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Bank of Hawaii Corporation and Subsidiaries
Consolidated Statements of Income (Unaudited)

(dollars in thousands, except per share amounts)
Interest Income

Interest and Fees on Loans and Leases

Income on Investment Securities
Available-for-Sale

Held-to-Maturity

Deposits

Funds Sold

Other

Total Interest Income

Interest Expense

Deposits

Securities Sold Under Agreements to Repurchase
Funds Purchased

Long-Term Debt

Total Interest Expense

Net Interest Income

Provision for Credit Losses

Net Interest Income After Provision for Credit Losses

Noninterest Income

Trust and Asset Management
Mortgage Banking

Service Charges on Deposit Accounts
Fees, Exchange, and Other Service Charges
Investment Securities Gains, Net
Insurance

Bank-Owned Life Insurance

Other

Total Noninterest Income
Noninterest Expense

Salaries and Benefits

Net Occupancy

Net Equipment

Data Processing

Professional Fees

FDIC Insurance

Other

Total Noninterest Expense

Income Before Provision for Income Taxes
Provision for Income Taxes

Net Income

Basic Earnings Per Share

Diluted Earnings Per Share
Dividends Declared Per Share

Basic Weighted Average Shares
Diluted Weighted Average Shares

Three Months Ended
September 30,

2014 2013
$68,089 $63,918
10,286 12,038
26,067 24,137
3 3

176 177

302 301
104,923 100,574
2,391 2,500
6,523 6,551

3 4

627 632
9,544 9,687
95,379 90,887
(2,665 —
98,044 90,887
11,716 11,717
1,646 4,132
9,095 9,385
13,390 12,732
1,858 —
2,348 2,177
1,644 1,365
3,253 3,618
44,950 45,126
45,530 46,552
9,334 9,847
4,473 4,572
3,665 3,697
1,835 2,119
1,750 1,913
14,443 14,277
81,030 82,977
61,964 53,036
20,195 15,332
$41,769 $37,704
$0.95 $0.85
$0.95 $0.85
$0.45 $0.45
43,859,396 44,267,356
44,088,553 44,479,472

Nine Months Ended
September 30,

2014 2013
$197,433 $189,467
31,743 42,962
80,894 63,180
7 7

481 310

906 870
311,464 296,796
7,142 7,725
19,385 20,307
10 36
1,903 1,941
28,440 30,009
283,024 266,787
(4,864 ) —
287,888 266,787
35,573 35,692
5,455 16,363
26,611 27,798
39,699 37,799
6,097 —
6,401 6,895
4,765 3,997
9,598 12,401
134,199 140,945
137,508 140,568
28,005 29,143
13,745 13,529
11,156 10,013
6,708 6,736
5,881 5,811
42,656 42,745
245,659 248,545
176,428 159,187
54,577 47,740
$121,851 $111,447
$2.77 $2.51
$2.75 $2.50
$1.35 $1.35
44,034,047 44,433,967
44,250,033 44,588,777
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The accompanying notes are an integral part of the Consolidated Financial Statements (Unaudited).

2




Edgar Filing: BANK OF HAWAII CORP - Form 10-Q

Bank of Hawaii Corporation and Subsidiaries
Consolidated Statements of Comprehensive Income (Unaudited)

Three Months Ended Nine Months Ended
September 30, September 30,
(dollars in thousands) 2014 2013 2014 2013
Net Income $41,769 $37,704 $121,851 $111,447
Other Comprehensive Income (Loss), Net of Tax:
Net U.n‘realized Gains (Losses) on Investment 403 (6.986 ) 15291 (63.199
Securities
Defined Benefit Plans 157 202 469 481
Total Other Comprehensive Income (Loss) 560 (6,784 ) 15,760 (62,718
Comprehensive Income $42,329 $30,920 $137,611 $48,729

The accompanying notes are an integral part of the Consolidated Financial Statements (Unaudited).
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Bank of Hawaii Corporation and Subsidiaries
Consolidated Statements of Condition (Unaudited)

(dollars in thousands)

Assets
Interest-Bearing Deposits
Funds Sold
Investment Securities
Available-for-Sale
Held-to-Maturity (Fair Value of $4,576,396 and $4,697,587)
Loans Held for Sale
Loans and Leases
Allowance for Loan and Lease Losses
Net Loans and Leases
Total Earning Assets
Cash and Noninterest-Bearing Deposits
Premises and Equipment
Accrued Interest Receivable
Foreclosed Real Estate
Mortgage Servicing Rights
Goodwill
Other Assets
Total Assets

