


Chapter 7 
 
BANKING IN WASHINGTON 
 
Richard L. Goldfarb1 and Jerry C. Chiang2 
_________________________________________________________________ 
 
7.1 OPERATING AN ALIEN BANK IN WASHINGTON 
 
7.1.1 The Alien Bank Act  
 

Banks organized under the laws of a foreign country are called “alien banks” in 
Washington. This is to distinguish them from “foreign banks,” which in Washington are banks 
organized under the laws of other states in the United States.  

 
 Alien banks are governed by the Alien Bank Act, contained in Chapter 30.42 of the 
Revised Code of Washington (RCW). An alien bank is subject to regulation by the Division of 
Banks of the Washington Department of Financial Institutions (DFI).  

7.1.2 Licensing as an Alien Bank  
 
In order to commence business as an alien bank in Washington, it is necessary to obtain a 

license from the DFI. RCW 30.42.030. Commencing a banking business without a license is a 
crime, and the individuals involved in doing so can be found personally liable for violation of the 
law. RCW 30.42.290(4). An alien bank may not circumvent the law by acquiring, directly or 
indirectly, a federal or state bank, trust company, mutual savings bank, savings and loan 
association, or credit union (or any branch of any of the same), or by designating an agent to 
serve on the board of directors of any of them. RCW 30.42.050.  

 The elements needed for a license are: 

• Filing an application with DFI. 

                                                            
1 Richard L. Goldfarb is a partner in the Seattle office of Stoel Rives LLP, and he has been a member of the 
Washington bar since 1981 and the Alaska bar since 1988. He was the “Banking Lawyer of the Year,” as selected by 
Best Lawyers, for Seattle in 2009. 
 
2 Jerry C. Chiang is an associate in the Seattle office of Stoel Rives LLP. His practice focuses on general corporate 
matters. 
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• Designating the director of DFI as an agent for service of process, meaning that 
jurisdiction over the alien bank will be achieved by delivering a summons and complaint 
to the director, not to the alien bank (the director then forwards the summons and 
complaint to the alien bank). 

• Allocating paid-in capital in an amount not less than $200,000, or such larger amount as 
the director requires. 

• Filing a letter with the director from the alien bank’s chief executive officer, guaranteeing 
that the entire capital and surplus of the alien bank, not just the part in the United States, 
is available to satisfy all the alien bank’s obligations and liabilities. 

• Paying the fees required by law. The fees are based on an hourly charge for the work of 
DFI employees and agents, which is currently $90 per hour. The DFI may require an 
upfront payment before processing the application in the amount anticipated to be 
charged, but if the actual time expended leads to a lesser fee, the excess will be refunded. 

• Receiving from the director a certificate authorizing the alien bank to commence 
business. 

 
RCW 30.42.060. 
 
7.1.3 Other Requirements to Operate an Alien Bank  
 

An alien bank may have only one office in Washington. RCW 30.42.040. It may change 
its location only with the prior approval of the director. RCW 30.42.310.  

An alien bank must keep its Washington assets separate and apart from all other assets of 
the alien bank. RCW 30.42.080. In order to take deposits in Washington, an alien bank must 
either become eligible for Federal Deposit Insurance Corporation (FDIC) insurance on its 
deposits (see Section 7.3 below) or maintain additional capital in Washington equal to 5 percent 
of its average net daily deposit balance. In addition, it must maintain liquid assets equal to 100 
percent of its deposit liability. If there is no FDIC insurance on its deposits, the alien bank must 
disclose this to its depositors. RCW 30.42.120. 

 An alien bank doing business in Washington must keep its books and records in the 
English language and use Arabic figures for its accounting records. RCW 30.42.200. The 
director has the power, without notice, to examine the alien bank (at the alien bank’s expense) 
and is required to do so at least once every 18 months. RCW 30.42.140.  

 An alien bank that has designated Washington its home state under Section 5 of the 
International Banking Act (a federal statute, 12 U.S.C. § 3103) is restricted in its deposit-taking 
to the following persons: 

• Business entities (other than business entities organized under U.S. law or owned by U.S. 
citizens or residents that have less than $1.5 million in assets). 

• Governments or governmental units. 
• International organizations composed of one or more nations. 
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• Checks, drafts, or similar instruments deposited for the purpose of transmission by the 
branch. 

