10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

STATE OF WASHINGTON
DEPARTMENT OF FINANCIAL INSTITUTIONS

DIVISION OF BANKS
IN THE MATTER OF: No. 2024-01
SUNG WAN KIM, AMENDED STATEMENT OF CHARGES
PETER PARK, and and NOTICE OF INTENT TO PROHIBIT
KWI SUN (SUNNY) KIM, FROM INDUSTRY and IMPOSE FINE
Respondents.
INTRODUCTION

Pursuant to RCW 30A.04.030, the Director of the Department of Financial Institutions of the State of
Washington ("Director") is responsible for the administration of Title 30A RCW the Washington
Commercial Bank Act ("Bank Act"). Based upon the facts available as of the date of this Amended
Statement of Charges, the Director, through his designee, Division of Banks Director Roberta

Hollinshead has instituted this proceeding and finds as follows:

I. TENTATIVE FINDINGS OF FACT
1.1 Respondents.
A. Sung Wan Kim (Wan Kim) was employed at- (Bank) from February 2, 2018,
to January 5, 2024, as Senior Lending Officer.
B. Peter Park was employed at Bank from November 1, 2017, to February 1, 2024, as the
Bank’s Chief Executive Officer/President (CEO). P. Park was also a member of the Board of
Directors for the Bank from November 1, 2017, to February 16, 2024. Prior to becoming CEO, he

was the Chief Financial Officer for the Bank from February 1, 2006, until his appointment as CEO.
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C. Kwi Sun Kim (Sunny Kim) was employed at the Bank from June 1, 2019, to February
2, 2024, as the Bank’s Chief Credit Officer (CCO). Prior to becoming CCO, Sunny Kim was the
SBA Administrator from December 17, 2018, until his appointment as CCO.
1.2 KPK Holdings, LL.C (KPK) was formed by Respondents Wan Kim, Peter Park, and Sunny
Kim (collectively “Respondents”) on December 6, 2021, for the stated purpose of making personal
investments in Clean Energy Technology Association, Inc. (CETA). Through KPK, Respondents
made two identical purchases for CETA carbon capture and utilization units (CCU) machines. The
first purchase was in December 2021 and the second was in June 2022. Each purchase was for $1.65
million with 40% down and the remaining 60% financed by CETA and CETA cofounder-.
1.3 CETA. Between March 2021 and December 2022, the Bank issued Small Business
Association (SBA) 7(a) loans to the borrowers, ranging between $1,155,000 and $3,150,000 per loan
for the purpose of purchasing CETA/CCU machines. Respondents continued to process and approve
CETA loans on behalf of Bank after the date of Respondents’ own personal investments and after the
creation of KPK as follows:

Credit Authorization Wan Kim Recommended Sunny Kim Approval Peter Park Approval

Loan 1 9/7/2023 9/23/2022 9/23/2022 N/A
Loan 2 2/15/2022 3/1/2022 3/2/2022 3/2/2022
Loan 3 11/28/2022 11/28/2022 11/28/2022 11/28/2022
Loan 4 4/27/2022 4/27/2022 4/27/2022 N/A
Loan 5 7/28/2022 7/28/2022 7/28/2022 7/28/2022
Loan 6 12/1/2022 12/2/2022 12/2/2022 12/2/2022
Loan 7 8/18/2022 8/30/2022 8/30/2022 8/30/2022
Loan 8 11/30/2022 12/6/2022 12/6/2022 12/6/2022
Loan 9 3/15/2021 3/30/2022 3/30/2022 N/A
Loan 10 6/16/2022 6/21/2022 6/21/2022 6/21/2022

On May 8, 2023, the U.S. Securities and Exchange Commission (SEC) filed an emergency

action against CETA and co-defendants' alleging that CETA and its owners were engaged in

T The CETA co-defendants in the SEC action are Roy W. Hill, Eric N. Shelly, and Freedom Impact Consulting, LLC.
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fraudulent offerings and false claims. On or about August 2023, CETA was ordered to “pay
disgorgement of ill-gotten gains” and was placed in receivership through this SEC action. As of the
date of this Amended Statement of Charges, several of the CETA loan borrowers have pending

litigation against the Bank.

