paid in cash, and that it has in good faith complied with all the
requirements of law and fulfilled all the conditions precedent to commenc-
ing business imposed by this title, If so satisfied, and within thirty days after
receipt of such proof, the supervisor shall issuc under his hand and official
seal, in triplicate, a certificate of authority for such corporation. The certifi-
cate shall state that the corporation therein named has complied with the
requirements of law, that it is authorized to transact ((at-theptacedesig-

mated-im-itsarticles-of-incorporation)) the business of a bank or trust com-
pany, or both, as the case may be: PROVIDED, HOWEVER, That the

supervisor may make his issuance of the certificate to a bank or trust com-
pany authorized to accept deposits, conditional upon the granting of deposit
insurance by the federal deposit insurance corporation, and in such event,
shall set out such condition in a written notice which shall be delivered to
the corporation.

One of the triplicate certificates shall be transmitted by the supervisor
to the corporation and one of the other two shall be filed by the supervisor

in the ((sameoffices—where-thearticles-of-incorporation—arefited)) office of

the sccretary of state and shall be attached to said articles of incorpora-
tion((;and—the—one—fited—with—the—sccretaryof-state—shatt-berecorded)):
PROVIDED, HOWEVER, That if the issuance of the certificate is made
conditional upon the granting of deposit insurance by the federal deposit
insurance corporation, the supervisor shall not transmit or file the certificate
until such condition is satisfied.

Scc. 21. Section 30.08.070, chapter 33, Laws of 1955 as amended by
scction 18, chapter 302, Laws of 1981 and RCW 30.08.070 arc cach
amended to read as follows:

Every corporation herctofore or hercafter authorized by the laws of
this state to do business as a bank((;)) or trust company, ((mutuat-savings
bank—mndnsﬂmi—han—companr)) which corporation shall have failed to

organizc and commence business within six months after certificate of au-
thority to commence business has been issued by the supervisor, shall forfeit
its rights and privileges as such corporation, which fact the supervisor shall
certify to the sccretary of state, and such certificate of forfeiture shall be
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filed and recorded in the office of the sccretary of state in the same manner
as the certificate of authority: PROVIDED, That the supervisor may, upon
showing of cause satisfactory to him, issue an order under his hand and seal
extending for not more than three months the time within which such or-
ganization may be cffected and business commenced, such order to be
transmitted to the office of the secretary of state and filed and recorded
therein.

Sec. 22. Scction 4, chapter 89, Laws of 1981 and RCW 30.08.082 are
cach amended to read as follows:

(1) Notwithstanding any other provisions of law and if so authorized
by its articles of incorporation or amendments thercto made in the manner
provided in the case of a capital increasc, any bank ((and)) or trust compa-
ny may, pursuant to action taken by its board of directors from time to time

with the approval of the supervisor, ((and—in—the-manner—provided-in—the
caseof-acapitabincrease;)) issue shares of preferred ((stockof-oncor-more

classes)) or special classes of stock with the attributes and in such amounts

and with such par value, if any, as shall be ((approved-by)) determined bx
the board of directors from time to time with the approval of the supervi-
sor((;-and-make-such-amendments-to-itsarticlesof irrcorporation—as—may-be
necessary-for-thispurpose;-but,tnthecascof-anynewly-organized-bank-and
hich-] . l ot} . ¢
i ). No increase of pre-
ferred stock shall be valid until the amount thercof shall have been sub-
scribed and actually paid in and a certificate of increase is received from the
supervisor.

(2) If provided in its articles of incorporation, a bank or trust company
may issuc shares of preferred or special classes having any one or several of
the following provisions:

(a) Subjecting the shares to the right of the bank or trust company to
repurchase or retire any such shares at the price fixed by the articles of in-
corporation for the repurchase or retirement thercof;

(b) Entitling the holders thercof to cumulative, noncumulative, or par-
tially cumulative dividends;

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

(d) Having preference in the assets of the bank or trust company over
any other class or classes of shares upon the voluntary or involuntary liqui-
dation of the bank or trust company;

(¢) Having voting or nonvoting rights; and

(f) Being convertible into shares of any other class or into shares of
any scrics of the same or any other class, except a class having prior or su-
perior rights and preferences as to dividends or distribution of assets upon

liquidation.
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NEW SECTION. Secc. 23. A ncw scction is added to chapter 30.08
RCW to read as follows:

(1) If the articles of incorporation shall expressly vest authority in the
board of directors, then, to the extent that the articles of incorporation shall
not have cstablished series, and fixed and determined the variations in the
relative rights and preferences as between serices, the board of directors have
authority to divide any or all of the classes into serics and, within the limi-
tation sct forth in this section and in the articles of incorporation, fix and
determine the relative rights and preferences of the shares of any serics so
cestablished.

(2) In order for the board of directors to establish a series, where au-
thority to do so is contained in the articles of incorporatior., the board of
directors shall adopt a resolution setting forth the designation of the scrics
and fixing and determining the relative rights and preferences thereof, or so
much thereof as is not fixed and determined by the articles of incorporation.

(3) Prior to the issue of any shares of a series established by resolution
adopted by the board of directors, the corporation shall file and execute in
the manner provided in this section a statement setting forth:

(a) The name of the bank;

(b) A copy of the resolution establishing and designating the series,
and fixing and determining the relative rights and preferences thereof;

(c) The date of adoption of such resolution; and

(d) That the resolution was duly adopted by the board of directors.

(4) The statement shall be executed in triplicate by the bank by one of
its officers and shall be delivered to the supervisor. If the supervisor finds
that the statement conforms to law, the supervisor shall, when all fees have
been paid as provided in this title:

(a) Endorse on cach of the triplicate originals the word "Filed," and
the effective date of the filing thercof;

(b) File two of the originals; and

(c) Return the other original to the bank or its representative.

(5) Upon the filing of the statement by the supervisor with the secre-
tary of state, the resolution establishing and designating the series and fix-
ing and determining the relative rights and preferences thereof shall become
effective and shall constitute an amendment of the articles of incorporation.

Secc. 24. Section 5, chapter 89, Laws of 1981 and RCW 30.08.084 are
cach amended to read as follows:

Notwithstanding any other provisions of law, whether relating to re-
striction upon the payment of dividends upon capital stock or otherwise, the
holders of shares of preferred ((stock—issued—pursuant—to—sectiom—5—ofthis
act)) or spccml classes of stock shall be entitled to receive such ((cumuta=
tive)) dividends on the purchase price received by the bank ((and)) or trust

company for such stock ((and—sh:rH-havc—mdrvotmg*md—mnmm—nghts
and-such-controt-of-management-and-in-theevent-of-theretirementofsuch

[1198 ]




WASHINGTON LAWS, 1986 Ch. 279

stoc

ck—shatt-recetve—such—retirement—price;, mot-in—excess—of —such—purchase
priceplusaitaccumutated-dividends;)) as may be provided by the articles of

incorporation or by the board of directors of the bank or trust company with
the approval of the supervisor.