• Non-resident individuals who are also not U.S. citizens at the time of deposit. 
• Other persons, but not in an amount that in the aggregate exceeds 4 percent of the 

average deposits of the branch in the last 30 days. 
 

Unless the alien bank has designated Washington as its home state under the International 
Banking Act, the only deposits that may be taken are: 

• Funds to be transferred abroad. 
• Collateral for loans, proceeds of extensions of credit by the branch, and deposits for fees 

for loans. 
• Collections of foreign receivables used to pay for imported or exported goods. 

 
RCW 30.42.115. 

7.1.4 General Rule of Parity with State Banks  
 

Many of the powers and duties of alien banks are the same as the powers and duties of state 
banks. Among these are: 

 
• Deposits may only be taken subject to the same reserve requirements applicable to 

domestic banks. RCW 30.42.115(4). 
• Operations are taxed the same way as domestic banks. RCW 30.42.270. 
• Loans are subject to Washington usury laws. RCW 30.42.150. 
• Loans may be made on the same basis as domestic banks, but the base for determining 

the maximum loan to any customer is determined by the entire capital and surplus of the 
alien bank. RCW 30.42.105. 

 
7.1.5 Bureaus 
 

Alien banks may also open bureaus in Washington, with significantly fewer powers and 
significantly fewer regulatory restrictions. 

 Bureaus are limited to providing information about services of the alien bank, its 
subsidiaries, and its affiliates. They may also gather and provide business and economic 
information. Bureaus may neither take deposits nor make loans or transact any other commercial 
or banking business in Washington. RCW 30.42.230. 

 Bureaus are established by filing an application with the director, paying fees on the same 
basis as for alien banks, and obtaining a certificate from the director. RCW 30.42.210. Once 
allowed to establish bureaus, an alien bank may have as many bureaus in Washington as the 
director authorizes. RCW 30.42.230.  
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7.2 OPENING A BANK ACCOUNT IN WASHINGTON  
 

7.2.1 Federally Imposed Documentation Requirements 

Opening a bank account in Washington or anywhere else in the United States is subject to 
the bank complying with certain rules known as “Customer Identification Rules.” These rules 
were put into effect to deter money laundering and the funding of terrorist activities, but they 
apply to all bank accounts in the United States, whether issued by an institution chartered by the 
federal government, a state, or a foreign country. These regulations are found at 31 C.F.R. 
§ 103.121.  

 A person seeking to open a bank account will be asked for information that will 
positively identify that person, and may also be asked for information about the source of funds 
for the account and the use to which the account will be put.  

 A person with a U.S. taxpayer identification number (Social Security number for 
individuals or Employer Identification Number for businesses) will be required to provide that 
number. A person without such a number will be asked to provide an identifying number (with 
backup documentation) for that person’s country of residence or citizenship, such as a current 
passport.  

 When a corporation or other entity seeks to open an account, more information is usually 
required, including (1) articles of incorporation or similar document (which may be required to 
be translated into English), (2) corporate or other resolutions evidencing the decision of the 
board of directors or other governing body to open the account and to provide for the persons 
who will be signatories to it, and (3) identifying information about directors, officers, and 
shareholders. The amount of information requested may vary from customer to customer. The 
duty of the bank is to assure itself of the identity of its customers, the source of customers’ funds, 
and the legitimacy of customers’ enterprises.  

 When the account is in the name of a trust, the bank’s customer for the Customer 
Identification Rules is the trust. However, the bank will have the duty to become comfortable 
about the ultimate ownership and control of the funds in the account and may look beyond the 
trust to the beneficiaries of the trust before opening an account. The amount of information it 
may seek will vary from transaction to transaction based on tests the bank is required by law to 
apply. 

7.2.2 Types of Individual Accounts  

Washington law provides that accounts in favor of “individuals,” meaning natural 
persons and not corporations or other entities, include the following: 

• A single account, meaning an account in favor of one individual and no one else. 
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• A joint account without right of survivorship, meaning an account owned by more than 
one person where the survivor does not automatically succeed to the decedent’s rights in 
the funds. 

• A joint account with right of survivorship, meaning an account owned by more than one 
person where the survivor does automatically succeed to the decedent’s rights in the 
funds. 

• An agency account, meaning an account where funds are deposited and withdrawals 
made by an agent designated by the depositor. 