Liabilities

Deposits

Noninterest-Bearing Demand

Interest-Bearing Demand

Savings

Time

Total Deposits

Funds Purchased

Securities Sold Under Agreements to Repurchase

Long-Term Debt

Retirement Benefits Payable

Accrued Interest Payable

Taxes Payable and Deferred Taxes

Other Liabilities

Total Liabilities

Shareholders’ Equity

Common Stock ($.01 par value; authorized 500,000,000 shares;
issued / outstanding: September 30, 2014 - 57,633,855 / 43,993,729
and December 31, 2013 - 57,480,846 / 44,490,385)

Capital Surplus

Accumulated Other Comprehensive Loss

Retained Earnings

Treasury Stock, at Cost (Shares: September 30, 2014 - 13,640,126
and December 31, 2013 - 12,990,461)

Total Shareholders’ Equity

Total Liabilities and Shareholders’ Equity

September 30, December 31,

2014

$3,883
377,303

2,220,913
4,557,614
2,382
6,606,350
(110,362
6,495,988
13,658,083
172,386
107,560
46,641
3,562
25,559
31,517
464,858
$14,510,166

$3,824,544
2,369,434
4,738,364
1,429,099
12,361,441
8,459
700,203
173,926
35,152
6,086
42,468
125,018
13,452,753

573

529,530
(16,063
1,213,339

(669,966

1,057,413
$14,510,166

2013

$3,617
271,414

2,243,697
4,744,519
6,435
6,095,387
(115,454
5,979,933
13,249,615
188,715
108,636
43,930
3,205
28,123
31,517
430,539
$14,084,280

$3,681,128
2,355,608
4,560,150
1,317,770
11,914,656
9,982
770,049
174,706
34,965
4,871
34,907
128,168
13,072,304

572

522,505
(31,823
1,151,754

(631,032

1,011,976
$14,084,280

)

)

)
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The accompanying notes are an integral part of the Consolidated Financial Statements (Unaudited).
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Bank of Hawaii Corporation and Subsidiaries
Consolidated Statements of Shareholders’ Equity (Unaudited)

Accum.
Common Other
(dollars in thousands) Shares CommonCapital Compre— Retal.ned Treasury Total
. Stock  Surplus  hensive  Earnings Stock
Outstanding

Income

(Loss)
Eggnce asof December 31,44 190385 §572  $522,505 $(31,823) $1,151,754 $(631,032) $1,011,976
Net Income — — — — 121,851 — 121,851
Other Comprehensive Income — — — 15,760 — — 15,760
Share-Based Compensation — — 5,831 — — — 5,831
Common Stock Issued under
Purchase and Equity

. 314,579 1 1,194 — (318 ) 7,976 8,853

Compensation Plans and
Related Tax Benefits
Common Stock Repurchased (811,235 ) — — — — (46,910 ) (46,910 )
Cash Dividends Declared ($1.35_ o o o (59948 ) — (59.948 )
per share)
Egﬁnce as of September 30, 43993759 $573  $520.530 $(16,063) $1,213339 $(669.966) $1,057,413

Balance as of December 31, ) 754 ¢35 571 $515.619 $29208 $1.084.477 $(608.210) $1.021.665

2012

Net Income — — — — 111,447 — 111,447
Other Comprehensive Loss — — — (62,718 ) — — (62,718 )
Share-Based Compensation — — 4,226 — — — 4,226
Common Stock Issued under

Purchase and Equity 444,951 1 665 — (2458 ) 13,521 11,729
Compensation Plans and

Related Tax Benefits

Common Stock Repurchased (660,539 ) — — — — (33,193 ) (33,193 )
Cash Dividends Declared ($1.35_ o o o 60470 ) — 60470 )
per share)

Eggnce as of September 30, 44 539947 $572 $520,510 $(33,510) $1,132,096 $(627.882) $992,686

The accompanying notes are an integral part of the Consolidated Financial Statements (Unaudited).
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Bank of Hawaii Corporation and Subsidiaries

Consolidated Statements of Cash Flows (Unaudited)

(dollars in thousands)
Operating Activities
Net Income

Adjustments to Reconcile Net Income to Net Cash Provided by Operating Activities:

Provision for Credit Losses
Depreciation and Amortization
Amortization of Deferred Loan and Lease Fees

Amortization and Accretion of Premiums/Discounts on Investment Securities, Net

Share-Based Compensation

Benefit Plan Contributions

Deferred Income Taxes

Net Gains on Sales of Loans and Leases

Net Gains on Sales of Investment Securities
Proceeds from Sales of Loans Held for Sale
Originations of Loans Held for Sale