1.4 Southern Dioxide, GP (Southern Dioxide). Southern Dioxide was formed on June 8, 2022,
by Wan Kim (who was 15 percent owner) with other individuals that included Bank borrowers. The
stated purpose in the formation documents for Southern Dioxide was “to own and operate a mobile
CO2 Transmission Pipeline Unit.” Five of the ten partners in Southern Dioxide obtained CETA
loans at the Bank. Wan Kim served as the loan officer for all loans made to Southern Dioxide
partners at the Bank for the purpose of making additional CETA investments. As loan officer, Wan
Kim signed, processed, and approved loans for at least two fellow Southern Dioxide owners after the
formation of Southern Dioxide. For example, on or about June 16, 2022, the Bank made a loan to
_, who is a co-owner in Southern Dioxide. The credit authorization form
states that the borrower will “acquire Carbon Capture Units” to remove and capture CO2 “through an
agreement with Clean Energy Technology Association.” Wan Kim was the loan officer on this loan
and Sunny Kim and Peter Park approved the loans.

1.5  WRK Energy GP (WRK Energy). WRK Energy is an Alabama general partnership formed

on October 15, 2022, for which Wan Kim, _, and_ are the general
partners. _ took out a CETA loan from the Bank in the name of _
This loan was originated by Wan Kim in March 2021 and approved by Sunny Kim and Peter Park.
The registered agent for WRK Energy is _ _ took out a CETA loan
from the Bank in the name of _ The _ loan was originated by Wan

Kim in November 2021 and approved by Sunny Kim and Peter Park.
1.6  Bank Ethics Policy. The Bank’s Code of Ethics Policy states in part “Employees, officers

and directors must never permit their personal interests to conflict or appear to conflict with the
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interests of the Bank or its customers.” It goes on to state “[a]Jn employee, officer or director must
not represent the Bank in any transaction where he or she has any material connection or significant
financial interests including...handling transactions on behalf of the Bank that directly or indirectly
affect or benefit an employee, a family member, or related business™ such as “processing a loan or
other transactions” and “handling a transaction on behalf of the Bank for a customer or prospective
customer with whom an employee or family member has a financial interest.”

The Bank Code of Ethics Policy further requires disclosure of conflicts of interest by
employees and states “[d]irectors, principal shareholders, and executive officers must make annual
disclosures to the entire board of any actual and potential conflicts of interest and any potential
conflicts of their related interests.”

1.7  Bank Loan Policy. The Bank’s Loan Policy states in part “[a]Jny Management or Credit
Officer who is determined to have a conflict of interest in the subject loan request may not be
involved in the concurrent approval.” The Bank Loan Policy also requires that all insiders “maintain
with the Bank a current list of their ‘related interests’ as that term is defined in Regulation O.”
Respondents are insiders as defined in the Bank’s Loan Policy and did not report their “related
interests” to the Board.

1.8  Bank’s Regulation O Policy. The Bank’s Regulation O Policy requires bank insiders to
“provide the Bank a list of their related interest and shall advise the Bank immediately upon
acquiring a new, related interest.”

1.9  Failure to Comply with Bank Policies. Pursuant to the Bank’s Code of Ethics Policy and
Loan Policy, Respondents should not have represented the Bank in any transaction where they have a
material connection or significant financial interest. Further, Respondents continued to process and
approve CETA loans after their personal investments, and Respondents did not disclose their personal

investments or their conflicts of interest to the Bank in violation of the Bank’s Loan Policy.
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Respondents failed to disclose even after bank borrowers had sued the Bank and information had
emerged that CETA was a possible Ponzi scheme.

Additionally, Wan Kim did not disclose to the Bank, as would be required by the Bank’s
Regulation O Policy and Ethics Policy, his interest in Southern Dioxide and WRK Energy. Further,
Wan Kim did not disclose that these entities had been formed with bank borrowers and with the
intention of making a personal investment into CETA CCU units.

