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Dear Speaker Parkinson: 

Enclosed please find a copy of Governor's message and Bill No. 681 (LS), 
"AN ACT TO REPEAL $30803 OF THE BANKING CODE, AND TO ADD A NEW 
PART 'E' TO CHAPTER I OF ARTICLE III OF THAT SAME CODE (GOVERNMENT 
CODE TITLE XXXI), TO AUTHORIZE TERRITORIAL CHARTERED BANKS TO 
ENGAGE IN ALL ACTIVITIES ALLOWABLE TO NATIONAL BANKS OR FDIC 
INSURED BANKS", which I have signed into law as Public Law 23-127. 

A copy has also been delivered to the Office of the Legislative Secretary. 

This legislation allows Guani's locally chartered banks that are FDlC 
insured to engage in activities that other banks in the United States can 
engage in. This includes activities authorized for both national banks which 
are chartered by the United States government, and state banks which are 
chartered in the states. 

The legislation opens up the local banking industry by allowing local banks 
to engage in securities businesses, as well as other businesses. At the same 
time, laws, rules, and regulations related to these other businesses xcust 
also be followed. 

It is suggested that the following language be added to the Banking Code of 
Guam, as is found in many states: I I 
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SpeakerlB681lPL2 
October 1996 - page 

"Section 1. A new Part 'F' is added to Chapter I of Article 111, Title 
XXXI of the Government Code (the Banking Code) to read: 

'Part F. Authorized Banking Rules. 

$30401. Banking Rules. (a) The Banking Board may adopt rules to 
accomplish the purposes of $30400 of this Article, including rules 
necessary or reasonable to: 

( 1 )  implement and clarify $30400 of this Article; 
(2) preserve or protect the safety and soundness of state banks; 
(3) grant the same rights and privileges to territorial banks that 

are or may be granted to nationally chartered banks or state chartered 
banks; 

4 )  facilitate the fair hearing and adjudication of matters before 
the Banking Commissioner and the Banking Board. 

(b) In adopting the rules, the Banking Board shall consider the 
need to : 

( 1 ) promote a stable banking environment; 
(2) provide the public with convenient, safe, and competitive 

banking services; 
(3) preserve and promote the competitive parity of territorial 

banks with national banks, state banks, and other depository institutions 
consistent with the safety and soundness of territorial banks; and 

(4) allow for economic development within the territory."' 

Please consider adding language such as the above to ensure the proper 
implementation of the intent of the legislation. 

Very truly yours, 

arl T. C. Gutierrez w 
Governor of Guam 

Attachment 
231523 



CARL T.C. GUTIERREZ 
GO'JERNOR OF GUAM 

The Honorable Judith Won-Pat Borja 
Legislative Secretary 
Twenty-Third Guam Legislature 
Guam Legislature Temporary Building 
155 Hesler Street 
Agana, Guam 96910 

Dear Madame Legislative Secretary: 

Enclosed please find a copy of Governor's message and Bill No. 681 (LS), 
"AN ACT TO REPEAL $30803 OF THE BANKING CODE, AND TO ADD A NEW 
PART 'E' TO CHAPTER I OF ARTICLE 111 OF THAT SAME CODE (GOVERNMENT 
CODE TITLE XXXI), TO AUTHORIZE TERRITORIAL CHARTERED BANKS TO 
ENGAGE IN ALL ACTIVITIES ALLOWABLE TO NATIONAL BANKS OR FDIC 
INSURED BANKS", which I have signed into law as Public Law 23-127. 

A copy has also been delivered to the Office of the Speaker. 

Very truly yours, 

Governor of Guam 

Attachments 
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TWENTY-THIRD GUAM LEGISLATURE 
1996 (SECOND) Regular Session 

CERTIFICATION OF PASSAGE OF AN ACT TO THE GOVERNOR 

This is to certify that Bill No. 681 (LS), "AN ACT TO REPEAL $30803 OF THE 
BANKING CODE, AND TO ADD A NEW PART "E" TO CHAPTER I OF 
ARTICLE I11 OF THAT SAME CODE (GOVERNMENT CODE TITLE 
XXXI), TO AUTHORIZE TERRITORIAL CHARTERED BANKS TO 
ENGAGE IN ALL ACTIVITIES ALLOWABLE TO NATIONAL BANKS OR 
FDIC INSURED BANKS," was on the 25th day of September, 1996, duly and 
regularly passed. f-7 

Attested: 

DON PARKINSON 
Speaker 

Senator a n ~ g i s l a t i v e  sec;etary 

This Act was received by the Governor tlus 1 4J dayof c h f + ~ e ~  I 

1996, at Y'YS o'clock e. M . 