Tax Benefits from Share-Based Compensation
Net Change in Other Assets and Other Liabilities
Net Cash Provided by Operating Activities

Investing Activities

Investment Securities Available-for-Sale:
Proceeds from Prepayments and Maturities
Proceeds from Sales

Purchases

Investment Securities Held-to-Maturity:
Proceeds from Prepayments and Maturities
Purchases

Net Change in Loans and Leases

Premises and Equipment, Net

Net Cash Used in Investing Activities

Financing Activities

Net Change in Deposits

Net Change in Short-Term Borrowings
Proceeds from Long-Term Debt

Tax Benefits from Share-Based Compensation
Proceeds from Issuance of Common Stock
Repurchase of Common Stock

Cash Dividends Paid

Net Cash Provided by Financing Activities

Net Change in Cash and Cash Equivalents

Cash and Cash Equivalents at Beginning of Period
Cash and Cash Equivalents at End of Period
Supplemental Information

Cash Paid for Interest

Nine Months Ended
September 30,

2014 2013
$121,851 $111,447
(4,864 ) —

9,280 9,068
(1,341 ) (2,756 )
37,592 45,609
5,831 4,226
(1,229 ) (949 )
(8,522 ) (8,762 )
(2,285 ) (17,604 )
(6,097 ) —

64,545 594,735
(58,448 ) (577,055 )
(435 ) (592 )
(22,210 ) 11,700
133,668 169,067
251,633 794,899
14,609 —
(230,007 ) (403,373 )
586,037 804,440
(418,825 ) (1,293,784 )
(516,395 ) (159,403 )
(8,204 ) (9,244 )
(321,152 ) (266,465 )
446,785 78,652
(71,369 ) 86,979

— 50,000

435 592

8,317 11,193
(46,910 ) (33,193 )
(59,948 ) (60,470 )
277,310 133,753
89,826 36,355
463,746 352,861
$553,572 $389,216
$26,726 $28,163

10
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Cash Paid for Income Taxes 46,369 54,644
Non-Cash Investing Activities:

Transfer from Investment Securities Available-For-Sale to Investment Securities
Held-To-Maturity

Transfer from Loans to Foreclosed Real Estate 3,377 3,829

— 579,888

The accompanying notes are an integral part of the Consolidated Financial Statements (Unaudited).
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Bank of Hawaii Corporation and Subsidiaries
Notes to Consolidated Financial Statements
(Unaudited)

Note 1. Summary of Significant Accounting Policies
Basis of Presentation

Bank of Hawaii Corporation (the “Parent”) is a Delaware corporation and a bank holding company headquartered in
Honolulu, Hawaii. Bank of Hawaii Corporation and its subsidiaries (collectively, the “Company”) provide a broad
range of financial products and services to customers in Hawaii, Guam, and other Pacific Islands. The Parent’s
principal and only operating subsidiary is Bank of Hawaii (the “Bank’). All significant intercompany accounts and
transactions have been eliminated in consolidation.

The accompanying unaudited consolidated financial statements of the Company have been prepared in accordance

with U.S. generally accepted accounting principles (“GAAP”) for interim financial information and with the instructions
to Form 10-Q and Rule 10-01 of Regulation S-X. Accordingly, they do not include all of the information and
accompanying notes required by GAAP for complete financial statements. In the opinion of management, the
consolidated financial statements reflect normal recurring adjustments necessary for a fair presentation of the results

for the interim periods.

Certain prior period information has been reclassified to conform to the current period presentation.

These statements should be read in conjunction with the audited consolidated financial statements and related notes
included in the Company’s Annual Report on Form 10-K for the year ended December 31, 2013. Operating results for
the interim periods disclosed herein are not necessarily indicative of the results that may be expected for the year
ending December 31, 2014.

Use of Estimates in the Preparation of Financial Statements

The preparation of financial statements in conformity with GAAP requires management to make estimates and
assumptions that affect the reported amounts in the financial statements and accompanying notes. Actual results may
differ from those estimates and such differences could be material to the financial statements.

Accounting Standards Adopted in 2014

In July 2013, the Financial Accounting Standards Board (the "FASB") issued Accounting Standards Update ("ASU")
No. 2013-11, "Presentation of an Unrecognized Tax Benefit When a Net Operating Loss Carryforward, a Similar Tax
Loss, or a Tax Credit Carryforward Exists." The provisions of ASU No. 2013-11 require an entity to present an
unrecognized tax benefit, or portion thereof, in the statement of financial position as a reduction to a deferred tax asset
for a net operating loss carryforward or a tax credit carryforward, with certain exceptions related to availability. The
Company adopted the provisions of ASU No. 2013-11 effective January 1, 2014. The adoption of ASU No. 2013-11
had no impact on the Company's Consolidated Financial Statements.