No dividends shall be declared or paid on common stock until ((the))
cumulative dividends, if any, on the shares of preferred or special classes of
stock shall have been paid in full; and, if the supervisor takes possession of a
bank or trust company for purposes of liquidation, no payments shall be
made to the holders of the common stock until the holders of the shares of
preferred or special classes of stock shall have been paid in full such amount

as may be provided ((in—the-articlesof-incorporation—with—the-approvat-of
the supervisor;not-inexcessof-such-purchaseprice-of such-preferred-stock) )
under the terms of said shares plus all accumulated dividends, if any.

Sec. 25. Section 6, chapter 89, Laws of 1981 and RCW 30.08.086 are
cach amended to read as follows:

If any part of the capital of a bank and trust company consists of pre-
ferred stock, the determination of whether or not the capital of such bank is
impaired and the amount of such impairment shall be based on the ((par))
value of its stock as established at the time it was issued, or its par value, if
any, even though the amount which the holders of such preferred stock shall
be entitled to receive in the event of retirement or liquidation shall be in
excess of the originally established value or the par value of such preferred
stock.

Scc. 26. Section 1, chapter 140, Laws of 1965 as amended by section 1,
chapter 106, Laws of 1979 and RCW 30.08.087 are each amended to read
as follows:

Any bank or trust company may provide in its articles of incorporation
or amendments thereto for authorized but unissued shares of its capital

stock ((for-the-followingpurposes;
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value-of-theshares—at-thetimeof-the—sale)). The shares may be issued for
such consideration as shall be established by the board from time to time
but for not less than the par value, if any, and all consideration received
therefor shall be allocated to the capital stock or surplus of the corporation.

Sec. 27. Section 2, chapter 140, Laws of 1965 as amended by scction 2,
chapter 106, Laws of 1979 and RCW 30.08.088 are cach amended to rcad
as follows:

(« . , . . .

'115'.1 teshrtt : l 'll'll : e
) hich— ‘ i fut-beforet . fective—t )
The authorized but unissued shares shall not become a part of the capital
stock ((except—for—the—purposes—hercof)) until they have been issued and
paid for ((in—cash)). Prior to the issuance of authorized but unissued stock,
the bank shall notify the supervisor of the proposed issuance and the con-
sideration to be reccived thercfor and reccive the supervisor's approval
thercof, except that such notification and such approval shall not be re-
quired if the authorized but unissued stock is issued to employces of the
bank pursuant to approved stock option, stock purchase, stock bonus or
other similar plans approved by the supervisor.

Sec. 28. Scction 30.08.090, chapter 33, Laws of 1955 as amended by
section 3, chapter 140, Laws of 1965 and RCW 30.08.090 arc cach amend-
cd to read as follows:

Any bank or trust company may increase or decrcase its capital stock
or otherwise amend its articles of incorporation, in any manner not incon-
sistent with the provisions of this title, by a vote of the stockholders repre-
senting two-thirds of ((itsissued-capitat-stock)) cach class of shares cntitled
to votc under the terms of the shares at any regular meeting, or special
mecting duly called for that purposc in the manner prcscrlbcd by its by-

certificate of the fact and the terms of the amendment shall be cxecuted by
a majority of the dircctors and filed as required hereia for articles of incor-

poration. ((Exeept-whenmamamendment—provides—for authorized—but—unis-
sted—shares—ay--permitted—in—this—title;)) No ((increase—of—authorized))
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issuance of capital stock shall be valid, until the amount thercof shall have
been ((subseribed—and)) actually paid in and a certificate of increase is re-
ceived from the supervisor. No reduction of the capital stock shall be made

to an amount less than is required for capital((; mor—be-vatid;mor-warrant

o) 1 b 1 b » ‘» Y

“haft frcts ” thotd lFI ]I'l'l'l ot
corporation—incurred-prior-thereto)) by the supervisor. No amendment shall
be made whereby a bank becomes a trust company unless such bank shall
first receive permission from the supervisor.

Banks having authorized but unissued stock shall disclose on all state-
ments of condition the amount of authorized stock and the amount of issued
and paid in stock, as certified by the supervisor. The supervisor shall certify
to each bank having authorized but unissued stock the amount of its issued
and paid in capital stock and this amount shall be used in all statements of
condition and in computing the capital of the bank for purposes of deter-
mining loan or investment limits ((amd-branching—powers)) until a new cer-
tificate is issued by the supervisor. In cases where a bank issues authorized
but unissued stock as permitted by this title, a new certificate nced not be
requested upon cach stock issuc. However, if the bank so requests and the
supervisor approves, a certificate of issued and paid in capital stock shall be
issued by the supervisor. A new certificate must be requested at such time
as any increase of paid in capital stock represents five percent of the auth-
orized capital stock and at such time as there is no remaining authorized
but unissued stock.

Scc. 29. Section 30.08.140, chapter 33, Laws of 1955 as amended by
section 3, chapter 248, Laws of 1957 and RCW 30.08.140 arc cach amend-
cd to read as follows:

Upon the issuance of a certificate of authority to a bank, the persons
named in the articles of incorporation and their successors shall thercupon
become a corporation and shall have power:

(1) To adopt and use a corporate seal.

(2) To have perpetual succession ((for-the-termmentioned-in-its—arti=
cles-of-incorporation)).

(3) To make contracts.

(4) To suc and be sued, the same as a natural person.

(5) To clect directors who, subject to the provisions of the corporation's
bylaws, shall have power to appoint such officers as may be necessary or
convenient, to define their powers and duties and to dismiss them at plea-
sure, and who shall also have general supervision and control of the aflairs
of such corporation.

(6) (¢

[ 1201 ]



Ch. 279 WASHINGTON LAWS, 1986

d

3)) To make and alter bylaws, not inconsistent with its articles of in-

corporation or with the laws of this state, for the administration and regu-
lation of its affairs.

(7) To invest and reinvest its funds in marketable obligations evidenc-
ing the indcbtedness of any person, copartnership, association, or corpora-
tion in the form of bonds, notes, or debentures commonly known as
investment sccuritics except as may by regulation be limited by the
supervisor.