G(d&$& &Jf - r  

Assistant ~ t a k  Officer 
Governor's Office 

APPROVED: 

Governor of Guam 

Date: & /"-l/* 7d 

Public Law No. 2 3  - 1 2 7 I 



Bill No. 681 (LS) 

Introduced by: 

TWENTY-THIRD GUAM LEGISLATURE 
1996 (SECOND) Regular Session 

F. E. Santos 
T. C. Ada 
J. P. Amon 
E. Barrett-Anderson 
A. C. Blaz 
J. M. S. Brown 
F. P. Camacho 
M. C. Charfauros 
H. A. Cristobal 
M. Forbes 
A. C. Lamorena V 
C. Leon Guerrero 
L. Leon Guerrero 
T. S. Nelson 
S. L. Orsini 
V. C. Pangelinan 
D. Parkinson 
J. T. San Agustin 
A. L. G. Santos 
A R. Unpingco 
J. Won Pat-Bo j a  

AN ACT TO REPEAL $30803 OF THE BANKING CODE, 
AND TO ADD A NEW PART "E" TO CHAPTER I OF 
ARTICLE 111 OF THAT SAME CODE (GOVERNMENT 
CODE TITLE XXXI), TO AUTHORIZE TERRITORIAL 
CHARTERED BANKS TO ENGAGE IN ALL ACTIVITIES 
ALLOWABLE TO NATIONAL BANKS OR FDIC 
INSURED BANKS. 

BE IT ENACTED BY THE PEOPLE OF THE TERRITORY OF GUAM: 



Section 1. Legislative intent. It is the intent of the Leplature to allow 

territorial banks and their subsidiaries to compete on a par with national 

banks, banks chartered in the state's of the United States, and bank holding 

companies subject to the most expansive powers allowed by the Office of the 

Comptroller of the Currency, the Federal Deposit Insurance Corporation, 

the Federal Reserve Board or their successors. 

Should Federal or state law, regulation, federal bardung agency ruling 

or letter opinion authorize identical or similar powers to banks, the territorial 

bank may choose the least restrictive conditions under which to operate. 

Upon request from the Commissioner, the territorial bank shall provide the 

Commissioner with copies of the law, regulation, ruling, or letter opinion 

upon whch it relies. 

Furthermore, it is the intent of the Legislature that this grant of 

authority be interpreted broadly to allow territorial banks and their 

subsidiaries to engage in a wide variety of activities found to be within the 

powers of banking institutions and their subsidiaries or affihates. 

Section 2. s30803 is hereby repealed and $30804 through 30811 are 

renumbered accordingly. 

Section 3. A new part "E" is hereby added to Chapter I of Article III, 

Title XXXI of the Government Code (the Banking Code) to read: 

Part E. Authorized Banking Practices. 

930400. Bank Activities permitted. A Territorial Bank insured by the 

Federal Deposit Insurance Corporation (FDIC) is authorized to engage 

directly or through a subsidiary in any banking activity, any activity closely 

related to banlung and any nonbank activity to do any act and to own, possess 

and carry as assets, property of the character, including stock, which national 

banks chartered by the United States government and any bank chartered by 
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a state of the United States or any subsidiary of a bank holding company 

regulated by the Federal Reserve Board under the Bank Holding Company 

Act of 1978 may now or hereafter be authorized or permitted by state or 

federal law, regulation or federal banking agency regulatory ruling or letter 

opinion to engage, on the same terms and conditions that would be imposed 

on a national bank, a state chartered insured bank, or a subsidiary of a bank 

holding company engaged in such activity; provided however, that a 

territorial bank will not by this statute be made subject to regulation by, be 

required to report to or be subject to audit by any federal agency by which it is 

not otherwise regulated. 

To the extent authorized or allowed under case law or federal banking 

statutes, regulations or regulatory decisions for any other bank, an insured 

Guam Bank may directly or indirectly engage in or invest in a subsidiary 

which engages in broker and dealer activities in securities, insurance 

activities, underwriting, community development, real estate, management 

consulting, data processing, investment advisory services, check collection 

and guaranteeing, courier services, foreign exchange services, credit research 

and reporting, futures commissions merchant, consumer financial services 

counseling, real estate appraisals and financing, tax planning and 

preparation, providing bank services to other banks; purchasing, constructing 

and leasing public or municipal buildings; investing in and operating a safe- 

deposit corporation or small business investment company; investing in state 

or territorial housing corporations; acting as a finder for a buyer and seller; 

arranging real estate financing with t h ~ d  parties; investing in and operating 

an advisory and discount brokerage; acting as an agent in the sale or 

placement of federal, state or territorial government securities; acting as an 

agent in the sale of fixed rate and variable annuities; arbitrage activities; 



armored car messenger services; operating automated teller machine 

networks; automobile, equipment and personal property leasing; making 

charitable contributions; operating closed or open ended collective 

investment funds or mutual funds; collateralizing public deposits received 

from local or the territorial government; issuing underwriting, dealing in, 

purchasing and selling collateralized mortgage obligations; dealing in 

commodities futures or operating as a commodity pool operator; selling or 

leasing computer hardware or software in conjunction with data processing 

services or to other financial institutions; operating a credit card bank; 