Accounting Standards Pending Adoption

In January 2014, the FASB issued ASU No. 2014-01, "Accounting for Investments in Qualified Affordable Housing
Projects.” ASU No. 2014-01 permits reporting entities to make an accounting policy election to account for their
investments in qualified affordable housing projects using the proportional amortization method if certain conditions
are met. Under the proportional amortization method, an entity amortizes the initial cost of the investment in

12
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proportion to the tax credits and other tax benefits received and recognizes the net investment performance in the
income statement as a component of income tax expense. This new guidance also requires new disclosures for all
investors in these projects. ASU No. 2014-01 is effective for interim and annual reporting periods beginning after
December 15, 2014. Upon adoption, the guidance must be applied retrospectively to all periods presented. However,
entities that used the effective yield method to account for investments in these projects before adoption may continue
to do so for these pre-existing investments. The Company currently accounts for such investments using the effective
yield method and plans to continue to do so for these pre-existing investments after adopting ASU No. 2014-01 on
January 1, 2015. The Company expects investments made after January 1, 2015 to meet the criteria required for the
proportional amortization method and plans to make such an accounting policy election. The adoption of ASU No.
2014-01 is not expected to have a material impact on the Company's Consolidated Financial Statements.

13
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In January 2014, the FASB issued ASU No. 2014-04, "Reclassification of Residential Real Estate Collateralized
Consumer Mortgage Loans upon Foreclosure." The objective of this guidance is to clarify when an in substance
repossession or foreclosure occurs, that is, when a creditor should be considered to have received physical possession
of residential real estate property collateralizing a consumer mortgage loan such that the loan receivable should be
derecognized and the real estate property recognized. ASU No. 2014-04 states that an in substance repossession or
foreclosure occurs, and a creditor is considered to have received physical possession of residential real estate property
collateralizing a consumer mortgage loan, upon either: (1) The creditor obtaining legal title to the residential real
estate property upon completion of a foreclosure; or (2) The borrower conveying all interest in the residential real
estate property to the creditor to satisfy that loan through completion of a deed in lieu of foreclosure or through a
similar legal agreement. Additionally, ASU No. 2014-04 requires interim and annual disclosure of both: (1) The
amount of foreclosed residential real estate property held by the creditor; and (2) The recorded investment in
consumer mortgage loans collateralized by residential real estate property that are in the process of foreclosure
according to local requirements of the applicable jurisdiction. ASU No. 2014-04 is effective for interim and annual
reporting periods beginning after December 15, 2014. The adoption of ASU No. 2014-04 is not expected to have a
material impact on the Company's Consolidated Financial Statements.

In May 2014, the FASB and the International Accounting Standards Board (the "[ASB") jointly issued a
comprehensive new revenue recognition standard that will supersede nearly all existing revenue recognition guidance
under GAAP and International Financial Reporting Standards ("IFRS"). Previous revenue recognition guidance in
GAAP comprised broad revenue recognition concepts together with numerous revenue requirements for particular
industries or transactions, which sometimes resulted in different accounting for economically similar transactions. In
contrast, IFRS provided limited revenue recognition guidance and, consequently, could be difficult to apply to
complex transactions. Accordingly, the FASB and the IASB initiated a joint project to clarify the principles for
recognizing revenue and to develop a common revenue standard for U.S. GAAP and IFRS that would: (1) Remove
inconsistencies and weaknesses in revenue requirements; (2) Provide a more robust framework for addressing revenue
issues; (3) Improve comparability of revenue recognition practices across entities, industries, jurisdictions, and capital
markets; (4) Provide more useful information to users of financial statements through improved disclosure
requirements; and (5) Simplify the preparation of financial statements by reducing the number of requirements to
which an entity must refer. To meet those objectives, the FASB issued ASU No. 2014-09, "Revenue from Contracts
with Customers." The standard’s core principle is that a company will recognize revenue when it transfers promised
goods or services to customers in an amount that reflects the consideration to which the company expects to be
entitled in exchange for those goods or services. In doing so, companies generally will be required to use more
judgment and make more estimates than under current guidance. These may include identifying performance
obligations in the contract, estimating the amount of variable consideration to include in the transaction price and
allocating the transaction price to each separate performance obligation. The standard is effective for public entities
for interim and annual periods beginning after December 15, 2016; early adoption is not permitted. For financial
reporting purposes, the standard allows for either full retrospective adoption, meaning the standard is applied to all of
the periods presented, or modified retrospective adoption, meaning the standard is applied only to the most current
period presented in the financial statements with the camulative effect of initially applying the standard recognized at
the date of initial application. The Company is currently evaluating the provisions of ASU No. 2014-09 and will be
closely monitoring developments and additional guidance to determine the potential impact the new standard will
have on the Company's Consolidated Financial Statements.