• A trust or P.O.D. (“payable on death”) account, meaning an account where the depositor 
has control during his or her lifetime, but the proceeds are payable as designated upon 
the depositor’s death. 

• Any combination of the above accounts. 
 

RCW 30.22.050. 

7.2.3 Rules on Ownership of Accounts  

 Under Washington law, the bank is permitted to rely conclusively on the form of bank 
account and the written contract between itself and its depositor(s) to determine the rights of 
persons to the account. Unless the bank has actual knowledge of a dispute about ownership, its 
payment of funds in accordance with the rules governing the account in the form it was 
established will exonerate the bank from all liability. RCW 30.22.120.  

7.3 FDIC INSURANCE  

Deposits in banks in the United States are ordinarily insured by the FDIC. There is no 
additional charge for this insurance and coverage is automatic.  

 An exception applies to alien banks. Under Washington law, an alien bank must tell its 
depositors when there is no FDIC insurance on its accounts. See Section 7.1.1.2. Banks that have 
FDIC coverage will state on their advertising “Member FDIC.”  

 Currently, most deposits are covered up to $250,000 per qualifying account. This limit is 
currently scheduled to be reduced to $100,000 on January 1, 2014.  

 Non-interest-bearing transaction accounts (mainly checking accounts that do not include 
overnight sweep features) are covered by unlimited deposit insurance until June 30, 2010, at 
which point they will revert to the limit available to all other accounts.  

The U.S. Congress determines the limit, and it is possible that the rules may change 
between the date of this publication and January 1, 2014 (or June 30, 2010 for non-interest-
bearing transaction accounts).  

Accounts in separately chartered banks are each entitled to the full limit of insurance. If 
there is more than one account in the same institution, the accounts qualify for only a single 
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limit. When banks merge, it can be important to determine whether there has been a change in 
the overall limit if a customer had accounts in both merged banks.  

When a bank fails, the FDIC has options for payment of the insured amount. If the bank 
is taken over by another bank, the new bank may simply honor the deposit as though the prior 
bank had not failed. Sometimes, the FDIC creates a new bank to replace the old one, and to the 
insured limit that new bank may honor the deposit, again, as though the bank had not failed. In 
some instances, however, the FDIC simply closes the bank and mails a check for the insured 
amount to the depositor.  

The FDIC has a publication called “Your Insured Deposits,” which explains the rules. It 
is available at http://www.fdic.gov/deposit/deposits/insured/index.html.  

 

http://www.fdic.gov/deposit/deposits/insured/index.html
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8.1 INTRODUCTION 

This chapter discusses the principal state and local taxes imposed on businesses 
operating in the state of Washington. 

Washington is one of several states that do not impose a personal or corporate net 
income tax.  Instead, revenues for the operation of government are derived primarily from 
the imposition of excise taxes, including retail sales taxes, use taxes, business and occupation 
taxes, real estate excise taxes, leasehold excise taxes, and public utility taxes, and real and 
personal property taxes.  These taxes have numerous deductions and exemptions, which 
provide general and specific exclusions from tax.  These major taxes, and the significant 
deductions and exemptions applicable thereto, will be discussed more fully below. 

State and local governments in Washington may also impose taxes on certain other 
business activities, as well as the ownership or transfer of property.  These taxes include 
the timber excise tax, motor vehicle excise tax, industrial insurance tax, unemployment 
tax, admission tax, and hazardous substances tax.  These other, more specialized taxes are 
beyond the scope of this chapter. 

8.2 TAX POLICY AND ADMINISTRATION 

The statutory basis for the state taxes discussed in this chapter are set forth in Titles 
82 (excise) and 84 (property) of the Revised Code of Washington (RCW).  The Washington 
Department of Revenue (Department) administers most (but not all) of the state excise and 
property tax laws, and the Department issues rules to assist in the administration, 
assessment and collection of taxes.  These rules or regulations, set forth in Title 458 of the 
Washington Administrative Code (WAC), are adopted pursuant to the Washington 
Administrative Procedures Act (APA).  The Department also issues interpretive statements 
such as Excise Tax Advisories (ETA) to help clarify the application of law in specific areas.  

                                                 
1 George C. Mastrodonato is a Principal in the Seattle law firm Carney Badley Spellman, P.S.  He received his J.D. 
from Gonzaga University School of Law.  He also holds a B.A. from Syracuse University. 
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