securitizing credit card receivables; underwriting and selling credit life and 

disability insurance for loan customers; collecting debts for third parties 

participating in debt/equity swaps; offering financial advice and counseling 

to mutual funds; acting as a general contractor for its own real estate; acting 

as a custodian for individual retirement account funds; acting as a finder for 

insurance companies; leasing bank premises or bank owned real estate; 

issuing clean letters of credit; establishing and operating loan production 

offices; messenger services; mortgage servicing; operating a postal 

substation on its premises; privately placing asset backed securities, mortgage 

related products, debt and equity securities, limited partnershp interests in 

real estate and investment securities; offering security and guard services 

and security monitoring services; purchasing, selling, underwriting, dealing 

in and holding Small Business Administration guaranteed pool certificates 

and general obligations of any state, territory or political subdivision thereof; 

purchasing, holding and using a seat on any recognized United States stock 

exchange; purchasing, selling, dealing in and underwriting obligations of the 

United States Government, its agencies and political subdivisions; operating 

a title insurance company in conjunction with a real estate mortgage loan 
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business; acting as an agent in selling or underwriting title insurance in 

connection with mortgage loans; acting as a transfer agent for corporate debt 

and equity issues; acting as a travel agent in conjunction with a bank operated 

travel club or incidental to banking; engaging in trust powers; and offering 

vault, lock and ATM services to other financial institutions a .  correspondent 

services, subject to the least restrictive rules, regulations and letter ruling 

terms and conditions permitting national or FDIC insured banks, bank 

subsidiaries or bank holding company subsidiaries to engage in the foregoing 

activities. The foregoing list is not intended to be comprehensive." 
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3 Office of-? Senator Francis C .  Santos 
Conlmlttee on W ~ y s  & Means 

Phone (67 1 ) 472-34 1.115 Fax (67 1) 477-3048 

September 9, 1996 
'I'U'ENTY-'I'HIRD 

CUAXI I,E(;ISLATUKE 
155 kle\ler St. 

Agana. <iu,~m 969 10 

The Honorable W. Don Parkinson 
Speaker 
Twenty-Third Guam Legislature 
155 Hesler St. 
Agana, Guam 969 10 

Dear Speaker Parkinson: 

The Committee on Ways and Means, now reports its findings on 
Substitute Bill No. 681 - AN ACT To REPEAL SECTION 
30803 OF THE BANKING CODE AND TO ADD A NEW PART 
"E" TO ARTICLE 1, TITLE XXXI, GUAM CODE 
ANNOTATED, TO AUTHORIZE TERRITORIAL CHARTERED 
BANKS TO ENGAGE IN ALL ACTIVITIES ALLOWABLE TO 
NATIONAL BANKS OR FDIC-INSURED BANKS.", to the full 
legislature with the recommendation to do pass. 

To Pass 8- 

Not To Pass 0- 

Abstain 0- 

Inactive File 0- 

Off Island 0- 

Unavailable 1- 

Report out only - 

Copies of the Committee Report and all pertinent documents are 
attached for your information. 

Respectfully, 

Francis E. antos * 
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Bill 681 - AN ACT TO REPEAL $30803 OF THE BANKING CODE AND TO ADD A 
NEW PART "E" TO ARTICLE I, TITLE XXXI TO AUTHORIZE TERRITORIAL 
CHARTERED BANKS TO ENGAGE IN ALL ACTIVlTIES ALLOWABLE TO 
NATIONAL BANKS OR FDIC INSURED BANKS. 
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TWENTY-THIRD GUAM LEGISLATURE 
Committee on Ways and Means 

SENATOR FRANCIS E. SANTOS, Chairman 

Committee Report 

Bill No. 681 - AN ACT TO REPEAL 530803 OF THE BANKING CODE 
AND TO ADD A NEW PART "E" TO ARTICLE I. TITLE XXXI TO 
AUTHORIZE TERRITORIALLY CHARTERED BANKS TO ENGAGE 
IN ALL ACTIVITIES ALLOWABLE TO NATIONAL BANKS OR FDIC 
INSURED BANKS. 

PREFACE 

The Committee on Ways and Means convened the Public Hearing at 9:00 
a.m., July 24, 1996 in the public Hearing Room of the Guam Legislature to 
receive public testimony on Bill 681. 

Alongside Chairman Francis E. Santos was Senator Vicente Pangelinan. 

OVERVIEW 

Bill 681 when enacted into law would permit locally chartered banks to 
perform activities currently allowed to national banks authorized by Rules 
and Regulations of the Office of the Comptroller of the Currency, the 
Federally Deposit Insurance Corporation (FDIC) or the Federal Reserve. 

Financial institutions have in the past and continue to invest in technology 
which would enhance its abilities to achieve its goals and objective. With the 
vast improvements in technology used in the banking during past three (3) 
decades, national banks have been granted authorization to expand the types 
of service said institutions may perform. 

