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Report of Independent Registered Public Accounting Firm

 
The Board of Directors and
The Benefit Plans Committee of
Bank of Hawaii Corporation
Bank of Hawaii Retirement Savings Plan
 
We have audited the accompanying statements of net assets available for benefits of Bank of Hawaii Retirement Savings Plan (the “Plan”) as of December 31,
2007 and 2006, and the related statements of changes in net assets available for benefits for the years then ended.  These financial statements are the
responsibility of the Plan’s management.  Our responsibility is to express an opinion on these financial statements based on our audits.
 
We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. We were not engaged
to perform an audit of the Plan’s internal control over financial reporting. Our audits included consideration of internal control over financial reporting as a
basis for designing audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Plan’s internal control over financial reporting. Accordingly, we express no such opinion. An audit also includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and significant estimates made by management,
and evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the net assets available for benefits of the Plan at
December 31, 2007 and 2006, and the changes in its net assets available for benefits for the years then ended, in conformity with U.S. generally accepted
accounting principles.
 
Our audits were performed for the purpose of forming an opinion on the financial statements taken as a whole. The accompanying supplemental schedule of
assets (held at end of year) as of December 31, 2007, is presented for purposes of additional analysis and is not a required part of the financial statements but
is supplementary information required by the Department of Labor’s Rules and Regulations for Reporting and Disclosure under the Employee Retirement
Income Security Act of 1974. This supplemental schedule is the responsibility of the Plan’s management. The supplemental schedule has been subjected to
the auditing procedures applied in our audits of the financial statements and, in our opinion, is fairly stated in all material respects in relation to the financial
statements taken as a whole.
 

/s/ Ernst & Young LLP
   
Honolulu, Hawaii
June 23, 2008
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Bank of Hawaii Retirement Savings Plan

 
Statements of Net Assets Available for Benefits

 
December 31,

2007
 

2006
(dollars in thousands)

Assets
Investments, at Fair Value $ 374,238 $ 365,620
      
Receivables:

Employer Contribution 5,325 5,448
Net Assets Available for Benefits, at Fair Value 379,563 371,068
Adjustment From Fair Value to Contract 

Value For Interest in Collective Trust
Related To Fully Benefit-Responsive
Investment Contracts (368) 472

Net Assets Available for Benefits $ 379,195 $ 371,540
 

See accompanying notes to Financial Statements.
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Bank of Hawaii Retirement Savings Plan

 
Statements of Changes in Net Assets Available for Benefits

 
Years Ended December 31,

2007
 

2006
(dollars in thousands)

Additions
Investment Income – Interest and Dividends $ 24,514 $ 17,902
Net (Depreciation) Appreciation in Fair Value of Investments (7,812) 22,915
      
Contributions:

Participants 10,476 10,021
Employer 9,628 9,459
Participant Rollovers 539 508

Total Contributions 20,643 19,988
      
Total Net Additions 37,345 60,805
      
Deductions
Distributions to Participants (29,690) (24,985)
      
Net Increase of Net Assets Available for Benefits 7,655 35,820
Net Assets Available for Benefits at Beginning of Year 371,540 335,720
Net Assets Available for Benefits at End of Year $ 379,195 $ 371,540
 

See accompanying notes to Financial Statements.
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Bank of Hawaii Retirement Savings Plan

 
Notes to Financial Statements

 
December 31, 2007

 
1. Description of the Plan and Summary of Significant Accounting Policies
 
Description of the Plan
 
The following description of the Bank of Hawaii Retirement Savings Plan (the “Plan”), formerly known as the Pacific Century Financial Corporation Profit
Sharing Plan, provides only general information.  Participants should refer to the Plan Document for a more complete description of the Plan’s provisions.
 
The Plan is a defined contribution plan for employees of Bank of Hawaii Corporation and certain of its subsidiaries (collectively “the Company”) who have
fulfilled the Plan’s participation requirements.  The Plan is subject to the reporting and disclosure, fiduciary, vesting, and administration and enforcement
provisions of the Employee Retirement Income Security Act of 1974 (“ERISA”).
 