1.10 Dishonesty and Breach of Fiduciary Duties. Wan Kim failed to require documented proof
from CETA that the patent for the CCU units and a lease agreement with ExxonMobile existed.
Neither the patent nor the lease agreement existed. However, the purported equipment (CCU units),
was listed in the credit authorization memos as collateral for the CETA loans, which were approved
by Respondents. Respondents should have obtained the lease agreement with ExxonMobile as this
was listed in the credit authorization memos as the primary source of repayment and cash flow on the
loans.

Ultimately the loans to the borrowers should not have been processed by Wan Kim or
approved by Peter Park and Sunny Kim without these critical documents. As detailed below,
Respondents breached their fiduciary duties to the bank as Bank officers and director (Peter Park) by
making and approving the CETA loans without these critical documents.

Further, CETA promised investors (bank borrowers) high returns for CETA and the related
CCU investments of up to 10% per quarter based on internal bank emails. Respondents did not
receive proper documentation from CETA to support these claims. Because of the purported high
rates of return in combination with CETA’s refusal to provide proper documentation, Respondents
failed to exercise adequate due diligence in their duty to the Bank, and Respondents should not have
continued to originate or approve loans to Bank borrowers for CETA loans, which were not

adequately supportable, and that were not made in accordance with the Bank Loan Policy.
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Wan Kim, Peter Park, and Sunny Kim acted dishonestly and breached their fiduciary duty to
the Bank by failing to disclose their personal ties and investments to CETA. Wan Kim acted
dishonestly and grossly abused his credit authority role and violated Bank policies and safe and sound|
lending practices by not disclosing this conflict in any of the credit memos presented for approval and
for continuing to make loans to Bank borrowers where obvious conflicts existed. Respondents did
not disclose these personal investments in CETA to the board at the time of investment, nor did they
disclose their investment when they approved or served as loan officer on numerous loans through
their credit authority/role at the Bank. Respondents finally disclosed their relationships and this
conduct when the Bank was requested to meet with the SBA in Washington DC in or around
September 2023.

Wan Kim was paid commissions for making the CETA loans. While Peter Park and Sunny
Kim were not paid direct commissions, Sunny Kim signed as approving authority on all the notes and
Peter Park signed as approving authority on seven notes and stood to financially benefit through
increased profits for the Bank, which impacted (increased) their annual bonus awards. Respondents
also financially benefited by facilitating additional investments from other borrowers into CETA,
which was ultimately the source of cash flow for repayment of their own investments into the CETA
scheme.

The Respondents breached their fiduciary duties including duty of loyalty, duty of care, and
duty of good faith to the bank in the following ways:

Duty of Loyalty: Bank officers and directors are not permitted to use their position of trust and
confidence to further their private interest. Thus, self-dealing, conflicts of interest, and failure to
disclose material information constitute a breach of the duty of loyalty. Respondents breached their
duty of loyalty by engaging in, reviewing and approving transactions on behalf of the bank that
personally benefited themselves and affiliated business partners, and in which they had a personal

and undisclosed interest.
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Duty of Care: Bank officers and directors are required to make decisions that pursue the bank’s
interests with reasonable diligence and prudence. Failure to make reasonable inquiry prior to making
a business decision constitutes a breach of the duty of care. Imprudent acts include engaging in
hazardous lending practices, such as extending credit that is inadequately secured and extending
credit without first obtaining complete and current financial information to ensure repayment.
Respondents acts, in reviewing and approving loans without the documentation to ensure proper
underwriting and repayment capacity, was even if not intentional, reckless and a breach of duty of
care.

Duty of Good Faith: Requires a corporation’s directors and officers to fulfill their duties within the
confines of the law and in adherence to standards set forth in policy and procedure. A breach of this
duty can arise from negligent conduct, not just intentional actions. Respondents engaged in material

violations of various bank policies and in doing so violated their duty of good faith.