With this in mind, locally chartered banks have requested the Twenty-third 
Guam Legislature for the same authorization to expand their service base 
offered to customers. The types of services being sought are services related to 
the basic intent of the financial industry. 

The intent of Bill 681 will move Guam forward in its proactive goal of 
securing the territory as the financial hub of the Pacific Region. 



LEGISLATIVE FINDINGS 

Mr. William D. Leon Guerrero, the Vice President of the Bank of Guam 
testified before the Committee on behalf of the Bank of Guam. Mr. Leon 
Guerrero opened his testimony by commending the Guam Legislature in  
attending to the Legislative needs of the local Banking Industry laws. 
(ATTACHMENT I) 

He made reference to the current services offered by local financial 
institutions to the general public . However, he further notes that much of 
the regulations placed on the banking industry arose during the 1930fs, the 
period of the Great Depression. These regulations were deemed necessary at 
the time to secure sound banking services and to protect its central role in  
business growth in our return to prosperity. These regulations were designed 
to limit the scope of authority for banks. In the end, Banks' were limited in  
the types of services they may provide. 

During the past thirty years, we witnessed many changes in technology 
including the enhancements of computers used in the industry. These 
changes have contributed to the expansions and the enhancements of the 
types of services offered by the same institutions. As a result national banks 
currently offer a broad range of financial services to its customers. 

He further informed the Committee that passage of this Act will not result in  
radical or unprecedented changes to the industry. The proposed changes 
have been successfully carried out in other jurisdiction and proven to be 
responsive to the desires of the community. 

This Act will reform territorial banking laws enacted decades ago to allow for 
innovative, safe and sound financial services that are responsive to the needs 
of the people of Guam. Furthermore, it would provide locally chartered 
banks with the abilities to compete with other jurisdictions and national 
banks on the types of services offered. 

Testimony was submitted on behalf of the Banking Commissioner (Mr. 
Joseph T. Duenas) requesting for additional time to submit testimony on Bill 
No. 681. Mr. Duenas submitted testimony to the Committee on August 2, 
1996. ATTACHMENT II AND m) 

Speaking on behalf of the Banking Board, Mr. Duenas supports the intent of 
the legislation to provide locally chartered banks the same powers and 
authority as National Banks. However, the responsibilities of the Banking 
Board to promote and maintain a sound banking system must not be limited. 



The Committee finds that bill 681 will not compromise the Banking 
commissioner's ability to oversee the local banking system. 

Senator Francis E. Santos inquired about the types of services of which Bank 
of Guam wishes to offer should the expanded authority be granted. In 
response, Mr. Leon Guerrero pointed to the sell of mutual funds and 
annuities directly through the bank or through a subsidiary. 

Senator Santos further inquired of the required licenses to perform said 
duties. Mr. Leon Guerrero responded that all personnel will be licensed with 
the proper authorities prior to performing any of the activities. These 
individuals will also be local residents hired by the bank. 

In regards to Senator Santos' inquiry about the number of states which have 
granted such authorization, Mr. Leon Guerrero responded that he was not 
sure of jurisdictions, but all national banks have been granted the 
authorization. 

Mr. Leon Guerrero informed the Committee that the bank wishes to begin 
offering such services possibly in the fourth Quarter of the year. 

Senator Vicente Pangelinan inquired if the list of services included in the bill 
is consistent with federal regulations. Mr. Leon Guerrero responded that all 
services included in the bill is allowed by federal law. 

Representatives from Bank of Hawaii were in attendance at the public 
hearing but indicated to Committee staff that they prefer to listen to 
testimony given during the hearing. 

COMMITTEE RECOMMENDATION 

In light of the island's desire of someday becoming the hub of the region in  
Tourism, Economy and in the Financial Field along with the need to level 
the field of competition in Banking, the Committee on Ways and Means to 
which bill 681 was referred wishes to report the same to the full body with the 
recommendation to do pass. 



TWENTY-THIRD GUAM LEGISLATURE 
1996 (SECOND) Regular Session 

9 ;,;',\',: 5 '4  c 5 J'<". - ;- 
L ?I Bill No. 

Introduced by: F. E. Santos 

AN ACT TO REPEAL fj308030F THE BANKING CODE AND TO 
ADD A NEW PART "E" TO ARTICLE I, TITLE XYXI TO 
AUTHORIZE TERRITORIAL CHARTERED BANK TO ENGAGE 
IN ALL ACTIVITIES ALLOWABLE TO NATIONAL BANKS OR 
FDIC INSURED BANKS. 

BE IT ENACTED BY THE PEOPLE OF THE TERRITORY OF GUAM: 

Section 1. Legislative Intent. It is the intent of the legislature to 

allow territorial banks and their subsidiaries to compete on a par with 

national banks, banks chartered in the state's of the United States, and bank 

holding companies subject to the most expansive powers allowed by the 

Office of the Comptroller of the Currency, the Federal Deposit Insurance 

Corporation, the Federal Reserve Board or their successors. 