In June 2014, the FASB issued ASU No. 2014-11, "Repurchase-to-Maturity Transactions, Repurchase Financings,
and Disclosures." The new guidance aligns the accounting for repurchase-to-maturity transactions and repurchase
agreements executed as repurchase financings with the accounting for other typical repurchase agreements. Going
forward, these transactions would all be accounted for as secured borrowings. The guidance eliminates sale
accounting for repurchase-to-maturity transactions and supersedes the guidance under which a transfer of a financial
asset and a contemporaneous repurchase financing could be accounted for on a combined basis as a forward
agreement, which has resulted in outcomes referred to as off-balance-sheet accounting. The amendments in the ASU

14



Edgar Filing: BANK OF HAWAII CORP - Form 10-Q

require a new disclosure for transactions economically similar to repurchase agreements in which the transferor retains
substantially all of the exposure to the economic return on the transferred financial assets throughout the term of the
transaction. The amendments in the ASU also require expanded disclosures about the nature of collateral pledged in
repurchase agreements and similar transactions accounted for as secured borrowings. The amendments in this ASU
are effective for public companies for the first interim or annual period beginning after December 15, 2014. In
addition, for public companies, the disclosure for certain transactions accounted for as a sale is effective for the first
interim or annual reporting periods beginning on or after December 15, 2014, and the disclosure for transactions
accounted for as secured borrowings is required to be presented for annual reporting periods beginning after
December 15, 2014, and interim periods beginning after March 15, 2015. As of September 30, 2014, all of the
Company's repurchase agreements were typical in nature (i.e., not repurchase-to-maturity transactions or repurchase
agreements executed as a repurchase financing) and are accounted for as secured borrowings. As such, the adoption of
ASU No. 2014-11 is not expected to have a material impact on the Company's Consolidated Financial Statements.

15
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In June 2014, the FASB issued ASU No. 2014-12, "Accounting for Share-Based Payments When the Terms of an
Award Provide That a Performance Target Could Be Achieved after the Requisite Service Period." The amendments
in the ASU require that a performance target that affects vesting and that could be achieved after the requisite service
period be treated as a performance condition. A reporting entity should apply existing guidance in Topic 718,
Compensation - Stock Compensation, as it relates to awards with performance conditions that affect vesting to
account for such awards. The performance target should not be reflected in estimating the grant-date fair value of the
award. However, compensation cost should be recognized in the period in which it becomes probable that the
performance target will be achieved and should represent the compensation cost attributable to the period(s) for which
the requisite service has already been rendered. If the performance target becomes probable of being achieved before
the end of the requisite service period, the remaining unrecognized compensation cost should be recognized
prospectively over the remaining requisite service period. The total amount of compensation cost recognized during
and after the requisite service period should reflect the number of awards that are expected to vest and should be
adjusted to reflect those awards that ultimately vest. The requisite service period ends when the employee can cease
rendering service and still be eligible to vest in the award if the performance target is achieved. The amendments in
this ASU are effective for interim or annual reporting periods beginning after December 15, 2015; early adoption is
permitted. Entities may apply the amendments in this ASU either: (1) prospectively to all awards granted or modified
after the effective date; or (2) retrospectively to all awards with performance targets that are outstanding as of the
beginning of the earliest annual period presented in the financial statements and to all new or modified awards
thereafter. As of September 30, 2014, the Company did not have any share-based payment awards that included
performance targets that could be achieved after the requisite service period. As such, the adoption of ASU No.
2014-12 is not expected to have a material impact on the Company's Consolidated Financial Statements.