The Plan is administered by Bank of Hawaii (the “Plan Administrator”), a subsidiary of the Company.  All assets of the Plan are held in trust by Vanguard
Fiduciary Trust Company, as trustee, and all benefits are provided by such trust fund.
 
On May 24, 2002, the Plan Administrator on behalf of the Board of Directors of the Company approved a resolution to merge the Bank of Hawaii Money
Purchase Plan (the “MPP”) into the Plan, effective June 30, 2002.  The unvested MPP balances that merged into the Plan on June 30, 2002, are maintained as
a separate account and continue to have a five-year vesting period.  Participants are fully vested in all other Plan assets allocated to their account.
 
Effective April 1, 1998, the portion of the Plan consisting of the Bank of Hawaii Corporation Stock Fund converted to an employee stock ownership plan
(“ESOP”).  As an ESOP, any cash dividends on Bank of Hawaii Corporation stock are passed through to the participants unless the participant elects against
receiving the dividend in cash.  The cash dividend on shares of Bank of Hawaii Corporation stock paid as a dividend pass-through is not treated as a
distribution from the Plan, rather, it is accounted for as if the participant receiving the dividend was the direct owner of the shares of Bank of Hawaii
Corporation stock.  For participants electing not to receive the dividend pass-through, the dividend is allocated to the participant’s account as income and is
invested in additional shares.
 
In the event that a member terminates employment at a time when the member is not fully vested, the member forfeits the unvested portion of their money
purchase account.  However, under ERISA regulations, the forfeiture will be reinstated if the participant is re-employed with the Company within five years. 
Forfeitures for a calendar year may be credited against employer contributions required for the calendar year.  As of December 31, 2007 and 2006, the
cumulative forfeited unvested amounts available to be used for future employer contributions were approximately $396,000 and $309,000, respectively.
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Bank of Hawaii Retirement Savings Plan

 
Notes to Financial Statements (continued)

 
1. Description of the Plan and Summary of Significant Accounting Policies (continued)
 
Description of the Plan (continued)
 
In the event that the Board of Directors terminates the Plan, each member’s interest in the Plan will remain fully vested and non-forfeitable.  The Board of
Directors may require all participants and beneficiaries to withdraw such amounts in cash, in kind, in any other form or any combination thereof, as it may
determine in its sole discretion.
 
Basis of Accounting
 
The accounting records of the Plan are maintained on the accrual basis.
 
Use of Estimates
 
The preparation of financial statements in conformity with U.S. generally accepted accounting principles requires management to make estimates and
assumptions that affect the amounts reported in the financial statements and accompanying notes.  Actual results may differ from those estimates.
 
Expenses
 
Fees paid to the Plan’s trustee and other administrative expenses incurred in connection with the operation of the Plan are paid by the Company.  Brokerage
commissions and other expenses incurred in connection with the purchase or sale of investments are paid by the Plan.
 
Investments
 
Investments are stated at fair value.  Shares of mutual funds are valued at quoted market prices which represent the net asset value of shares held by the Plan at
year end.  The Vanguard Retirement Savings Trust is a collective trust investing solely in guaranteed investment contracts with selected insurance companies
and commercial banks.  The units of the collective trust fund is valued at unit prices established by the fund’s sponsor on the last business day of the plan
year based on the fair value of the underlying assets.  Shares of Bank of Hawaii Corporation stock are valued at the quoted market price at year end. 
Participant loans are valued at their outstanding balances which approximates fair value.
 
Purchases and sales of investments are recorded on a trade-date basis.  Interest income is recorded on the accrual basis and dividends are recorded on the ex-
dividend date.
 
The net realized gain or loss on investments sold during the year and the unrealized gain or loss on investments held at year end are reflected in the
Statements of Changes in Net Assets Available for Benefits as net (depreciation) appreciation in fair value of investments.  The net realized gain and loss on
investments sold is computed using the average cost method.
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Bank of Hawaii Retirement Savings Plan

 
Notes to Financial Statements (continued)

 
1. Description of the Plan and Summary of Significant Accounting Policies (continued)
 
Concentration of Market and Credit Risk
 
The Plan’s exposure to credit loss in the event of nonperformance of investments is limited to the carrying value of such instruments.  The Plan’s
concentration of credit risk and market risk are dictated by the Plan’s provisions as well as those of ERISA and the participant’s investment preference.  Due
to the level of risk associated with certain investments, it is at least reasonably possible that changes in risks in the near term could materially affect
participant account balances and the amounts reported in the statements of net assets available for benefits and the statements of changes in net assets
available for benefits.
 