Should Federal or state law, regulation, federal banking agency ruling 

or letter opinion authorize identical or similar powers to banks, the territorial 

bank may choose the least restrictive conditions under which to operate. 

Upon request from the Commissioner, the territorial bank shall provide the 

Commissioner with copies of the law, regulation, ruling, or letter opinion 

upon which it relies. 

Furthermore, it is the intent of the legislature that this grant oi 

authority be interpreted broadly to allow territorial banks and their 



subsidiaries to engage in a wide variew of activities found to be within the 

powers of banking institutions and their subsidiaries or affiliates. 

Section 2. €j 30803 is hereby repealed and 930804 through 30811 are 

renumbered accordingly. 

Section 3. A new part "E' is hereby added to Article I, Title XXXI of the 

Banking Code to read: 

ARTICLE I 

Part E. Authorized Banking Practices. 

930400. Bank Activities permitted. A Territorial Bank insured by 

the Federal Deposit Insurance Corporation (FDIC) is authorized to engage 

directly or through a subsidiary in any banking activity, any activity closely 

related to banking and any nonbank activity to do any act and to own, possess 

and carry as assets, property of the character, including stock, which national 

banks chartered by the United States government and any bank chartered by a 

state of the United States or any subsidiary of a bank holding company 

regulated by the Federal Reserve Board under the Bank Holding Companv 

Act of 1978 may now or hereafter be authorized or permitted by state or 

federal law, regulation or federal banking agency rebwlatory ruling or letter 

opinion to engage, on the same terms and conditions that wc)uld be imposed 

on a national bank, a state chartered insured bank, or a subsidiary of a bank 

liolding company engaged in such activity; provided however, that cl 

territorial bank will not by this statute be made subject to regulation by, be 
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I required to report to or be subject to audit by any federal agncy by which it is 

not otherwise regulated. 

To the extent authorized or allowred under case law or federal banking 

statutes, regulations or regulatory decisions for any other bank, an insured 

Guam Bank may directly or indirectly engage in or invest in a subsidiary 

which engages in broker and dealer activities in securities, insurance 

activities, underwriting, community development, real estate, management 

consulting, data processing, investment advisory services, check collection 

and guaranteeing, courier sen-ices, foreign exchange senrices, credit research 

and reporting, futures commissions merchant, consumer financial services 

counseling, real estate appraisals and financing, tax planning and preparation, 

providing bank services to other banks; purchasing, constructing and leasing 

public or municipal buildings; investing in and operating a safe-deposit 

corporation or small business investment company; investing in state or 

territorial housing corporations; acting as a finder for a buyer and seller; 

arranging real estate financing with third parties; investing in and operating 

an advisory and discount brokerage; acting as an agent in the sale or 

placement of federal, state or territorial government securities; acting as an 

agent in the sale of fixed rate and variable annuities; arbitrage activities; 

armored car messenger services; operating automated teller machine 

networks; automobile, equipment and personal property leasing; making 

charitable contributions; operating closed or open ended collective 

investment funds or mutual funds; collateralizing public deposits received 



from local or the territorial government; issuing underwriting, dealing in, 

purchasing and selling collateralized mortgage obligations; dealing i n  

commodities futures or operating as a commodity pool operator; selling or 

leasing computer hardware or software in conjunction with data processing 

services or to other financial institutions; operating a credit card bank; 

securitizing credit card receivables; underwriting and selling credit liie and 

disability insurance for loan customers; collecting debts for third parties 

participating in deb t/equity swaps; offering financial advice and counseling to 

mutual funds; acting as a general contractor for its own real estate; acting as a 

10 custodian for individual retirement account funds; acting as a finder for 

11 insurance companies; leasing bank premises or bank owned real estate; 

12 issuing clean letters of credit; establisl~ing and operating loan production 

13 offices; messenger services; mortgage servicing; operating a postal substation 

14 on its premises; privately placing asset backed securities, mortgage related 

15 products, debt and equity securities, limited partnership interests in real estate 

16 and investment securities; offering security and guard services and security 

17 monitoring services; purchasing, selling, underwriting, dealing in cind 

18 holding Small Business Administration guaranteed pool certificates and 

19 general obligations of any state, territory or political subdivision tl~ercof; 

20 purchasing, holding and using a seat on any recognized United States stock 

21 exchange; purchasing, selling, dealing in and underwriting obligations of the 

22 United States GOovernment, its agencies and political subdivisions; operating 

23 a title insurance company in conjunction with a real estate mortgage loan 



business; acting zs an agent in selling or underwriting title insurance in  

connection with mortgage loans; acting as a transfer agent for corporate debt 

and equity issues; acting as a travel agent in conjunction with a bank operated 

travel club or incidental to banking; engaging in trust powers; and cjffering 

vault, lock and ATM services to other financial institutions as correspondent 

services, subject to the least restrictive rules, regulations and letter ruling 

terms and conditions permitting national or FDIC insured banks, bank 

subsidiaries or bank holding company subsidiaries to engage in the foregoing 

a c t h i  ties. The foregoing list is not intended to be comprel~ensive. 
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4 "The People's Barlk" 
MEMBER OF THE FEDERAL 
DEPOSIT INSURANCE CORP. 

