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$300,000,000
Hawaiian Electric Industries, Inc.
Medium-Term Notes, Series D
Due from 9 Months to 30 Years from Date of Issue
Hawaiian Electric Industries, Inc., or HEI, may offer from time to time
up to $300,000,000 aggregate principal amount of its Medium-Term Notes, Series
D, which we refer to in this prospectus as the "Notes". Each Note will be

denominated in U.S. dollars and will include the following terms, unless
different terms are described in the applicable pricing supplement:

A stated maturity date from 9 months to 30 years . Interest at fixed or floating rates, or n
from date of issue all. The floating interest rate may be bas
Interest payments on fixed rate Notes on each or more of the following indices plus or
February 10 and August 10 spread and/or multiplied by a spread multi

Interest payments on floating rate Notes on a . CD rate
monthly, quarterly, semiannual or annual basis . Commercial paper rate
Minimum denominations of $1,000 and integral . Federal funds rate
multiples of $1,000 . LIBOR
Redemption and/or repayment provisions, whether . Prime rate
mandatory, at HEI's option, at the option of the . Treasury rate
holders or none at all . Such other interest basis or interest
Book-entry (through The Depository Trust Company) formula as may be specified in the
or certificated form applicable pricing supplement

HEI will specify final terms for each Note in the applicable pricing
supplement, which may be different from the terms described in this prospectus.

Neither the Securities and Exchange Commission nor any state securities
commission has approved or disapproved of these securities or determined if
this prospectus or any pricing supplement is truthful or complete. Any
representation to the contrary is a criminal offense.

See "Risk Factors" beginning on page 1 for a discussion of certain
factors you should consider before investing in the Notes.

HEI may sell the Notes to the Agents as principals for resale at varying
or fixed offering prices or through the Agents as agents using their reasonable
best efforts on HEI's behalf. Unless otherwise specified in the applicable
pricing supplement, the price to the public for the Notes will be 100% of the
principal amount. If HEI sells all of the Notes, HEI expects to receive
proceeds of between $297,750,000 and $299,625,000 after paying the Agents'
discounts and commissions of between $375,000 and $2,250,000 and before
deducting expenses payable by HEI. HEI may also sell the Notes without the
assistance of the Agents (whether acting as principal or as agent).
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RISK FACTORS

You should carefully consider the risk factors described below, as well
as the other information contained or incorporated by reference in this
prospectus, before purchasing Notes.

Holding Company and Company-Wide Risks

HEI is a holding company that derives substantially all of its income from its
operating subsidiaries and depends on the ability of those subsidiaries to pay
dividends or make other distributions to HEI and on its own ability to raise
capital

HEI is a legal entity separate and distinct from its various
subsidiaries. As a holding company with no significant operations of its own,
HEI's cash flows and consequent ability to service its obligations, including
the Notes, are dependent upon its receipt of dividends or other distributions
from its operating subsidiaries and its ability to issue common stock or other
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equity securities and to incur additional debt. The ability of HEI's
subsidiaries to pay dividends or make other distributions to HEI is, in turn,
subject to the risks associated with those subsidiaries and their operations.

The ability of certain of HEI's subsidiaries to pay dividends or make
other distributions to HEI is subject to contractual and regulatory
restrictions, including:

the provisions of an HEI agreement with the Hawaii Public Utilities

Commission, or PUC, which could limit the ability of HEI's principal
electric public utility subsidiary (Hawaiian Electric Company, Inc.,
or HECO) to pay dividends to HEI;

the provisions of an HEI agreement entered into with federal bank
regulators in connection with its acquisition of its bank subsidiary,
American Savings Bank, F.S.B., or ASB, which require HEI to
contribute additional capital to ASB (up to a maximum amount at June
30, 2002 of an additional $28.3 million) in order to maintain ASB's
regulatory capital at a level of at least 6% of ASB's total
liabilities, or at such greater amount as may be required from time
to time by regulation;

the minimum capital and capital distribution regulations of the
Office of Thrift Supervision, or OTS, that are applicable to ASB; and

the provisions of preferred stock resolutions and debt instruments of
HEI's subsidiaries.

HEI is subject to risks associated with the Hawaii economy, volatile U.S.
capital markets and changes in the interest rate environment that could result
in declines in electric utility kilowatthour sales, higher delinquencies in
ASB's loan portfolio or restrictions on the ability of HEI or its subsidiaries
to borrow money

Because the core businesses of HEI's subsidiaries are providing local
electric public utility services (through HECO and its subsidiaries) and
banking services (through ASB and its subsidiaries) in Hawaii, HEI's operating
results are significantly influenced by Hawaii's economy, which in turn is
influenced by economic conditions in the mainland U.S. (particularly
California) and Asia (particularly Japan) as a result of the impact of those
conditions on tourism, which comprises approximately 25% of Hawaii's economy.

A decline in the Hawaii economy, or the U.S. or Asian economies, could
lead to a decline in the kilowatthour sales and an increase in uncollected
billings of HECO and its subsidiaries, higher delinquencies in ASB's loan
portfolio and other adverse effects on HEI's businesses.

Changes in the U.S. capital markets can also have significant effects on
HEI. For example:

Volatility in U.S. capital markets or higher delinquencies in the
assets underlying the $2.8 billion of mortgage/asset-backed
securities held by ASB or the $12.4 million of income notes held by
HEI as of June 30, 2002 may significantly decrease their fair wvalues
with resulting reductions in HEI's net income in future periods.

HEI's pension income or expense is affected by the market performance
of the assets in the master pension trust maintained for the pension
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plans for employees of HEI and its subsidiaries, and by the discount
rate used to determine the service and interest cost components of
HEI's net periodic pension cost (returns).