In August 2014, the FASB issued ASU No. 2014-14, “Classification of Certain Government-Guaranteed Mortgage
Loans upon Foreclosure.” The objective of this guidance is to reduce diversity in practice related to how creditors
classify government-guaranteed mortgage loans, including FHA or VA guaranteed loans, upon foreclosure. Some
creditors reclassify those loans to real estate consistent with other foreclosed loans that do not have guarantees; others
reclassify the loans to other receivables. The amendments in this guidance require that a mortgage loan be
derecognized and that a separate other receivable be recognized upon foreclosure if the following conditions are met:
(1) The loan has a government guarantee that is not separable from the loan before foreclosure; (2) At the time of
foreclosure, the creditor has the intent to convey the real estate property to the guarantor and make a claim on the
guarantee, and the creditor has the ability to recover under that claim; and (3) At the time of foreclosure, any amount
of the claim that is determined on the basis of the fair value of the real estate is fixed. Upon foreclosure, the separate
other receivable should be measured based on the amount of the loan balance (principal and interest) expected to be
recovered from the guarantor. ASU No. 2014-14 is effective for interim and annual reporting periods beginning after
December 15, 2014. The adoption of ASU No. 2014-14 is not expected to have a material impact on the Company's
Consolidated Financial Statements.
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Note 2. Investment Securities

The amortized cost, gross unrealized gains and losses, and fair value of the Company’s investment securities as of

September 30, 2014 and December 31, 2013 were as follows:

(dollars in thousands)

September 30, 2014
Available-for-Sale:
Debt Securities Issued by the U.S. Treasury and Government
Agencies
Debt Securities Issued by States and Political Subdivisions
Debt Securities Issued by Corporations
Mortgage-Backed Securities:
Residential - Government Agencies
Residential - U.S. Government-Sponsored Enterprises
Commercial - Government Agencies
Total Mortgage-Backed Securities
Total
Held-to-Maturity:
Debt Securities Issued by the U.S. Treasury and Government
Agencies
Debt Securities Issued by States and Political Subdivisions
Debt Securities Issued by Corporations
Mortgage-Backed Securities:
Residential - Government Agencies
Residential - U.S. Government-Sponsored Enterprises
Commercial - Government Agencies
Total Mortgage-Backed Securities
Total

December 31, 2013
Available-for-Sale:
Debt Securities Issued by the U.S. Treasury and Government
Agencies
Debt Securities Issued by States and Political Subdivisions
Debt Securities Issued by Corporations
Mortgage-Backed Securities:
Residential - Government Agencies
Residential - U.S. Government-Sponsored Enterprises
Commercial - Government Agencies
Total Mortgage-Backed Securities
Total
Held-to-Maturity:
Debt Securities Issued by the U.S. Treasury and Government
Agencies
Debt Securities Issued by States and Political Subdivisions
Debt Securities Issued by Corporations

Amortized
Cost

$341,116

711,253
298,333

493,031
157,672
195,589
846,292
$2,196,994

$498,619

250,439
170,487

3,034,148
284,683
319,238
3,638,069
$4,557,614

$390,873

691,861
280,172

641,227
21,865
219,859
882,951
$2,245,857

$433,987

253,039
190,181

Gross Gross
Unrealized Unrealized
Gains Losses
$6,400 $(106 )
21,568 (1,695 )
717 (5,972 )
12,351 (1,284 )
1,449 (128 )
— (9,381 )
13,800 (10,793 )
$42.485  $(18,566)
$1,918 $(2,578 )
16,738 —

169 (3,207 )
44,125 (32,699 )
1,507 (448 )
69 (6,812 )
45,701 (39,959 )
$64,526  $(45,744)
$6,640 $234 )
8,396 (13,455 )
1,165 (7,836 )
13,816 (1,849 )
1,403 —

— (10,206 )
15,219 (12,055 )
$31,420 $(33,580)
$3,045 $(3,667 )
817 (133 )
— (5,708 )

Fair Value

$347,410

731,126
293,078

504,098
158,993
186,208
849,299
$2,220,913

$497,959

267,177
167,449

3,045,574
285,742
312,495
3,643,811
$4,576,396

$397,279

686,802
273,501

653,194
23,268
209,653
886,115
$2,243,697

$433,365

253,723
184,473
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Mortgage-Backed Securities:

Residential - Government Agencies 3,523,343 31,786

Residential - U.S. Government-Sponsored Enterprises 21,602 1,423

Commercial - Government Agencies 322,367 —
Total Mortgage-Backed Securities 3,867,312 33,209
Total $4,744,519 $37,071
10

(66,572 ) 3,488,557
— 23,025
(7,923 ) 314,444
(74,495 ) 3,826,026
$(84,003 ) $4,697,587
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The table below presents an analysis of the contractual maturities of the Company’s investment securities as of
September 30, 2014. Debt securities issued by government agencies (Small Business Administration securities) and
mortgage-backed securities are disclosed separately in the table below as these investment securities may prepay prior
to their scheduled contractual maturity dates.