Contributions
 
Contributions from the Company and participants are accrued through December 31 in the Statements of Net Assets Available for Benefits.
 
Participating employees are allowed to contribute up to 50% of their eligible compensation (within federal limits) to the Plan.  The Company makes
matching contributions on behalf of members equal to $1.25 for each $1.00 contributed by a member up to 2% of the member’s eligible compensation and
$0.50 for every $1.00 contributed by participants over 2% up to 5% of the participant’s eligible compensation.  In addition, all eligible members receive an
annual 3% Company fixed contribution based on employees’ eligible compensation and a discretionary value sharing contribution that is linked to the
Company’s financial goals.  These contributions are made annually regardless of whether the member contributes to the Plan and are invested in accordance
with the member’s selection of investment options available under the Plan.  Value sharing contributions for the years ended December 31, 2007 and 2006
were approximately $1,800,000 and $2,000,000, respectively.  Total employer and employee contributions are limited to certain maximum annual amounts,
including those imposed under the Internal Revenue Code.
 
Benefit Payments
 
Benefits are recorded when paid.
 
Withdrawals are permitted for participants demonstrating immediate financial need.  Participants are allowed to borrow a minimum of $1,000 up to a
maximum equal to the lesser of $50,000 or 50% of the current value of their account balance.  Loan transactions are treated as a transfer from (to) the
investment fund to (from) the loan fund.  Loan terms do not exceed five years unless the loan is used for the purchase of a primary residence.  The loans are
secured by the balance in the participant’s account or other security deemed to be sufficient by the Benefit Plans Committee and are made at a reasonable rate
of interest.  Principal and interest is repaid ratably into the participant’s account through payroll deductions.  No loans are permitted from the Bank of Hawaii
Corporation Stock Fund.
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Bank of Hawaii Retirement Savings Plan

 
Notes to Financial Statements (continued)

 
1. Description of the Plan and Summary of Significant Accounting Policies (continued)
 
Benefit Payments (continued)
 
For termination of employment, a member or their beneficiary is entitled to receive an allocation of the employer matching contribution.  A member is also
entitled to a pro-rata allocation of the Company’s fixed and value sharing contributions for the calendar year in which the member terminated employment
due to retirement, disability or death.  For termination of employment prior to retirement (normal and early), disability or death, the member’s vested account
will be distributed as soon as practicable.  For all accounts under the Plan that exceed $5,000, a distribution can only be made if the member consents in
writing to such a distribution.  Members are entitled to receive the vested portion of their money purchase account in the form of a joint and survivor or life
annuity, unless elected otherwise.  Members may elect to waive distribution of money purchase plan benefits in such a manner and elect to receive
distribution in the form of a single lump sum payment.  In case of death, beneficiaries may elect to receive distributions from the money purchase plan
account as a lump sum or as an annuity contract.  Participants may also elect to defer distributions.
 
New Accounting Pronouncements
 
In September 2006, the Financial Accounting Standards Board (“FASB”) issued Statement of Financial Accounting Standard (“SFAS”) No. 157, “ Fair Value
Measurements,” which is effective for the Plan on January 1, 2008.  SFAS No. 157 establishes a framework for measuring fair value, while expanding the fair
value measurement disclosures.  SFAS No. 157 established a fair value hierarchy that distinguishes between independent observable inputs and unobservable
inputs based on the best information available.  SFAS No. 157 expands disclosures about the use of fair value to measure assets and liabilities, the effect of
these measurements on earnings for the period, and the inputs used to measure fair value.  Management is currently evaluating the effect that the provisions
of SFAS No. 157 will have on the Plan’s statement of net assets available for benefits and statement of changes to net assets available for benefits.
 