only locally ownaa Rank -founded 1972 by Jesus S. LbDn Guerraro 

July 24,1996 

The Honorable Francis E. Santos 
Chairman, Committee on Ways & Means 
Twenty-Third Guam Legislature 
Agaiia, Guam 

Dear Senator Santos: 

I am writing to provide testimony on behalf of Bank of Guam regarding Bill 681, which will 
authorize Territorial-chartered banks to engage in all activities allowable to national banks or 
FDIC-insured banks. Bank of Guam views the provisions of this Bill quite favorably, and looks 
forward to its passage into Law. Further, we are grateful that this Legislature has taken it upon 
itself to attend to the legislative needs of Guam's banking sector in modernizing our 
community's banking laws. 

Throughout the history of the our industry, banks have played a key role as intermediary between 
those who have surplus funds and those who have potentially beneficial uses for additional 
funds. In this way, banks have provided fundamental support for economic development and 
advancement. However, because of the powefi influence that banks can have in the 
performance of economies, they are often viewed as a kind of collective resource by the 
communities in which they operate. As a result, the banking industry has been regulated by 
governments for centuries. 

Much of the regulation of banking in the United States derives from the problems which 
developed in the industry early in the 1930s, during the Great Depression. At the time, the 
regulations that were put in place were deemed necessary to control the industry and to protect its 
central role in the support of business growth and a general return to prosperity. Over the past 
thirty years, though, particularly with changes in the technology of the financial industry, banks' 
powers and authority have been expanded and enhanced, first in some areas of operations, then in 
others. Early banking regulations were designed to limit banks' scope of authority, thus limiting 
the types of services that bankers could offer to their customers. However, there has been a 
growing recognition lately that the dispersion of a broad range of financial services across 
multiple segments of the financial industry was not only inconvenient for the general public, but 
also was costly to society as a whole because of the inefficiency with which financial services 
were provided. 



< 

As a result, a trend has developed to allow banks to increasingly become the single source of a 
broad range of financial services, both for convenience and to lower the costs of individual 
services that can be delivered as a part of an integrated package. Communications technology 
and the relatively new ability to instantly analyze the vast array of financial instruments 
simultaneously have allowed banks to expand their services without what used to be the 
corresponding sacrifice of safety and soundness for the individual banking institution. 

The Bill before you would make no radical or unprecedented changes to the banking industry in 
Guam that have not already been successfully carried out in other jurisdictions; indeed, the Bill 
would merely allow the same powers to Guam banks as are already enjoyed in other parts of the 
country. What the Bill will accomplish is a reform of Guam's banking law so that we would be 
expressly allowed to provide innovative, safe and sound financial services that are responsive to 
the needs of all Guam citizens, bringing them world-class services which are not, by law, 
available to them today. It will also bolster banks' ability to compete in Guam and throughout 
the region, strengthening the basic foundation of Guam's banking industry as a provider of the 
funds necessary for the economic development and prosperity of our community. Just as that 
ability to compete has been eroded over the years, largely because of the restrictions that have 
been placed on the industry over the past sixty years, now that ability must be revived so that 
banks can better carry out their role as the leading suppliers of financial services within Guam. 

For these reasons, Bank of Guam is fully in support of Bill 681, and looks forward to its speedy 
passage. 

Thank you for the opportunity to address these issues. Should you have any questions regarding 
this testimony, I will be happy to answer them at you convenience. 

With Best Regards, 

4; 
//' "J ,y.&& 
~ i l l i a &  D. Leon Guerrero 
Executive Vice President 
and Chief Operating Officer 
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GOVERNMENT OF GUAM 

July 24, 1996 

Hon.Francis E. Santos, Chairman 
Committee on Ways and Means 
Twenty-Third Guam Legislature 
Agana, Guam 96910 

RE: Bill No. 681 

Dear Mr. Chairman and Members of the Committee: 

My name is Joseph T. Duenas. I am Director of the Department of Revenue and Taxation and 
the Ex-Officio Banking Commissioner of Guam. We are not prepared to submit our comments 
on Bill 681. We have not have a chance to review Bill 681, and would like to reserve our 

- comments on the bill unti l  we have time to review the bill thoroughly. Only yesterday did we 
discover through reading the Pacific Daily News that Bill 681 is being heard this morning. 

As a regulator for all financial institutions transacting banking activities in Guam, we want to 
assure the depositors and creditors that the banks that they are dealing with are operating in a 
sound and safe manner and they are financially solvent. 

