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A Bill for an Act Relating to the Transfer or Pledge of Certificates or
Instruments Evidencing Shares of Stock or Rights to Purchase or
Subscribe to Shares of Stock Within a Central Depository System.

Be it Enacted by the Legislature of the State of Hawaii:

SECTION 1. Chapter 172 of the Revised Laws of Hawaii 1955,
as amended, is hereby amended by adding thereto a new part to be
numbered by the revisor of statutes, and to read as follows:

“PART . TRANSFER OR PLEDGE WITHIN A
CENTRAL DEPOSITORY SYSTEM.
Sec. 172- . Definitions. For the purposes of this part:

(a) “Clearing corporation’” means a corporation, all of the capital
stock of which is held by or for a national securities exchange regis-
tered under the Securities Exchange Act of 1934, as amended.

(b) “Custodian” means any bank or trust company which is sup-
ervised and examined by state or federal authority having supervision
over banks or trust companies and which is acting as custodian for a
clearing corporation.

Sec. 172- . Transfer. Notwithstanding the provisions of
part IV of this chapter or any other applicable law, if a certificate or
instrument evidencing shares of stock, or rights to purchase or sub-
scribe to shares of stock, is in the custody of a clearing corporation
or of a custodian subject to the instructions of a clearing corporation,
title to any such certificate or instrument or to any interest therein
and to the shares or rights evidenced by such certificate, instrument
or interest may be transferred by the making of entries on the books
of the clearing corporation reducing the account of the transferor by
the number of shares or rights transferred and increasing the account
of the transferee by such number of shares or rights. A transfer of
title so made shall for all purposes have the same effect as if the
transferor had delivered to the transferee a certificate or instrument
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evidencing the shares or rights transferred, duly indorsed in blank.

Sec. 172- . Pledge. A valid pledge may be made of any
such certificate or instrument or of any interest therein and of the
shares or rights evidenced by such certificate, instrument or interest
by:

(a) The giving by the pledgor to the clearing corporation of
notice of the pledge and of instructions that, until receipt by the
clearing corporation of notice to the contrary from the pledgee, such
certificate, instrument or interest therein and the shares or rights
evidenced by such certificate, instrument or interest, shall be held by
the clearing corporation, either directly or through the custodian,
for the account of the pledgee; and

(b) The making of entries on the books of the clearing corpora-
tion reducing the account of the pledgor by the number of shares or
rights pledged and increasing the account of the pledgee by such
number of shares or rights. A pledge so made shall for all purposes
be as valid and effective as one made by transfer of actual possession
of a certificate or instrument evidencing the shares or rights pledged
from the pledgor to the pledgee.

Sec. 172- . Part applies notwithstanding charter, article or
by-law provision. The provisions of this part shall be applicable al-
though the charter or articles of association or articles of incorpora-
tion or by-laws of the corporation, any shares or rights of which are
transferred or pledged as herein provided, and any certificate or in-
strument evidencing such shares or rights, in whole or in part, pro-
vide that such shares or rights shall be transferable only on the books
of the corporation or shall be registered by a registrar or transferred
by a transfer agent.”

SECTION 2. All laws or parts of laws heretofore enacted which
are in conflict with the provisions of this Act are hereby amended to
conform herewith.

SECTION 3. This Act shall take effect upon its approval and

shall remain effective until December 31, 1966.
(Approved May 5, 1965.) S.B. 596.
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