STAND. COM. REP. NO. gsg -12

Honolulu, Hawaii

M \q , 2012

RE: H.B. No. 2498
H.D. 1

Honorable Calvin K.Y. Say
Speaker, House of Representatives
Twenty-Sixth State Legislature
Regular Session of 2012

State of Hawaii

Sir:

Your Committee on Consumer Protection & Commerce, to which
was referred H.B. No. 2498 entitled:

"A BILL FOR AN ACT RELATING TO ESCROW DEPOCSITORIES, "
begs leave to report as follows:

The purpose of this measure is to help protect homebuyers in
Hawaii by amending the fee structure for services provided by the
Division of Financial Institutions of the Department of Commerce
and Consumer Affairs for escrow depository regulation, amending
fines for violations of escrow depository regulations, and
adjusting bond regquirements for escrow depositories.

More specifically, this bill, among other things:

(1) Mandates that all fees, fines, and payments collected
and any other charges assessed by the Commissioner of
Financial Institutions (Commissioner) pertaining to
escrow depositories must be deposited into the
Compliance Resolution Fund;

(2) Allows the Commissioner to raise or lower any fee by
rule and to establish new fees by rule;

(3) Specifies that any person who violates Chapter 449,
Hawaii Revised Statutes (HRS) (escrow depositories), may
be subject to an administrative fine of not more than
$10,000 for each violation;
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Requires that the net capital or bond, or a combination
thereof, of any corporation in operation on July 1,
2012, that engages in the escrow-depository business be
at least $250,000 before July 1, 2016;

Establishes a tiered structure with respect to the
amount of the escrow depository bond, executed by a
surety insurer in Hawaili, that must be maintained by an
escrow depository;

Requires an escrow depository to maintain at all times a
fidelity bond, executed by a surety insurer authorized
to do business in Hawaili, of at least $250,000; provided
that any bond that is subject to a deductible thereunder
that exceeds $10,000 per occurrence must be approved by
the Commissioner;

Requires an escrow depository to maintain at all times a
policy of errors and omissions insurance, executed by an
insurer authorized to do business in Hawaii, of at least
$250,000;

Establishes and amends various fees that every escrow
depository must pay to the Commissioner, including:

{A) A nonrefundable fee of $2,000 for review and
investigation of an escrow depository's application
to be licensed;

{(BY $500 for an application for approval to establish a
branch office;

(C) $500 for an application for approval to relocate an
existing office or branch;

(D) 8500 for initial issuance of an escrow depository's
license;

(E) §100 for initial issuance of a branch office
license;

(F) $100 for reissuance of a license for the change in
the business address of its office; and
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{(G) §1,000 for reinstatement of a license that has
lapsed, plus $250 for each day that the license was
lapsed;

(9) Raises to $60 the hourly examination fee that may be
charged to escrow depositories examined by the
Commigsioner or the Commissioner's staff; and

(10) Establishes a tiered structure with respect to the
amount of the renewal fee that an escrow depository must
pay to the Commissioner.

The Department of Commerce and Consumer Affairs supported
this bill. The Hawaii Escrow Association and Hawaii Escrow &
Title, Inc., opposed this measure. Title Guaranty Escrow
Services, Inc., submitted comments.

After careful consideration, your Committee has amended this
bill by, among other things:

(1) Removing the provision allowing the Commissioner to
raise or lower any fee by rule and to establish new fees
by rule;

(2) Retalning provisions specifying that a person subject to
administrative penalties under Chapter 449, HRS, must
have been wilful in the person's violation;

(3) Deleting the specific amount of the administrative fine;

{(4) Deleting the specific dates pertaining to the
requirement that an escrow-depository business maintain
a minimum of $250,000 in net capital or a bond, or a
combination thereof;

{5) Deleting the specific amount, including the tiered
structure, of the escrow depository's bond that an
escrow depository must provide to the Commissioner;

(6) Deleting the specific excess amount of the per-
occurrerice deductible under the errors and omissions
insurance policy that an escrow depository must
maintain, for which the prior approval of the
Commissioner 1s required;
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(7) Deleting the specific amounts of the following fees:

(A} Application for approval to establish a branch
office;

(B) Application for approval to relocate an existing
office or branch;

(C) Initial issuance of an escrow depository's license;
(D) Initial issuance of a branch office license; and

{E) Reissuance of a license for the change in the
business address of its office;

(8} Deleting the specific amount, including the tiered
structure, of the renewal fee that an escrow depository
must pay to the Commissioner;

(9) Changing its effective date to January 1, 3000, to
encourage further discussion; and

(10) Making technical, nonsubstantive amendments for purposes
of clarity, comnsistency, and style.

As affirmed by the record of votes of the members of your
Committee on Consumer Protection & Commerce that is attached to
this report, your Committee is in accord with the intent and
purpose of H.B. No. 2498, as amended herein, and recommends that
it pass Second Reading in the form attached hereto as H.B. No.
2498, H.D. 1, and be referred to the Committee on Finance.

Respectfully submitted on
behalf of the members of the
Committee on Consumer

- Protection & Commerce,

.

ROBERT N. HERKES, Chair
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State of Hawaii
House of Representatives % -
The Twenty-sixth Legislature 7 > ‘gga ’2‘

Record of Votes of the Committee on Consumer Protection & Commerce

Bill/Resolution No.: H B awq 8 Committee Referral: C/P(\/)F{N Dates & / (.e /(7/0 \.Q"

QO The committee is reconsidering its previous decision on the measure.

The recommendation is to: O Pass, unamended (as is) ﬂ/Pass, with amendments (HD) Q Hold
Q Pass short form bill with HD to recommit for future public hearing (recommit)

CPC Members Ayes Ayes (WR) Nays Excused
1. HERKES, Robert N. (C) -~
2. YAMANE, Ryan L (VO) o
3. BROWER, Tom e
4. CABANILLA, Rida T.R. /‘
5. CARROLL, Mele B ~
6. COFFMAN, Denny -~
7. ITO, Ken 7
8. KEITH-AGARAN, Gilbert S.C. /
9. LUKE, Sylvia e
10. McKELVEY, Angus LK. - —
11. SOUKI, Joseph M. ey
12. TSUJI, Clift Py
13. CHING, Corinne W.L. P
14. MARUMOTO, Barbara C. e
15. THIELEN, Cynthia -

TOTAL (15) P / [ f 2

The recommendation is: /a/ Adopted Wpted
If joint referral, did not support recommendation,

ftfee acronym(s)

/ co
Vice Chair's or designee's signature: /'\,,-’ @'—M

r AV ] 7

Distribution: Original (White) — Committeey Dur{c e (Yellow) — Chief Clerk’s Office Duplicate (Pink) — HMSO