As of December 31, 2006, the Plan adopted FASB Staff Position FSP AAG INV-1 and Statement of Position No. 94-4-1, Reporting of Fully Benefit-
Responsive Investment Contracts Held by Certain Investment Companies Subject to the AICPA Investment Company Guide and Defined-Contribution Health
and Welfare and Pension Plans (the “FSP”).  The FSP requires the Statement of Net Assets Available for Benefits present the fair value of the Plan’s
investments as well as the adjustment from fair value to contract value for the fully benefit-responsive investment contracts; defines the types of investment
contracts that are eligible for the contract value accounting treatment; provides a definition of a fully benefit-responsive investment contract; and outlines
specific disclosure requirements.  The FSP became effective for financial statements for annual periods ending after December 15, 2006.
 
The Plan invests in a collective trust, Vanguard Retirement Savings Trust, which owns fully benefit-responsive investment contracts.  As a result of the
implementation of this FSP, the Plan reflected the Vanguard Retirement Savings Trust at fair value and recognized an adjustment from fair value to contract
value for the fully benefit-responsive investment contract of $(368,000) and $472,000 as of December 31, 2007 and 2006, respectively, in the Statement of
Net Assets Available for Benefits.
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Bank of Hawaii Retirement Savings Plan

 
Notes to Financial Statements (continued)

 
2. Investments
 
During the years ended December 31, 2007 and 2006, the Plan’s investments (depreciated) or appreciated in fair value as follows:
 

Years Ended December 31,  
2007

 

2006
(dollars in thousands)

Mutual Funds $ (4,252) $ 19,458
Common Stock (3,560) 3,457
Net (Depreciation) Appreciation in Fair Value of Investments $ (7,812) $ 22,915
 
The fair value of individual investments representing 5% or more of the Plan’s net assets at December 31, 2007 and 2006 are as follows:
 

          December 31,
2007 2006

(dollars in thousands)
Bank of Hawaii Corporation Common Stock $ 61,625 $ 72,650
Vanguard Wellington Fund 53,051 50,064
Vanguard 500 Index Fund 52,216 51,316
Vanguard Windsor Fund 51,442 56,957
Vanguard Retirement Savings Trust 48,604 48,565
Pacific Capital New Asia Growth Fund 22,106 NA     
 
NA - Balance is less than 5% of the plan’s net assets available for benefits.
 
3. Transactions and Agreements with Parties-in-Interest
 
Plan investments include shares of mutual funds managed by Vanguard.  Vanguard is the trustee of the Plan.  Accordingly, transactions involving shares of
such mutual funds are considered party-in-interest transactions.
 
Plan investments include shares of mutual funds advised by the Asset Management Group of Bank of Hawaii, a subsidiary of Bank of Hawaii Corporation. 
Accordingly, transactions involving shares of such mutual funds are considered party-in-interest transactions.
 
Transactions in shares of Bank of Hawaii Corporation common stock qualify as party-in-interest transactions under the provisions of ERISA.  During the
years ended December 31, 2007 and 2006, the Plan made purchases of $2,166,757 and $2,810,209, respectively, and sales of $11,532,224 and $10,319,752,
respectively, of Bank of Hawaii Corporation common stock on behalf of its participants.  At December 31, 2007 and 2006, the Plan held approximately
1,209,925 and 1,349,461 shares of Bank of Hawaii Corporation common stock, respectively, representing 16% and 20%, respectively of the total net assets of
the Plan.
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Bank of Hawaii Retirement Savings Plan

 
Notes to Financial Statements (continued)

 
4. Income Tax Status
 
The Plan last received a determination letter from the Internal Revenue Service dated October 30, 2002, stating that the Plan is qualified under Sections
401(a) and 401(k) of the Internal Revenue Code (the “Code”) and, therefore, the related trust is exempt from taxation.  Once qualified, the Plan is required to
operate in conformity with the Code to maintain its qualification.  The Plan Administrator believes the Plan is being operated in compliance with the
applicable requirements of the Code and, therefore, believes that the Plan is qualified and the related trust is tax exempt.  There have been amendments to the
Plan since the last determination letter from the Internal Revenue Service.  Subsequent amendments are structured to, and are intended to maintain the Plan’s
tax exempt status.
 