Amortized

(dollars in thousands) Fair Value
Cost
Available-for-Sale:
Due in One Year or Less $19,928 $20,091
Due After One Year Through Five Years 287,496 292,869
Due After Five Years Through Ten Years 653,258 657,028
Due After Ten Years 108,982 115,734
1,069,664 1,085,722
Debt Securities Issued by Government Agencies 281,038 285,892
Mortgage-Backed Securities:
Residential - Government Agencies 493,031 504,098
Residential - U.S. Government-Sponsored Enterprises 157,672 158,993
Commercial - Government Agencies 195,589 186,208
Total Mortgage-Backed Securities 846,292 849,299
Total $2,196,994 $2,220,913
Held-to-Maturity:
Due in One Year or Less $89,643 $91,049
Due After One Year Through Five Years 408,976 406,911
Due After Five Years Through Ten Years 198,123 204,053
Due After Ten Years 222,803 230,572
919,545 932,585
Mortgage-Backed Securities:
Residential - Government Agencies 3,034,148 3,045,574
Residential - U.S. Government-Sponsored Enterprises 284,683 285,742
Commercial - Government Agencies 319,238 312,495
Total Mortgage-Backed Securities 3,638,069 3,643,811
Total $4,557,614 $4,576,396

Investment securities with carrying values of $2.7 billion and $2.6 billion as of September 30, 2014 and December 31,
2013, respectively, were pledged to secure deposits of governmental entities and securities sold under agreements to
repurchase.

The table below presents the gains and losses from the sales of investment securities for the three and nine months
ended September 30, 2014 and 2013. There were no sales of investment securities for the three and nine months ended
September 30, 2013.

Three Months Ended Nine Months Ended

September 30, September 30,
(dollars in thousands) 2014 2013 2014 2013
Gross Gains on Sales of Investment Securities $1,858 $— $6,097 $—
Gross Losses on Sales of Investment Securities — — — —
Net Gains on Sales of Investment Securities $1,858 $— $6,097 $—

19



11

Edgar Filing: BANK OF HAWAII CORP - Form 10-Q

20



Edgar Filing: BANK OF HAWAII CORP - Form 10-Q

The Company’s investment securities in an unrealized loss position, segregated by continuous length of impairment,

were as follows:

(dollars in thousands)

September 30, 2014
Available-for-Sale:
Debt Securities Issued by the U.S.
Treasury
and Government Agencies
Debt Securities Issued by States
and Political Subdivisions
Debt Securities Issued by Corporations
Mortgage-Backed Securities:
Residential - Government Agencies
Residential - U.S.
Government-Sponsored Enterprises
Commercial - Government Agencies
Total Mortgage-Backed Securities
Total
Held-to-Maturity:
Debt Securities Issued by the U.S.
Treasury
and Government Agencies
Debt Securities Issued by Corporations
Mortgage-Backed Securities:
Residential - Government Agencies
Residential - U.S.
Government-Sponsored Enterprises
Commercial - Government Agencies
Total Mortgage-Backed Securities
Total

December 31, 2013
Available-for-Sale:
Debt Securities Issued by the U.S.
Treasury
and Government Agencies
Debt Securities Issued by States
and Political Subdivisions
Debt Securities Issued by Corporations
Mortgage-Backed Securities:
Residential - Government Agencies
Commercial - Government Agencies
Total Mortgage-Backed Securities
Total
Held-to-Maturity:
Debt Securities Issued by the U.S.
Treasury

Less Than 12 Months

Fair Value

$615

37,690
49,084

225
89,409

89,634
$177,023

$163,211
52,015

317,928
182,312

89,680
589,920
$805,146

$26,181

415,718
200,364
76,744

164,478

241,222
$883,485

$271,469

Gross
Unrealized
Losses
$(1 )
(60 )
916 )
(1 )
(128 )
(129 )
$(1,106 )
$(786 )
(264 )
2,379 )
(448 )
(614 )
(3,441 )
$4,491 )
$225 )
(10,934 )
(7,836 )
(781 )
(7,935 )
8,716 )
$(7,711)
$ (3,667 )

12 Months or Longer
Gross
Fair Value Unrealized
Losses

$14,066 $105 )
124,512 (1,635 )
203,105 (5,056 )
13,048 (1,283 )
186,208 (9,381 )
199,256 (10,664 )
$540,939 $(17,460)
$163,959 $(1,792 )
79,589 (2,943 )
938,218 (30,320 )
217,580 (6,198 )
1,155,798 (36,518 )
$1,399,346 $(41,253)
$2,117 $0 )
42,607 (2,521 )
10,027 (1,068 )
45,175 2,271 )
55,202 3,339 )
$99,926 $(5,869 )
$— $—

