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AND MEMBERS OF THE COMMITTEE:

My name is Nick Griffin, Commissioner of Financial Institutions, testifying on

behalf of the Department of Commerce and Consumer Affairs ("Department"), We

appreciate the opportunity to testify on Senate Bill No, 3008, The Department strongly

supports this Administration bill.

The purpose of the bill is to amend the Code of Financial Institutions ("Code"),

chapter 412 of the Hawaii Revised Statutes ("HRS"), to reduce regulatory burden where
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significant consumer interests are not adversely affected, update the Code to recognize

changes in the industry and make desirable clarifications to the statute, provide more

flexibility in supervising and regulating the industry, ensure adequate protection for the

consumer, and make technical amendments of a "housekeeping" nature.

Reduce Regulatory Burden

An amendment is made to place a Hawaii licensed foreign bank on equal footing

with a Hawaii state-chartered financial institution with respect to relieving the foreign

bank of the obligation to obtain written approval from the Commissioner of Financial

Institutions ("Commissioner") before relocating a place of business less than one mile

from its existing location. Consumers are seldom adversely affected by business

relocations within the same neighborhood.

Update and Clarify the Statute

A clarification of how prepayment penalties are to be calculated is made to close

an incorrectly perceived loophole that may be exploited by some financial services loan

companies.

A provision concerning the authority of a person to serve as a trustee or trust

company is clarified to focus greater emphasis on the aspect of "holding out" to the

general pUblic one's availability to serve in this fiduciary capacity.
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Provide Flexible Regulation

A provision is added to address the temporary closure of a Hawaii financial

institution for up to 180 days as the result of an emergency.

The provision that enables the Commissioner to examine a financial institution

holding company is amended to permit such an examination without a prerequisite finding

that there is cause to believe that a holding company is experiencing financial adversity.

This will allow the Division of Financial Institutions ("DFI") to determine whether the

condition or activities of a holding company may be jeopardizing the safety and soundness

of the operations of its financial institution subsidiary even in instances where the holding

company itself may not yet be experiencing financial adversity.

The application requirements in the Code for depository and nondepository

Hawaii financial institutions are amended to require certain information, along with the

requisite fee, necessary to conduct a criminal history record check for specified key

individuals associated with an applicant for a financial institution charter or license. This

requirement is consistent with, but will not duplicate, current federal requirements for

employees of depository financial institutions who routinely have access to customer

funds. Such background checks will help ensure that individuals with prior criminal

convictions are not appointed or hired in key managerial positions at a newly formed

Hawaii financial institution. A corresponding amendment to section 846-2.7, HRS, is
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made to complete the formal requirements to authorize the Department to conduct a

criminal history record check on the specified individuals.

Protection for Consumers

A requirement to display a financial services loan company's Iicense(s) in a

conspicuous location at each place of business is added, to enhance consumer

confidence and protection.

Technical amendment

A technical correction is made to the heading of section 412:2-306, HRS, to restore

the word "grounds", which was inadvertently deleted from the heading in a prior

amendment of the statute.

Summary

The Department strongly supports this bill and asks for your favorable

consideration. I will be happy to answer any questions the Committee members have.
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Presentatlontothe
Senate Committee 011 Commerce. CDnsumer Prote:ction, and Affordable Housing

Frida:v. February 1, 2008, 9:00 a.m.. Room 229

sa 3008 Reblting to tbeCode of FitHH.1dnl Institutions

Senator RusseH Kokubun, Chair
and mernbers Dfthe Senate Commjnee on Commerce, Consumer Protection, <md Affordable
Housing

My name is: Ne."11 Okaooy'4shi and! testify for First Ha\\'aiian Bank with respe<;t to section 9 of
SB 3008. located on pages 18-19, lines 14 - 6, \Ve requelli an amendment ofse:etion 9to read as
folknvs;