5. Reconciliation of Financial Statements to Form 5500
 
The following is a reconciliation of the Statement of Net Assets Available for Benefits and the Statement of Changes in Net Assets Available for Benefits per
the financial statements at December 31, 2007 and 2006 to the Form 5500:
 

Years ended December 31,
2007 2006

(dollars in thousands)
      
Net Assets Available for Benefits per the Financial Statements $ 379,195 $ 371,540
Adjustment from Fair Value for Fully Benefit-Responsive Investment Contracts 368 (472)
Net Assets Available for Benefits per the Form 5500 $ 379,563 $ 371,068
      
Total Additions per the Financial Statements $ 37,345
Adjustment from Fair Value for Fully Benefit-Responsive Investment Contracts at December 31, 2006 472
Adjustment from Fair Value for Fully Benefit-Responsive Investment Contracts at December 31, 2007 368
Total Income per the Form 5500 $ 38,185
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Supplemental Schedule

 



 
Bank of Hawaii Retirement Savings Plan

 
Employer ID Number: 99-0033900/Plan Number: 002

 
Schedule H, Line 4i – Schedule of Assets (Held at End of Year)

 
December 31, 2007

 

Description
 

Number of
Shares Cost

 

Current
Value

 

(dollars in thousands)
Mutual Funds
Pacific Capital Diversified Fixed Income Fund 342,180 $   3,771 $ 3,754
Pacific Capital Growth & Income Fund 598,202 8,117 8,405
Pacific Capital Growth Stock Fund 1,034,009 10,476 10,609
Pacific Capital International Stock Fund 468,437 5,038 6,385
Pacific Capital Mid Cap Fund 73,705 895 759
Pacific Capital New Asia Growth Fund 1,009,396 16,472 22,106
Pacific Capital Short Intermediate U.S. Government Securities Fund 188,038 1,838 1,828
Pacific Capital Small Cap Fund 718,804 11,785 10,847
Pacific Capital Value Fund 306,395 2,883 2,623
Vanguard 500 Index Fund 386,359 40,971 52,216
Vanguard Growth Equity Fund 243,191 3,041 3,290
Vanguard International Growth Fund 311,484 7,789 7,731
Vanguard Mid-Cap Index Fund 169,166 3,416 3,502
Vanguard Short-Term Federal Fund 691,560 7,206 7,303
Vanguard Target Retirement 2005 Fund 44,200 503 531
Vanguard Target Retirement 2010 Fund 50,941 1,141 1,175
Vanguard Target Retirement 2015 Fund 308,749 3,895 4,032
Vanguard Target Retirement 2020 Fund 42,372 958 994
Vanguard Target Retirement 2025 Fund 174,818 2,355 2,399
Vanguard Target Retirement 2030 Fund 10,086 239 241
Vanguard Target Retirement 2035 Fund 121,066 1,661 1,770
Vanguard Target Retirement 2040 Fund 2,841 68 68
Vanguard Target Retirement 2045 Fund 34,462 493 520
Vanguard Target Retirement 2050 Fund 8,556 204 203
Vanguard Target Retirement Income Fund 107,393 1,144 1,194
Vanguard Wellington Fund 1,626,320 45,629 53,050
Vanguard Windsor Fund 3,274,455 52,214 51,442
Total Mutual Funds 234,202 258,977
        
Collective Trust
Vanguard Retirement Savings Trust 48,238,626 48,607 48,607
Bank of Hawaii Corporation Common Stock Fund
Bank of Hawaii Common Stock 1,209,925 22,871 61,625
Vanguard Prime Money Market Fund 251 251
Total Bank of Hawaii Corporation Common Stock Fund 23,122 61,876
        
Participant Loans
Participant Loans-Interest rates ranging from 3.51% to 9.25% 4,778 4,778

$ 310,709 $ 374,238
 
All investments are with parties-in-interest to the Plan.
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Exhibit 23.1
 

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
 
 

We consent to the incorporation by reference in the Registration Statement (Form S-8 No. 33-57267) pertaining to the Pacific Century Financial Corporation
Profit Sharing Plan of our report dated June 23, 2008 with respect to the financial statements and supplemental schedule of the Bank of Hawaii Retirement
Savings Plan included in the Annual Report (Form 11-K) for the year ended December 31, 2007.
 
 

/s/ Ernst & Young LLP
   
   
Honolulu, Hawaii
June 23, 2008
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