(8) To discount and ncgotiatc promissory notes, drafts, bills of ex-
change and other cvidences of debt, to receive deposits of money and com-
mercial paper, to lend money ((on—reat-or—persomat-security)) sccured or
unsccured, to issuc all forms of letters of credit, to buy and sell bullion,
coins and bills of exchange.

((€8))) (9) To take and receive as bailec for hire upon terms and con-
ditions to be prescribed by the corporation, for safckeceping and storage,
jewelry, plate, money, specic, bullion, stocks, bonds, mortgages, sccuritics
and valuable paper of any kind and other valuable personal property, and to
rent vaults, safes, boxes and other receptacles for safckeeping and storage of
personal property.

((99)) (10) If the bank be located in a city of not more than five
thousand inhabitants, to act as insurance agent. A bank cxcrcising this
power may continuc to act as an insurance agent notwithstanding a change
of the population of the city in which it is located.

((183)) (11) To accept drafts or bills of exchange drawn upon it hav-
ing not more than six months sight to run, which grow out of transactions
involving the importation or exportation of goods; or which grow out of
transactions involving the domestic shipment of goods, providing shipping
documents conveying or sccuring title are attached at the time of accept-
ance; or which arc secured at the time of acceptance by a warchouse receipt
or other such document conveying or sccuring title to readily marketable
staples. No bank shall accept, cither in a forcign or a domestic transaction,
for any onc person, company, firm or corporation, to an amount cqual at
any one time in the aggregate to more than ten percent of its paid up and
unimpaired capital stock and surplus unless the bank is sccured by attached
documents or by some other actual sccurity growing out of the samc trans-
action as the acceptance; and no bank shall accept such bills to an amount
cqual at any time in the aggregate to more than onc-half of its paid up and
unimpaired capital stock and surplus: PROVIDED, HOWEVER, That the
supervisor, under such general regulations applicable to all banks irrespec-
tive of the amount of capital or surplus, as hc may prescribe may authorize
any bank to accept such bills to an amount not excceding at any time in the
aggregate onc hundred percent of its paid up and unimpaired capital stock
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and surplus;: PROVIDED, FURTHER, That the aggregate of acceptances
growing out of domestic transactions shall in no event exceed fifty percent
of such capital stock and surplus.

((€HD)) (12) To accept drafts or bills of exchange drawn upon it, hav-
ing not morc than three months sight to run, drawn under regulations to be
prescribed by the supervisor by banks or bankers in foreign countrics or de-
pendencies or insular possessions of the United States for the purpose of
furnishing dollar exchange as required by the usages of trade in the respec-
tive countrics, dependencics or insular possessions. Such drafts or bills may
be acquired by banks in such amounts and subject to such regulations, re-
strictions and limitations as may be provided by the supervisor; PROVID-
ED, HOWEVER, That no bank shall accept such drafts or bills of
exchange referred to in this subdivision for any one bank to an amount ex-
ceeding in the aggregate ten percent of the paid up and unimpaired capital
and surplus of the accepting bank unless the draft or bill of exchange is ac-
companied by documents conveying or sccuring title or by some other ade-
quate security, and that no such drafts or bills of exchange shall be accepted
by any bank in an amount exceceding at any time the aggregate of one-half
of its paid up and unimpaired capital and surplus: PROVIDED FUR-
THER, That compliance by any bank which is a member of the federal re-
serve system of the United States with the rules, regulations and limitations
adopted by the federal reserve board thereof with respect to the acceptance
of drafts or bills of exchange by members of such federal reserve system
shall be a sufficient compliance with the requirements of this subdivision or
paragraph rclating to rules, regulations and limitations prescribed by the
supervisor.

(12 Fhis-section-ts-retroactive-as—of June—10;193Hand-thepowers

. .
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(13) To have and exercise all powers necessary or convenient to cffect
its_purposcs.

(14) To serve as custodian of an individual retirement account and
pension and profit sharing plans qualified under internal revenue code scc-
tion 401(a), the asscts of which are invested in deposits of the bank or trust
company or arc invested, pursuant to directions from the customer owning
the account, in securities traded on a national sccurities market: PROVID-
ED, That the bank or trust company shall accept no investment responsi-
bilitics over the account unless it is granted trust powers by the supervisor.

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

Scc. 30. Scction 30.12.010, chapter 33, Laws of 1955 as last amended
by section 8, chapter 196, Laws of 1982 and RCW 30.12.010 arec cach
amended to read as follows:
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Every bank and trust company shall be managed by not less than five
dircctors, ((cxmptmg—fhat-a-banfhawng—rmpﬁﬁ-of—ﬁfty-thomnd-doﬂm
)) who need not be residents of this

state. Directors shall be clected by the stockholders and hold office for ((ome
year)) such term as is specified in_the articles of incorporation, not exceed-
ing three years, and until their successors are clected and have qualified. In
the first instance the directors shall be those named in the articles of incor-
poration and afterwards, those elected at the annual meeting of the stock-
holders to be held at least once each year on a day to be specified by the
bank's or trust company's bylaws ((butnottater-than—May—t5th—of—each
year)). Sharcholders may not cumulate their votes unless the articles of in-
corporation spccifically so provide. If for any cause no clection is held at
that time, it may be held at an adjourned meeting or at a subscquent mect-
ing called for that purpose in the manner prescribed by the corporation's
bylaws. The dircctors shall meet at least onice cach month and whenever re-
quired by the supervisor. A majority of the then serving board of dircctors
shall constitute a quorum for the transaction of business. At all stockhold-
ers' meetings, cach share shall be entitled to one vote, unless the articles of
incorporation provide otherwise. Any stockholder may vote in person or by

wnllcn proxy. ((Evcry—dwcctor—nmst—own—m-hrs—own—nght—sh:rr:s—of—rhc

other-mannerdisqualified;shatt-thercby-vacate-hisptace:))

Immediately upon clection, each director shall take, subscribe, swear
to, and file with the supervisor an oath that he will, so far as the duty de-
volves upon him, diligently and honestly administer the afTairs of such cor-
poration and will not knowingly violate or willingly permit to be violated
any provision of law applicable to such corporation ((and-that—te—is—the

bmﬁmhwnmn—goo&hth—of—thcmnmbcroﬁhmohm:kﬂqmcd—by‘ .

my—plcdgcd—as-sccnnty—for—my-}m—or&cbt)) Vacancices in the board of
directors shall be filled by the board.