JOSEPH T. DUENAS 
Banking Commissioner 

Post Offwe Box 23607 Guam Main Facility, Guam 96921 - Tel:(671)475-5000 - Fax:(671)472-2643 
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AUG 0 2 1996 
Honorable Francis E. Santos, Chairman 
Committee on Ways and Means 
Twenty-Third Guam Legislature 
Agana, Guam 96910 

RE: Bill No. 681 

Dear Mr. Chairman and Members of the Committee: 

My name is Joseph T. Duenas. I am Director of the Department of Revenue and 
Taxation and the Ex-Officio Banking Commissioner of Guam. Thank you for allowing 
me the opportunity to submit my comments on Bill 681. 

AN ACT TO REPEAL SECTION 30803 OF THE BANKING CODE AND 
TO ADD A NEW PART "E" TO ARTICLE I, TITLE XXXI TO 
AUTHORIZE TERRITORIAL CHARTERED BANK TO ENGAGE IN 
ALL ACTIVITIES ALLOWABLE TO NATIONAL BANKS OR FDIC 
INSURED BANKS. 

Historically the Office of the Comptroller of Currency is responsible for chartering, 
examining, and regulating all national banks. These banks can be easily be recognized 
by the word "national," which must appear somewhere in their legal names. National 
banks exist competitively and side-by-side with the far more numerous state-chartered 
banks, generally offering the same services and operating in the same fundamental way. 
If it gains the necessary approvals, a bank may at any time convert from one type of 
charter to the other. The fact that every commercial bank must be chartered either by 
the federal government or by the banking authorities in its own state has created what is 
known as the dual banking system. 

We support the intent of the legislature to level the playing field between national banks 
and territorial banks by allowing territorial banks and their subsidiaries to provide the 
same services authorized by national banks. We also recognize that technology has 
created a world where restrictions of the past not be needed to the extent exercised today. 
However, the expansion of services need the scrutiny of the Banking Board so the 
community may be assured that good banking principles are maintained and the banking 
community will continue to be financially sound as a result of the changes that take place. 
Bill 681 as drafted, would significantly impair the Banking Commissioner's power of 
regulation. The Bill list all the services that the territorial bank may participate in and 
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then provides that it  would be "subject to the least (emphasis added) restrictive rules, 
regulations and letter ruling terms and conditions permitting national or FDIC insured 
banks subsidiaries or bank holding company subsidiaries to engage in the foregoing 
activities". The final sentence of the Bill acts as a catch all saying that the list of services 
was not intended to be comprehensive. The Bill does not allow the Banking Board or 
Banking Commissioner to consider the requirements of sound financial banking standards 
in deciding whether the requested service should be allowed. If it is allowed in one 
jurisdiction of the United States or if a national bank is allowed to perform the activity, 
then the territorial bank must be allowed the option to provide such activity without 
considering whether such activity would meet sound financial banking standards by the 
Guam Banking Board or the Banking Commissioner or the banking regulators or whether 
the bank would meet the financial soundness requirements of the Office of the 
Comptroller of Currency. The Board and the Banking Commissioner must act in the 
interest of promoting and maintaining a sound banking system (preventing injurious credit 
expansions and contractions), the security of deposits, depositors and other customers, 
and the preservation of the liquid position of banks. Bill 681 as drafted, would 
significantly limit the Board and Banking Commissioner's ability to properly regulate and 
protect the banking industry and the banking consumers, the people of Guam. 

For your consideration, we have attached to this testimony proposed language that would 
allow the territorial banks to expand their services and compete with national banks in 
offering services but would not limit the Board and Banking Commissioner's authority 
to regulate and monitor banks. The proposed changes would allow monitoring in a 
manner that would be consistent in encouraging territorial banks to expand their services 
while protecting the bank and the local banking system and the banking consumers, the 
people of Guam. We are adamant in supporting territorial banks in their quest to expand 
services to their customers, in particular in those areas that national banks now engage. 
However, it is imperative that expansion of services must be done in a manner that 
preserves sound banking standards for Guam's banks. 

Sincerely 

JOSEPH T. DUENAS 
Banking Commissioner 

Attachment 
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TWENTY-THIRD GUAM LEGISLATURE 

1996 (SECOND) Regular Session B - -  
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Introduced by: 

AN ACT TO REPEAL s308030F THE BANKING CODE AND TO 
ADD A NEW PART "E" TO ARTICLE I, TITLE XXXI TO 
AUTHORIZE TERRITORIAL CHARTERED BANK TO ENGAGE 
IN ALL ACTIVITIES ALLOWABLE TO NATIONAL BANKS OR 
FDIC INSURED BANKS. 

BE IT ENACTED BY THE PEOPLE OF THE TERRITORY OF GUAM: 

Section 1. Legislative Intent. It is the intent of the legislature to 

allow territorial banks and their subsidiaries to compete on a par with 

nationcll banks, banks chartered jn the state's of the United States, and bank 

holding conlpanies subject to the most expansive powers allowed by the 

Office of the Comptroller of the Currency, the Federal Deposit Insurance 

Corporation, the Federal Reserve Board or their successors. 

Should Federal or state law, regulation, federal banking agency ruling 

or letter opinion authorize identical or similar powers to banks, the territorial 

bank may choose the least restrictive conditions under which to operate. 