1.11 Bank Suffered Loss/Damages. To date, the Bank charged off over $9 million in credit loss
related to the non-performing/delinquent CETA loans. The Bank incurred credit risks associated
with making loans not in compliance with internal policies and risk guidelines, risks for which the
Bank was not compensated. The Bank also incurred opportunity costs by lending money for CETA
loans that could have otherwise been lent in conformance with lending policies and without any self-
dealing. The Bank suffered further financial damages in that Respondent Wan Kim received
origination fees paid by the Bank for the origination of the CETA loans. As a result of the
Respondents' actions as Bank employees, the Bank has suffered substantial financial loss or other
damage.

1.12  Ongoing Investigation. The Division of Banks' investigation of Respondents' activities and
the financial condition of the Bank continues to date. This Amended Statement of Charges may be

amended in the future based on subsequent facts revealed by the examination.
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II. GROUNDS FOR ENTRY OF ORDER
2.1 Prohibited Practices. Based on the Factual Allegations set forth in Section 1, the Director is
of the opinion that reasonable cause exists, pursuant to RCW 30A.12.040(1)(A), to believe that
Respondents committed a material violation of law, an unsafe and unsound practice, or a violation or
practice involving a breach of fiduciary duty, personal dishonesty, recklessness, or incompetence.
2.2 Based on the Factual Allegations set forth in Section 1, the Director is of the opinion,
pursuant to RCW 30A.12.040(1)(b), that Respondents caused the Bank to suffer or likely to suffer
substantial financial loss and/or other damage.
III. AUTHORITY TO IMPOSE SANCTIONS
3.1 Authority to Prohibit from Industry. Pursuant to RCW 30A.12.040(1), the Director may
prohibit a board director, officer, or employee of a bank from participating in the conduct of the
affairs of the bank or any other depository institution, bank holding company, thrift holding company,
or financial holding company doing business in this state for a material violation of law, whenever, in
the opinion of the Director, reasonable cause exists to believe the person has committed a material
violation of law, an unsafe and unsound practice, or a violation or practice involving a breach of
fiduciary duty, personal dishonesty, recklessness, or incompetence and the bank or holding company
has suffered or is likely to suffer substantial financial loss or other damage.
3.2 Authority to Impose Fine. Pursuant to RCW 30A.04.050(3), the Director may impose a
penalty of up to $10,000 for each offense.
IV. NOTICE OF INTENT TO ENTER ORDER

Based on Sections I through III of this Amended Statement of Charges, inclusive, there is

good and sufficient basis for the Director to enter an order pursuant to RCW 30A.04.050, RCW

30A.12.040, and RCW 30A.12.042. It is the Director’s intent to ORDER that:
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4.1 Respondents be permanently prohibited from participation, in any manner, in
the conduct of the affairs of any bank or other depository institution, trust
company, bank holding company, thrift holding company or financial holding
company doing business in the state of the Washington.

4.2  Respondent Wan Kim pay a fine of $120,000 based on the ten CETA loans
Wan Kim processed and recommended for approval after their own personnel
investment and for the creation and use Southern Dioxide and WRK as
investment vehicles for CETA loans.

4.3 Respondent Peter Park pay a fine of $70,000 based on the seven CETA loans
Peter Park approved after their own personnel investment.

4.4  Respondent Sunny Kim pay a fine of $100,000 based on the ten CETA loans
Sunny Kim approved after their own personnel investment.

V. AUTHORITY AND PROCEDURE
This Amended Statement of Charges is entered pursuant to the provisions of the Title 30A
(Washington Commercial Bank Act) and is subject to the provisions of Chapter 34.05 RCW (The
Administrative Procedure Act). Respondents have made a written request for a hearing as set forth in
the NOTICE OF OPPORTUNITY FOR HEARING accompanying the original Statement of Charges

issued on June 26, 2024.

Dated this 15" day of July, 2024. _

Roberta Hollinshead, Director
Division of Banks
Department of Financial Institutions
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