Scc. 31. Section 30.12.020, chapter 33, Laws of 1955 as amended by
scction 9, chapter 136, Laws of 1969 and RCW 30.12.020 arc cach amend-
cd to recad as follows:
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All meetings of the stockholders of any bank or trust company, except
organization mectings, and mectings held with the consent of all stockhold-
crs, must be held in the ((town-or—city)) county in which the head officc or
any branch of the corporation is located. Mcetings of the dircctors of any
bank or trust company may be held cither within or without this state. Ev-
cry such corporation shall keep ((a—book)) records in which shall be record-
cd the names and residences of the stockholders thereof, the number of
shares held by cach, ((when—each—person—becamea—stockhotder)) and also
the transfers of stock, showing the time when made, the number of shares
and by whom transferred. In all actions, suits and proccedings, said
((book)) records shall be prima facie proof of the facts shown thercin. All of
the corporate books, including the certificate book, stockholders' ledger and
minute book or a copy thercof shall be kept at the corporation's principal
placc of business ((and—mot—elsewhere)). Any books, record, and minutes
may bc in written form or any other form capable of being converted to
written form within a reasonablc time.

(W et — e . l it ¢ b
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order-ofthe-supervisor:))

NEW SECTION. Scc. 32. A new scction is added to chapter 30.12
RCW to read as follows:

Any person who has been a sharcholder of record at least six months
immediatcly preceding his or her demand or who is the holder of record of
at lcast five percent of all the outstanding sharcs of a bank or trust compa-
ny, upon written demand stating the purposc thercof, has the right to cx-
aming, in person, or by agent or attorncy, at any reasonable time or times,
for any proper purpose, the bank or trust company's minutes of the pro-
cecdings of its sharcholders, its sharcholder records, and its existing publicly
availablc rccords. The person is cntitled to make extracts thercfrom, except
that the person is not cntitled to view or make cxtracts of any portion of
minutes that refer or relate to information which is confidential.

Any officer or agent who, or a bank or trust company that, refuses to
allow any such sharcholder or his or her agent or attorney, to examinc and
make extracts from its minutes of the proccedings of its sharcholders,
record of sharcholders, or cxisting publicly available books and rccords, for
any proper purposc, shall be liable to the sharcholder for actual damages or
other remedy afforded the sharcholder by law.

It is a dcfense to any action for penaltics under this scction that the
person suing therefor has, within two years: (1) Sold or offered for sale any
list of sharcholders for sharcs of such bank or trust company or any other
bank or trust company; (2) aided or abetted any person in procuring any list
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of sharcholders for any such purpose; (3) improperly used any information
sccured through any prior cxamination of cxisting publicly available books
and records, or minutes, or record of sharcholders of such bank or trust
company or any other bank or trust company; or (4) not acted in good faith
or for a proper purpose in making his or her demand.

Nothing in this section impairs the power of any court of competent
jurisdiction, upon proof by a sharcholder of proper purpose, irrespective of
the period of time during which the sharcholder has been a sharcholder of
record, and irrespective of the number of shares held by him or her, to
compel the production for cxamination by the sharcholder of the existing
publicly available books and records, minutes, and record of sharcholders of
a bank or trust company.

Upon the written request of any sharcholder of a bank or trust compa-
ny, the bank or trust company shall mail to the sharcholder its most recent
financial statements showing in reasonable detail its asscts and liabilities
and the results of its operations. As used in this section, "sharcholder" in-
cludes the holder of voting trust certificates for shares.

Sec. 33. Scction 30.12.030, chapter 33, Laws of 1955 and RCW 30-
.12.030 arc cach amended to read as follows:

(1) Except as otherwisc permitted by the supervisor under specified
terms and conditions, the board of directors of cach bank and trust compa-
ny shall direct and require good and sufficient surcty company fidelity bonds
issued by a company authorized to engage in the insurance business in the
statc of Washington on all active officers and employees, whether or not
they draw salary or compensation, which bonds shall provide for indemnity
to such bank or trust company, on account of any losses sustained by it as
the result of any dishonest, fraudulent or criminal act or omission commit-
ted or omitted by them acting independently or in collusion or combination
with any person or persons. Such bonds may be individual, schedule or
blanket form, and the premiums therefor shall be paid by the bank or trust
company.

(2) The said directors shall also direct and requirce suitable insurance
protection to the bank or trust company against burglary, robbery, theft and
other similar insurance hazards to which the bank or trust company may be
exposed in the operations of its business on the premises or clsewhere.

The said directors shall be responsible for prescribing at least once in
cach year thc amount or penal sum of such bonds or policies and the sure-
tics or underwriters thercon, after giving duc consideration to all known el-
ements and factors constituting such risk or hazard. Such action shall be
recorded in the minutes of the board of directors ((and-thereafterbe—re-
ported-to-the-supervisor-and-besubject-to-hisapproval)).

Sec. 34. Scction 30.12.050, chapter 33, Laws of 1955 and RCW 30-
.12.050 arc cach amended to read as follows:
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A director, officer, employce or other agent of any bank shall not pur-
chase, or be interested in the purchase, dircctly or indirectly, of any of its
assets without the previous ((written)) consent of ((thesupervisorand-of)) a
majority of ({the)) disinterested directors of the bank: PROVIDED, That if
the fair market value of the asset or asscts exceed ten thousand dollars, not
less than ten days' prior notice of the sale shall be given to the supervisor.
(o I i d — dthe-dor ; n
t T " hat—forfeit-to-the—statedouble-the—amount—of
any-foss—suffered-by-the-bank-or-trust-company-on-accountof the—untawfut
purchase;therecovery-to-be-one=hatffor-the-use-of-the-bank-or-trustcom-
pany-and-therest-fortheusc-of-the-state:))

Scc. 35. Section 30.12.110, chapter 33, Laws of 1955 and RCW 30-
.12.110 are cach amended to rcad as follows:

((Every)) No officer, director, agent, employee or stockholder of any
bank or trust company ((who)) shall, dircctly or indirectly, rececive a bonus,
commission, compensation, remuncration, gift, speculative interest or gratu-
ity of any kind from any person, firm or corporation other than the bank or
as allowed by scction 36 of this 1986 act for granting, procuring or endcav-
oring to procure, for any person, firm or corporation, any loan by or out of
the funds of such bank or trust company or the purchase or sale of any se-
curities or property for or on account of such bank or trust company or for
granting or procuring permission for any person, firm or corporation to
overdraw any account with such bank or trust company((;)). Any person
violating this section shall be guilty of a ((fetony)) gross misdemeanor.

NEW SECTION. Sec. 36. A ncw scction is added to chapter 30.12
RCW 1o rcad as follows:

(1) Il a transaction is fair to a corporation at the time it is authorized,
approved, or ratificd, the fact that a director or an officer had a direct or
indircct interest in the transaction is not grounds for cither invalidating the
transaction or imposing liability on the dircctor or officer.