Upon request from the Commissioner, the territorial bank shall provide the 

Commissioner with copies of the law, regulation, ruling, or letter opinion 

upon which it relies. 

Furthermore, jt is the intent of the legislature that this grant of 

authority be interpreted broadly to allow territorial banks and their 



subsidiaries to engage in a wide variety of activities found to be within the 

powers of banking institutions and their subsidiaries or affiliates. 

Section 2. § 30803 is hereby repealed and 530804 through 30811 are 

renumbered accordingly. 

Section 3. A new part "E' is hereby added to Article I, Title XXXI of the 

Banking Code to read: 

ARTICLE I 

Part E. Authorized Banking Practices. 

930400. Bank Activities permitted. A Territorial Bank insured by 

the Federal Deposit Insurance Corporation (FDIC) is authorized to engage 

directly or through a subsidiary jn any banking activity, any activity closely 

related to banking and any nonbank activity to do any act and to own, possess 

and carry as assets, property of the character, including stock, which national 

banks chartered by the United States government and any bank chartered by a 

state of the United States or any subsidiary of a bank holding company 

regulated by the Federal Reserve Board under the Bank Holding Companv 

Act of 1978 may now or hereafter be authorized or permitted by state or 

federal law, regulation or federal banking agency regulatory ruling or letter 

opinion to engage, on the same terms and conditions that would be imposed 

on a national bank, a state chartered insured bank, or a subsidiary of a bank 

holding company engaged in such activity; provided however, that a 

territorial bank will not by this statute be made subject to regulation by, be 



required to report to or be subject to audit by any federal agency by which it is 

not otherwise regulated. 

To the extent authorized or allowed under case law or federal banking 

statutes, regulations or regulatory decisions for any other bank, an insured 

Guam Bank may directly or indirectly engage in or invest in a s~~bsidiary 

which engcxges in broker and dealer activities in securities, insurance 

activities, underwriting, community dt.velopment, real estate, management 

consulting, data processing, investment advisory services, check collection 

and guaranteeing, courier services, foreign exchange services, credit research 

and reporting, futures cclmmissions merchant, consumer financial services 

counseling, real estate appraisals and financing, tax planning and preparation, 

providing bank services to other banks; purchasing, constructing and leasing 

public or municipal buildings; investing in and operating a safe-deposit 

corporation or small business investment company; investing in state or 

territorial housing corporations; acting as a finder for a buyer and seller; 

arranging real estate financing wit11 third parties; investing in and operating 

an advisory and discount brokerage; acting as an agent in the sale or 

placen~ent of federal, state or territorial government securities; acting CIS a n  

agent in the sale of fixed rate nnd variable annuities; arbitrage activities; 

armored car messenger services; operating automated teller machine 

networks; automobile, equipment and personal property leasing; making 

charitable contributions; operating closed or open ended collective 

investtnent funds or mutual funds; collateralizing public deposits received 



from local or the territorial government; issuing underwriting, dealing in, 

purchasing and selling collateralized mortgage obligations; dealing i n  

commodities futures or operating as a commodity pool operator; selling or 

lensing computer hardware or software in conjtmction with data processing 

services or to other financial institutions; operating a credit card bank; 

securitizing credit card receivables; underwriting and selling credit life and 

disctbility insurance for loan customers; collectil-tg debts for third parties 

yartjcipating in debt/equity swaps; offering financial advice and counseling to 

mutual funds; acting as a general contractor for its own real estate; acting as a 

custodian for individual retirement account ftu-tds; acting as n finder for 

insurance companies; leasing bank premises or bank owned real estate; 

issuing clean letters of credit; establislii~ig and operating loan production 

offices; messenger services; mortgage servicing; operating a postal substation 

on its premises; privately placing asset backed securities, mortgage related 

products, debt and equity securities, limited partnership interests in real estate 

and investment securities; offering security and guard services and security 

nionitoring services; purchasing, selling, underwriting, dealing in and 

holding Small Business Adininistration guaranteed pool certificates and 

general obligations of any state, territory or political subdivision thereof; 

purchasing, holding and using seat on any recognized United States stock 

exchange; purchasjng, selling, dealing in and underwriting obligations of the 

United States GOoverl~mcnt, its agencies and political subdivisions; operating 

a title insurance company in conjunction with a real estate mortgage loan 



business; acting as an agent in selling or underwriting title insurance in  

connection with mortgage loans; acting as a transfer agent for corporate debt 

and equity issues; acting as a travel agent in conjunction with a bank operated 

travel club or incidental to banking; engaging in trust powers; and offering 

vault, lock and ATM services to other financial institutions as correspondent 

services, subject to the least restrictive rules, regulations and letter ruling 

terms and conditions permitting national or FDIC insured banks, bank 

subsidiaries or bank holding company subsidiaries to engage in the foregoing 

activities. The foregoing list is not intended to be comprehensive. 