Total

Fair Value

$14,681

162,202
252,189

13,273
89,409

186,208
288,890
$717,962

$327,170
131,604

1,256,146
182,312

307,260
1,745,718
$2,204,492

$28,298

458,325
200,364
86,771

209,653

296,424
$983,411

$271,469

Gross
Unrealized
Losses

$(106 )

(1,695 )
5,972 )

(1,284 )
(128 )
(9,381 )
(10,793 )

)

$(2,578 )
(3,207 )

(32,699 )
(448 )
6,812 )
(39,959 )
$(45,744)

$(234 )
(13,455 )
(7,836 )
(1,849 )
(10,206 )
(12,055 )
$(33,580)

$ (3,667 )
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and Government Agencies
Debt Securities Issued by States
and Political Subdivisions 52,026 (133 ) — o 52,026 (133 )
Debt Securities Issued by Corporations 163,736 4,278 ) 20,736 (1,430 ) 184,472 (5,708 )
Mortgage-Backed Securities:

Residential - Government Agencies 1,767,086 (54,067 ) 190,939 (12,505 ) 1,958,025 (66,572 )

Commercial - Government Agencies 224,277 4,753 ) 90,167 (3,170 ) 314,444 (7,923 )
Total Mortgage-Backed Securities 1,991,363 (58,820 ) 281,106 (15,675 ) 2,272,469 (74,495 )
Total $2,478,594 $(66,898) $301,842  $(17,105) $2,780,436 $(84,003)
12
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The Company does not believe that the investment securities that were in an unrealized loss position as of

September 30, 2014, which were comprised of 202 securities, represent an other-than-temporary impairment. Total
gross unrealized losses were primarily attributable to changes in interest rates, relative to when the investment
securities were purchased, and not due to the credit quality of the investment securities. As of September 30, 2014
and December 31, 2013, the gross unrealized losses reported for mortgage-backed securities were primarily related to
investment securities issued by the Government National Mortgage Association. The Company does not intend to sell
the investment securities that were in an unrealized loss position and it is not more likely than not that the Company
will be required to sell the investment securities before recovery of their amortized cost bases, which may be at
maturity.

Interest income from taxable and non-taxable investment securities for the three and nine months ended September 30,
2014 and 2013 were as follows:
Three Months Ended Nine Months Ended

September 30, September 30,
(dollars in thousands) 2014 2013 2014 2013
Taxable $31,053 $31,552 $96,796 $92,806
Non-Taxable 5,300 4,623 15,841 13,336
Total Interest Income from Investment Securities $36,353 $36,175 $112,637 $106,142

As of September 30, 2014, included in the Company's investment securities portfolio were debt securities issued by
political subdivisions within the State of Hawaii of $583.8 million, representing 58% of the total fair value of the
Company's municipal debt securities. Of the entire Hawaii municipal bond portfolio, 94% were credit-rated Aa2 or
better by Moody's while the remaining Hawaii municipal bonds were credit-rated A2 or better by at least one
nationally recognized statistical rating organization. Also, approximately 76% of the Company's Hawaii municipal
bond holdings were general obligation issuances. As of September 30, 2014, there were no other holdings of
municipal debt securities that were issued by a single state or political subdivision which comprised more than 10% of
the total fair value of the Company's municipal debt securities.

As of September 30, 2014, the carrying value of the Company’s Federal Home Loan Bank of Seattle ("FHLB Seattle")
and Federal Reserve Bank stock was as follows:

(dollars in thousands) September 30, December 31,

2014 2013
Federal Home Loan Bank Stock $ 49,775 $ 58,021
Federal Reserve Bank Stock 19,299 19,138
Total $ 69,074 $ 77,159

These securities can only be redeemed or sold at their par value and only to the respective issuing
government-supported institution or to another member institution. The Company records these non-marketable
equity securities as a component of other assets and periodically evaluates these securities for impairment.
Management considers these non-marketable equity securities to be long-term investments. Accordingly, when
evaluating these securities for impairment, management considers the ultimate recoverability of the par value rather
than recognizing temporary declines in value.

In September 2014, the FHLB Seattle and the Federal Home Loan Bank of Des Moines announced that they have
entered into a definitive agreement to merge the two Banks. The merger agreement has been unanimously approved
by the boards of directors of both Banks. The closing of the merger is subject to certain closing conditions, including

approval by the Federal Housing Finance Agency and ratification by the member-owners of both Banks.

Visa Class B Restricted Shares
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