(2) In any procceding sccking to invalidate a transaction with the cor-
poration in which a director or an officer had a direct or indirect interest in
a transaction with the corporation, the person asserting the validity of the
transaction has the burden of proving fairness unless:

(a) The material facts of the transaction and the dircctor's or officer's
interest was disclosed or known to the board of dircctors, or a committee of
the board, and the board or committec authorized, approved, or ratified the
transaction; or

(b) The material facts of the transaction and the director's or officer's
interest was disclosed or known to the sharcholders cntitled to vote, and
they authorized, approved, or ratified the transaction.

(3) For purposcs of this section, a dircctor or an officer of a corporation
has an indirect interest in a transaction with the corporation if:
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(a) Another entity in which the director or officer has a material fi-
nancial interest, or in which such person is a general partner, is a party to
the transaction; or

{b) Another entity of which the director or officer is a director, officer,
or trustee is a party to the transaction, and the transaction is or should be
considered by the board of directors of the corporation.

(4) For purposes of subsection (3)(a) of this section, a transaction is
authorized, approved, or ratified only if it receives the affirmative vote of a
majority of the directors on the board of directors or on the committee who
have no direct or indirect interest in the transaction. If a majority of the
directors who have no direct or indirect interest in the transaction vote to
authorize, approve, or ratify the transaction, a quorum is present for the
purpose of taking action under this section. The prescnce of, or a vote cast
by, a director with a direct or indirect interest in the transaction does not
afTect the validity of any action taken under subsection (3)(a) of this section
if the transaction is otherwise authorized, approved, or ratified as provided
in that subscction,

(5) For purposes of subsection (3)(b) of this section, a transaction is
authorized, approved, or ratified only if it reccives the vote of a majority of
shares entitled to be counted under this subsection. All outstanding shares
entitled to vote under this title or the articles of incorporation are entitled to
be counted under this subsection except shares owned by or voted under the
control of a director or an officer who has a direct or indirect interest in the
transaction. Shares owned by or voted under the control of an entity de-
scribed in subsection (3)(a) of this section shall not be counted to determine
whether shareholders have authorized, approved, or ratified a transaction
for purposes of subsection (3)(b) of this section. The vote of the shares
owned by or voted under the contro! of a director or an officer who has a
direct or indirect interest in the transaction and shares owned by or voted
under the control of an entity described in subsection (3)(a) of this section,
however, shall be counted in determining whether the transaction is ap-
proved under other sections of this title and for purposes of determining a
quorum,

NEW SECTION. Sec. 37. A new section is added to chapter 30.12
RCW 1o read as follows:

Subject to any restrictions in its articles of incorporation and in ac-
cordance with and subject to the provisions of RCW 30.08.088, the board of
directors of a bank or trust company may grant options entitling the holders
thereof to purchase from the corporation shares of any class of its stock.
The instrument evidencing the option shall state the terms upon which, the
time within which, and the price at which such shares may be purchased
from the corporziion upon the exercise of such option. If any such options
are granted by contract, or are to be granted pursuant to a plan, to officers
or employees of the bank or trust company, then the contract or the plan
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shall require the approval, within twelve months of its approval by the
board of directors, of the holders of a majority of its voting capital stock.
Subsequent amendments to any such contract or plan which do not change
the price or duration of any option, the maximum number of shares which
may be subject to options, or the class of employees cligible for options may
be made by the board of directors without further sharcholder approval.

Subject to any restrictions in its articles of incorporation, the board of
dircctors of a bank or trust company shall have the authority to enter into
any plans or contracts providing for compensation for its officers and em-
ployees, including, but not being limited to, incentive bonus contracts, stock
purchase or bonus plans and profit sharing plans.

Scc. 38. Section 30.20.060, chapter 33, Laws of 1955 as last amended
by section 3, chapter 280, Laws of 1961 and RCW 30.20.060 arc cach
amended to rcad as follows:

((Amy)) A bank or trust company ((which—shatt-conduct-a—savings—ac-

count-department)) shall repay all deposits to the depositor or his lawful
representative when required at such time or times and with such interest as

the regulations of the corporation shall prescribe. Such regulations shall be
prescribed by the directors of ((any-such)) the bank or trust company and
may contain provisions with respect to the terms and conditions upon which
any ((such-savings)) account or dcposit will be maintained by said bank or
trust company. Such regulations and any amendments thereto shall be
posted in a conspicuous place in a room where the ((savings—account)) de-
posit business of ((any-such)) the bank or trust company shall be transacted
and shall ((be)) remain available to depositors upon request. All such rules
and regulations and all amendments thercto from time to time in effect shall
be binding upon all depositors. At the option of the bank, a passbook shall
be issued to cach savings account depositor, or a ((tedger)) record main-

tained in licu of a passbook((—covmng—sucfr-dcposmn—whrch-shaﬁ—bc-tm

mry—mnt—a—passbmk—sh:rﬂ-bc—muﬁ-uporrcqncﬁ)) A deposit contracl

may be adopted by the bank or trust company in lieu of or in addition to
account rules and regulations and shall be enforccable and amendable in the
sam¢ _manner as provided hercin for account rules and repulations or as
provided in the deposit contract. A copy of such contract shall be provided
to the depositor.

Sec. 39. Section 30.40.020, chapter 33, Laws of 1955 as last amended
by section 2, chapter 73, Laws of 1981 and RCW 30.40.020 are cach
amended to read as follows:

A bank or trust company ((having—a—patd=in—capitat-of-nottessthan
five-hundred-thousand—doltars)) may, with the approval of the supervisor,
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establish and operate branches ((in-any-city-or-town)) anywhere within the
state. ((A—bank-or-trust-company-havinga—patd=m—capitat-of nottessthan
two-hundred-thousand-dotars-may;—with-theapprovat-of-the-supervisor;es:
tablish—and-operate-branches—within—thetimits—of-the—county—n—which—its
principat-placeof business—istocated:)) A bank having a paid-in capital of

not less than onc million dollars may, with the approval of the supervisor,
cstablish and operate branches in any foreign country. The supervisor's ap-
proval of a branch within this state shall be conditioned on a finding that
the resources in the neighborhood of the proposed location and in the sur-
rounding country offer a reasonable promisc of adequate support for the
proposed branch and that the proposed branch is not being formed for other
than the legitimate objects covered by this title. The supervisor's approval of
a branch in a foreign country shall be conditioned on a finding that the
proposed location offers a reasonable promise of adequate support for the
proposed branch, that the proposed branch is not being formed for other

than the legitimate objects covered by this title((and-that-the—principat
purpmc—formtabhshng—mch-bmndﬁs—to—mdﬂrﬁmnmng-vr-hcﬂmtmg
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Scc. 40. Scction 1, chapter 196, Laws of 1982 and RCW 30.04.550 arc
cach amended to read as follows:

A state banking corporation may, with the approval of the supervisor
of banking and the aflirmative vote of the sharcholders of such corporation
owning at lcast two-thirds of ((its—capital-stockoutstanding—reorganize))
cach class of shares entitled to vote urder the terms of such shares, be re-
organized to become a subsidiary of a bank holding company or a company
that will, upon consummation of such rcorganization, become a bank hold-
ing company, as defined in the federal bank holding company act of 1956,
as amended.