';§411:11~l02 Examinatl!Hl of financial institution holding CQWpilny. The commissioner
may from time 10 time conduct such reasonable examinations ofany financial institution holding
company that isdorniciled in aDY Slate olIDe United States. Ristrict ofColumbia. (Jrthe Territof\'
ofGuam.. as may he necessary or appropriaae to deterrnine whether the condiaionor activities of
the company Me jeopard~zing the safety or soundness of the tJperations of its financial institution
subsidiary ~ [The eemmisJioner SMU flot c.enaoot sue~h e*amiflations of holding eompaaies
tlnless the COffiHiiS51i)ner 11fi5 geoe cause -to believe thai aheJd~any is eNj'feriefici;3g
:1HaFlei-al adversitY v(biehwiHht:rv(: a. .'1:"" ~esafetyand seundfJess ofiiS
~~]The cost of such examinations shaH be assessed against and
paid by the financial institutiol1boiding company in the same ma.nner as financial institutions
under S\..."Ction 412 :2~ lOS. "

The purpose this bill is 10 remove the precnndition of gix,d (;3J1Se to an cxarnination ofa
financial insiitutifm holding company and we do no< object to removal of that precondition lL<; it
apphes to our immediate bank holding companies, BancWest Corporation, but \ve ha'?e the
unusuaJ situation having tW() finarldal institut10n holding cornpany. Bane\Vest and B!\rp
Parihas, which is {1 French bank headquartere-d in Paris. France, Although this is unusual, there
are {)lher lJ .S, banks in a similar sinmtlon; for exampk Union Bank is o\vned ultimately by fI

Japanese hank,

This provision made 5en$1:.' when enacted because 21 thm time, the financilll tnstirution hoiding
companies vvcre all domiciled in I-la,Vt"ii but that is no longer the ease. Any COIleem about lack
of supervision and o\'crsighl is mitigated b~eallse the Board Governors of the Federal Reserve
System does have oversight and supef\isiol1 of the U.5. oper<±tion of BNP Paribus, In

case. L~e f('dera! regulator d()cs have keen JnOli'.'d;iol! to ensure that My etxmomic issues do
not impaet on subsidi.lf; U.S. bank because of the desire to protect the deposit insurance fund.
of the FDIC

Thank
htive.

opponunity to testify and I wm be happy to 2'!1s\ve:r any questions you may

F,r$.\ H",wlliian Dim,," f\ CL Set 320D • HMQkhi' H$.wzli SB84? • fhb.com
PHONE; .{BOB) 515..,5785- ~ FAX: ~BD,ej 52S~~H)2!~ ~ Et%£tl-; t;¢~'atw,yal,h!tl¥fh(",<C{lm
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February 1, 2008

Senator Russell S. Kokubun, Chair
and members of the Senate Committee on Commerce, Consumer Protection,
and Affordable Housing

Hawaii State Capitol
Honolulu, Hawaii 96813

Re: Senate BiH 3008 (Code of Financial Institutions)
Hearing Dateffime: Friday, February, 1, 2008, 9:00 A.M.

I am the attorney for the Hawaii Financial Services Association ("HFSA"). The HFSA is the
trade association for Hawaii's financial services loan companies.

The HFSA supports this Bill with a proposed amendment.

The purpose of tlus Bill is to update Hawaii's Code of Financial Institutions by requiring
licenses to be conspicuously displayed, addressing temporary closures during emergencies, clarifying
how prepayment penalties are calculated, and allowing greater access to records by State inspectors.

We discussed with the Commissioner of Financial Institutions a problem with the wording
in Section 1 of the Bill. He asked that we prepare a revision. We suggest the following rewording
of §412:9- :

"§412:9- Displav of license. Every holder of a financial services loan
company license shall display it in a conspicuous place at the holder's office."

Thank you for considering our testimony.

~nc.~
MARVIN S.c. DANG
Attorney for Hawaii Financial Services Association

(MSCDlhfsa)

Members: American Genera] Financial Senices ofHawaii. Inc.!American International Group - Beneficial Hawaii,
Inc./HSBC North America 0 CiliFirumcial, Inc./Citigroup 0 House of Finance, Inc. 0 Kanal Island Finance, Inc.
oMaui Industrial Loan & Finance Company, Inc. 0 Safety Loan Company. Ltd.• Wells Fargo Financial Haw·aii.
IrrefW-eUs Fargo Financial, Inc.