Scc. 41. Scction 2, chapter 196, Laws of 1982 and RCW 30.04.555 arc
cach amended to read as follows:

A rcorganization authorized under RCW 30.04.550 shall be carried
out in the following manner:

(1) A plan of rcorganization specifying the manner in which the rcor-
ganization shall be carricd out must be approved by a majority of the entire
board of directors of the banking corporation. The plan shall specify the
name of the acquiring corporation, the amount of cash, sccuritics of the
bank holding company, other consideration, or any combination thercof to
be paid to the sharcholders of the reorganizing corporation in exchange for
their shares of the stock of the corporation. The plan shall also specily the
exchange date or the manner in which such exchange date shall be deter-
mined, the manner in which the exchange shall be carried out, and such
other matters, not inconsistent with this chapter, as shall be determined by
the board of directors of the corporation.

(2) The plan of rcorganization shall be submitted to the sharcholders
of the reorganizing corporation at a mecting to be held on the call of the
dircctors. Notice of the meeting of ((stockhoiders)) sharcholders at which

the plan shall be considered shall be given ((by-ptrbhc:mummcwspa‘ptr
&gmﬂdﬁmhﬁmﬁﬁphmhﬂtthﬁmmhﬁimchh—bmkmg

ecach—week—for—four—successive-weeks;
and)) by certificd mail at least twenty days before the date of the meeting,
to cach stockholder of record of the banking corporation. The notice shall
state that dissenting ((stockhotders)) sharcholders will be entitled to pay-
ment of the value of only those shares which are voted against approval of
the plan.

Scc. 42. Scction 3, chapter 196, Laws of 1982 and RCW 30.04.560 arc
cach amended to read as follows:

If the sharcholders approve the recorganization by a two-thirds vote of
((the—capitat-stockoutstanding)) cach class of shares entitled to vote under
the terms of such shares, and if it is thereafter approved by the supervisor
and consummated, any sharcholder of the banking corporation who has
voted shares against such recorganization at such meeting or has given notice
in writing at or prior to such meeting to the banking corporation that he or
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she dissents from the plan of reorganization and has not voted in favor of
the reorganization, shall be entitled to receive the value of the shares deter-
mined as provided in RCW 30.04.565. Such dissenter's rights must be ex-
ercised by making written demand which shall be delivered to the
corporation at any time within thirty days after the date of sharcholder ap-
proval, accompanicd by the surrender of the appropriate stock certificates.

Scc. 43. Section 30.49.010, chapter 33, Laws of 1955 and RCW 30-
.49.010 are cach amended to read as follows:

As uscd in this chapter:

"Mecrging bank" mcans a party to a merger;

"Converting bank" means a bank converting from a state to a national
bank, or the reverse;

"Merger" includes consolidation;

"Resulting bank" means the bank resulting from a merger or
conversion.

Wherever reference is made to a vote of stockholders or a vote of
classes of stockholders it shall mean only a vote of those entitled 10 vote
under the terms of such shares.

NEW SECTION. Scc. 44. Prior to the approval of the reorganization,
the supervisor, upon request of the board of directors of the bank, or not
less than ten percent of its sharcholders, shall hold a public hearing at
which bank sharcholders and other interested parties ray appear. Notice of
the public hearing shall be sent to cach sharcholder and otherwise publi-
cized in accordance with the administrative procedure act, chapter 34.04
RCW.

The approval of the reorganization by the supervisor of banking shall
be conditioned on a finding that the terms of the reorganization are fair to
the shareholders and other interested parties.

Scc. 45. Scction |, chapler 166, Laws of 1974 cx. sess. as amended by
section 1, chapter 137, Laws of 1979 and RCW 30.43.010 arc cach amend-
cd to read as follows:

As uscd in this chapter the term "financial institution” means any bank
or trust company established in this state pursuant to Title 12, United
States Code, chapter 2, or Title 30 RCW, any mutual savings bank estab-
lished in this state pursuant to Title 32 RCW, any savings and loan associ-
ation cstablished in this statec pursuant to Title 12, United States Code,
chapter 12, or Title 33 RCW, and any credit union established in this state
pursuant to Title 12, United States Code, chapter 14 or chapters 31.12 and
31.13 RCW,

As uscd in this chapter, the term "supervisor” means, if applicable to
banks, trust companics, or mutual savings banks, the supervisor of banking
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and, if applicable to savings and loan associations and credit unions, the su-
pervisor of savings and loan associations, or the National Credit Union Ad-
ministration in the casc of federally chartered credit unions.

As uscd in this chapter, the term "satellitec facility” means an un-
manned facility at which transactions, including, but not being limited to
account transfers, payments, and instructions for deposits and withdrawals
may be conducted and which is not a part of a branch or main office of the
financial institution: PROVIDED, That such a facility shall not be con-
strued to be the establishment of a branch: PROVIDED FURTHER, That

((in—consideringany—application—for—authority—to-open—a—mew—branch-orto
establisharnewfimanciat-nstitution;-the-supervisor-shalt-disregard-the—exis=
facititi blished : hic—e] g L

whether-there-isreasonablepromise-of-adequatesupport-for-themrew-branch
or-proposed-newfmanciatinstitution:)) an unmanned facility which is con-

nected to a dispenser of goods or services and that originates or communi-
cates funds transfer instructions for the payment of such goods or services
shall not be a "satellite facility."

NEW SECTION. Sec. 46. Any action required by this title to be
taken at a meeting of the shareholders of a corporation, or any action that
may be taken at a mecting of the sharcholders, may be taken without a
meeting if a consent in writing, setting forth the action so taken, is signed
by all of the sharcholders entitled to vote with respect to the subject matter
thereof.

The consent shall have the same force and cffect as a unanimous vote
of sharcholders and may be stated as such in any articles or documents filed
under this title.

NEW SECTION. Scc. 47. Unless otherwise provided by the articles of
incorporation or bylaws, any action required by this title to be taken at a
meelting of the directors of a bank or trust company, or any action which
may be taken at any meeting of the directors or of a committee, may be
taken without a meeting if a consent in writing, sctting forth the action so
taken, shall be signed by all of the dircctors, or all of the members of the
committee, as the case may be. Such consent shall have the same effect as a
unanimous vote.

NEW SECTION. Scc. 48. Except as may be otherwise restricted by
the articles of incorporation or bylaws, members of the board of directors or
any committec designated by the board of directors may participate in a
mecting of the board or committee by means of a conference telephone or
similar communications equipment by means of which all persons partici-
pating in the meeting can hear cach other at the same time. Participation
by such means shall constitute presence, in person, at a meeting.
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Secc. 49. Section 30.49.040, chapter 33, Laws of 1955 as amended by
section 9, chapter 196, Laws of 1982 and RCW 30.49.040 are cach amend-
cd to read as follows:

This section is applicable where there is to be a resulting state bank,
except in the casc of rcorganization and exchange as authorized by this
title.

(1) The board of directors of cach merging state bank shall, by a ma-
jority of the entirc board, approve a merger agreement which shall contain:

(a) The name of cach merging state or national bank and location of
cach office;

(b) With respect to the resulting state bank, (i) the name and location
of the principal and other offices; (ii) the name and ((residence)) mailing
address of cach dircctor to serve until the next annual meeting of the stock-
holders; (iii) the name and ((residence)) mailing address of each officer; (iv)
the amount of capital, the number of shares and the par value, if any, of
cach share; and (v) the amendments to its charters and bylaws;

(c) Provisions governing the exchange of shares of the merging state or
national banks for such consideration as has been agreed to in the merger
agrecment;

(d) A statement that the agreement is subject to approval by the su-
pervisor of banking and the stockholders of cach merging state or national
bank;

(e) Provisions governing the manner of disposing of the shares of the
resulting state bank if such shares are to be issued in the transaction and
are not tzken by dissenting sharcholders of merging state or national banks;

(1) Such other provisions as the supervisor of banking requires to dis-
charge his or her duties with respect to the merger;

(2) After approval by the board of directors of cach merging state
bank, the merger agreement shall be submitted to the supervisor of banking
for approval, together with certified copies of the authorizing resolutions of
cach board of dircctors showing approval by a majority of the entire board
and evidence of proper action by the board of directors of any merging na-
tional bank;

(3) Within sixty days after receipt by the supervisor of banking of the
papers specified in subsection (2) of this section, the supervisor of banking
shall approve or disapprove of the merger agrecement, and if no action is
taken, the agreement shall be deemed approved. The supervisor of banking
shall approve the agreement if it appears that:

(a) The resulting state bank meets the requirements of state law as to
the formation of a new state bank;

(b) The agreement provides an adequate capital structure including
surplus in relation to the deposit liabilitics of the resulting state bank and its
other activities which are to continue or are to be undertaken;

(c) The agreement is fair;
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(d) The merger is not contrary to the public interest.

If the supervisor of banking disapproves an agreement, he or she shall
state his or her objections and give an opportunity to the merging state or
national banks to amend the merger agreement to obviate such objections.

NEW SECTION. Secc. 50. A new scction is added to chapter 30.12
RCW 1o read as follows:

The sharcholders of a banking corporation organized under the laws of
this state and the deposits of which are insured by the federal deposit in-
surance corporation shall not be liable for any debts or obligations of the
bank.

NEW SECTION. Scc. 51. The following acts or parts of acts are each
repealed:

(1) Section 30.04.040, chapter 33, Laws of 1955, section 79, chapter
81, Laws of 1971 and RCW 30.04.040;

(2) Section 30.04.100, chapter 33, Laws of 1955 and RCW 30.04.100;

(3) Scction 30.04.110, chapter 33, Laws of 1955, section 1, chapter
136, Laws of 1969, scction 4, chapter 157, Laws of 1983 and RCW 30.04-
110;

(4) Scction 1, chapter 302, Laws of 1955 and RCW 30.04.122;

(5) Section 2, chapter 302, Laws of 1955 and RCW 30.04.124;

(6) Section 1, chapter 185, Laws of 1959, section 1, chapter 124, Laws
of 1979 and RCW 30.04.126;

(7) Scction 2, chapter 194, Laws of 1963, section 5, chapter 157, Laws
of 1983 and RCW 30.04.128;

(8) Scction 30.04.160, chapter 33, Laws of 1955, scction 7, chapter
157, Laws of 1983, section 97, chapter 7, Laws of 1985 and RCW 30.04-
.160;

(9) Section 30.04.170, chapter 33, Laws of 1955 and RCW 30.04.170;

(10) Section 30.04.190, chapter 33, Laws of 1955 and RCW 30.04-
.190;

(11) Section 2, chapter 356, Laws of 1955 and RCW 30.04.340;

(12) Scction 3, chapter 356, Laws of 1955 and RCW 30.04.350;

(13) Section 4, chapter 356, Laws of 1955 and RCW 30.04.360;

(14) Section 30.12.080, chapter 33, Laws of 1955, section 3, chapter
106, Laws of 1959, section 5, chapter 140, Laws of 1965, section 3, chapter
106, Laws of 1979 and RCW 30.12.080;

(15) Scction 30.12.140, chapter 33, Laws of 1955 and RCW 30.12-
.140;

(16) Scction 30.12.150, chapter 33, Laws of 1955 and RCW 30.12-
.150;

(17) Section 30.12.160, chapter 33, Laws of 1955 and RCW 30.12-
.160;

(18) Section 30.12.170, chapter 33, Laws of 1955 and RCW 30.12-
170;
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(19) Section 30.12.200, chapter 33, Laws of 1955, section 1, chapter
296, Laws of 1955 and RCW 30.12.200;

(20) Section 4, chapter 140, Laws of 1965, scction 4, chapter 106,
Laws of 1979 and RCW 30.12.210;

(21) Section 30.20.070, chapter 33, Laws of 1955 and RCW 30.20-
.070;

(22) Section 30.20.080, chapter 33, Laws of 1955 and RCW 30.20-
.080; and

(23) Section 7, chapter 106, Laws of 1979, scction 1, chapter 9, Laws
of 1980 and RCW 30.40.060.

NEW SECTION. Sec. 52. Sections 3, 5, 16, 44, and 46 through 48 of
this act are each added to chapter 30.04 RCW.

NEW SECTION. Sec. 53. Financial institutions have been subjected
to significant changes in the recent past. Regulated financial institutions
have come under pressure from nonregulated financial institutions for mar-
kets that were formerly the sole province of the regulated institutions. The
legislature has been repeatedly asked to expand the powers of regulated in-
stitutions so they may compete on an equal basis. It is the intent of the leg-
islature, in enacting scction 54 of this act, to develop the information with
which it can respond to requests from financial institutions for new powers.

NEW SECTION. Scc. 54. A new section is added to chapter 30.04
RCW 1o read as follows:

(1) The supervisor of banking shall study the financial institution
structure in the state and report to the governor and the appropriate stand-
ing committees of the house of representatives and the senate on changes
which should be made to enable commercial banks to remain safe and
sound and yet be competitive with other financial institutions. In conducting
the study the supervisor shall consider:

(a) The powers which commercial banks under state regulatory au-
thority should be entitled to exercise;

(b) The level of supervision that is necessary to assure safe and sound
commercial banks without unnecessarily restricting the operation of the
institutions;

(c) Whether the distinction between commercial banks, savings banks,
and savings and loan associations should be retained, and if so, whether
there should continue to be differences in their powers;

(d) The general corporate powers that should be authorized for bank-
ing corporations; and

(¢) Any other matters deemed by the supervisor to be relevant.

(2) The supervisor, in conducting the study required by subsection (1)
of this scction shall consult with the supervisor of savings and loans and
with representatives from all types of financial institutions, including large
and small, urban and rural, commercial banks, savings banks, and savings
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and loan associations. The supervisor shall also advise the appropriate
standing committees of the house of representatives and the senate of all
mectings held to consider the study conducted under this section.

(3) The supervisor of banking shall submit the report required by sub-
section (1) of this section not later than November 1, 1987. A progress re-
port shall be submitted to the governor and the respective standing
committees of the house of representatives and the senate not later than
December 1, 1986.

*NEW SECTION. Sec. 55. It is the intent of the legislature to provide
to the public current information on the condition of financial institutions
conducting business in the state of Washington.

*Sec. 55 was vetoed, see message at end of chapter.

*NEW SECTION. Sec. 56. A new section is added to chapter 43.19
RCW to read as follows:

The director of general administration shall annually, or by request,
make available to the legisiature the list of financial institutions designated
by the federal reserve system or by the comptroller ofthe currency, known as
the "watch list."

*Sec. 56 was vetoed, see message at end of chapter.

*NEW SECTION. Sec. 57, Sections 55 and 56 of this act are necessary
for the immediate preservation of the public peace, health, and safety, the
support of the state government and its existing public institutions, and shall
take effect immediately.

*Sec. 57 was vetoed, see message at end of chapter,

Passed the Senate March 12, 1986.

Passed the House March 12, 1986.

Approved by the Governor April 3, 1986, with the exception of certain
items which are vetoed.

Filed in Office of Secretary of State April 3, 1986.

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

"l am returning herewith, without my approval as to sections 55, 56 and 57,
Engrossed Substitute Scnate Bill No. 4917, entitled:

"AN ACT Reclating to banks and trust companies.”

Engrossed Substitute Senate Bill No. 4917 makes certain nccessary moderniza-
tion and housckeeping amendmenis to Title 30, RCW, dealing with commercial
banks. It cnables the state’s banking code to keep pace with a rapidly changing
banking environment.

While I support the intent and main substance of Engrossed Substitute Senate
Bill 4917, I must take cxception to sections 55, 56 and 57. These sections would re-
quirc the Department of General Administration's Division of Banking to provide the
Legislature with a listing of financial institutions that arc designated on a "waltch
list" by cither the Federal Reserve System or the U.S. Comptroller of the Currency.

These provisions arc imprudent and their enactment would have a substantially
adverse cffect on the Division of Banking's ability to supervise the banks that are
subject to its jurisdiction and could cause significant harm to individual institutions.
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First of all, according to the state Division of Banking, neither the Federal Re-
serve System nor the Comptrolier of the Currency maintains anything call a "watch
list" as referenced in section 56. The various regulatory agencies differentiate the de-
gree of supervisory concern among the banks they supervise based on a number of
factors. Thus, the federal information referenced as a "watch list” is ambiguous.

Morcover, proposcd sections 55, 56 and 57 would undercut the essential cooper-
ation nceded between federal and state bank regulatory agencies with the onset of
interstate banking and a rapidly—changing banking industry. The state's Division of
Banking rclies on the information it receives from the federal regulatory agencics on
the basis of strict confidentiality. Without this confidentiality, which would be the cf-
fect of proposcd sections 55, 56 and 57, the federal agencies would undoubtedly stop
sharing bank regulatory information with the state.

Finally, one of the goals of our bank regulatory system is to closely supervise
those institutions that are experiencing difficulty in order to restore their soundness
and avert their closure. To make public any listing of financial institutions which may
be experiencing difliculties would greatly, and perhaps needlessly, undermine public
confidence in those institutions. Such an crosion of public confidence would undoubt-
cdly cause some depositors to withdraw their funds, thereby exacerbating the bank's
difficultics. This would be an unintended cffect of sections 55, 56 and 57.

Thercfore, with the cxception of sections 55, 56 and 57, Engrossed Substitute
Scnate Bill No. 4917 is approved.”

CHAPTER 280
[Senate Bill No. 4675}
CENTENNIAL LICENSE PLATES

AN ACT Relating to motor vehicle license plates; amending RCW 46.16.270; adding a
new scction to chapter 27.60 RCW, adding a new section to chapter 46.16 RCW; and repeal-
ing RCW 46.16.275.

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

NEW SECTION. Scc. 1. A new scction is added to chapter 46.16
RCW to read as follows:

In order to help publicize and commemorate the state's 1989 anniver-
sary celebration of its admission to the Union, a new centennial design shall
be developed by the department for vehicle license plates that uses reflec-
torized materials necessary 1o provide adequate visibility and legibility at
night.

The centennial plates shall be developed in cooperation with the design
sclection committee appointed by the director. The committee shall include
representation from the Washington centennial commission.

Registration numbers and letters for the centennial plate shall be as-
signed by the department in accordance with established procedures, Distri-
bution of the centennial license plates shall commence January 1, 1987, to
all new vehicle registrations and license plate replacements. In addition, the
centennial plate shall be available for purchase by all other vehicle owners
at the owner's option.

Revenues generated from the centennial plate shall go in part to sup-
port local and state centennial activities as provided in section 2 of this act.
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