After the September 11, 2001 terrorist attacks on the U.S., the ongoing
war on terrorism by the U.S. and the recent bankruptcies or reported financial
difficulties of several major U.S. companies, conditions in the financial
markets have become increasingly volatile and uncertain, even for financially
healthy companies. These events and related future events could constrain the
availability of capital to HEI's electric utility subsidiaries, which are
capital intensive. HEI periodically issues common stock and long-term debt to
meet its financing requirements (including the refinancing of short-term and
long-term debt as it becomes due). If the ability of HEI and its subsidiaries
to access capital becomes significantly constrained, HEI's interest costs could
increase substantially and, under extreme circumstances, HEI could default on
its debt obligations, including the Notes.

If Standard & Poor's or Moody's Investors Service were to downgrade HEI's
or HECO's long-term debt ratings, their ability to borrow (including through
HEI's sale of Notes) could be constrained and their future borrowing costs
would likely increase with resulting reductions in HEI's net income in future
periods. Further, if HEI's or HECO's ratings were to be downgraded, HEI and
HECO might not be able to sell commercial paper or Notes under current market
conditions and might be required to draw on more expensive bank lines of credit
or to defer capital or other expenditures.

Because the earnings of ASB depend primarily on net interest income,
interest rate risk is a significant risk of ASB's operations. HEI and its
electric utility subsidiaries are also exposed to interest rate risk primarily
due to their periodic borrowing requirements. Interest rates are sensitive to
many factors, including general economic conditions and the policies of
government and regulatory authorities. HEI cannot predict future changes in
interest rates, nor be certain that interest rate risk management strategies it
or its subsidiaries have implemented will be successful in managing interest
rate risk.

HEI is subject to the risks associated with the geographic concentration of its
businesses that could result in service interruptions at the electric utility
subsidiaries or higher default rates on real estate loans and
mortgage/asset-backed securities held by ASB

The business of HECO and its electric utility subsidiaries is
concentrated on the individual islands they serve in the State of Hawaii. The
operations of HEI's electric utility subsidiaries are more vulnerable to
service interruptions than are many U.S. mainland utilities because none of the
systems of HECO and its subsidiaries are interconnected.

Certain geographic regions of the U.S. may from time to time experience
natural disasters or weaker regional economic conditions and housing markets
and, consequently, may experience higher rates of loss and delinquency on
mortgage loans. Substantially all of the real estate underlying ASB's
residential and commercial real estate loans is located in Hawaii, and a
substantial portion of the real estate underlying the private-issue
mortgage/asset-backed securities currently owned by ASB is located in
California. These assets may be subject to a greater risk of default than other
comparable assets held by financial institutions with other geographic
concentrations in the event of adverse economic, political or business
developments or natural hazards that may affect Hawaii and California and the
ability of property owners in these regions to make payments of principal and
interest on the underlying mortgages.

Increasing competition and technological advances could cause HEI's businesses



Edgar Filing: HAWAIIAN ELECTRIC INDUSTRIES INC - Form 424B5

to lose customers or render their operations obsolete

The banking industry in Hawaii, and certain aspects of the electric
utility industry, are competitive. The success of HEI's subsidiaries in meeting
competition will continue to have a direct impact on HEI's financial
performance. For example:

ASB, which is the third largest financial institution in the state,
is in direct competition for deposits and loans not only with two
larger institutions that have substantial capital, technology and
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marketing resources, but also with smaller Hawaii institutions and
other U.S. institutions, including credit unions, mutual funds,
mortgage brokers, finance companies and investment banking firms.
Larger financial institutions may have greater access to capital at
lower costs, which could impair ASB's ability to compete effectively.

The generation sector of the electric utility industry is becoming
increasingly competitive in Hawaii. Independent power producers,
including alternate energy providers, and customer self-generation,
with or without cogeneration, continue to be competitive factors. In
January 2000, the PUC submitted to the Hawaii Legislature a status
report on its investigation of competition, which stated that the PUC
plans to proceed with an examination of the feasibility of
competitive bidding and to review specific policies to encourage
renewable energy resources in the power generation mix. HEI is unable
to predict the ultimate outcome of the investigation and which (if
any) of the proposals advanced by participants in the investigation
will be implemented.

In addition, new technological developments, such as the commercial
development of fuel cells or distributed generation, or significant advances in
Internet banking, may render the operations of HEI's subsidiaries less
competitive or obsolete.

HEI may be subject to additional liabilities related to its discontinued
operations and asset dispositions

HEI has discontinued or sold its international power, maritime freight
transportation and real estate operations in recent years, and is completing
its exit from the international power business. Problems may be encountered or
additional unrecorded liabilities may arise in the exit from these operations,
such as i1if claims are asserted under indemnities provided in connection with
prior dispositions of operations. The amounts that may ultimately be realized
from the exit from the international power operations could differ
significantly from recorded amounts. This could occur, for example, if HEI's
one remaining investment in the Philippines is disposed of for less than $7.0
million or if the Internal Revenue Service does not accept HEI's treatment of
the write-off of its indirect investment in East Asia Power Corporation as an
ordinary loss for federal corporate income tax purposes. In addition, further
losses from the discontinued international power operations may be incurred
during the phase-out period if the expenses that are incurred in seeking
recovery of costs with respect to the approximate $24 million investment
previously written off in connection with the international power group's China
joint venture exceed the total of any recovery ultimately achieved and the
amount provided for in HEI's reserve for discontinued operations. The
occurrence of any of these events could result in additional expenses and
write-offs with resulting reductions in HEI's net income in future periods.
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HEI's businesses could suffer losses that are uninsured due to a lack of
insurance coverage or limitations on the insurance coverage HEI does have

In the ordinary course of business, HEI and its subsidiaries purchase
insurance coverages (e.g., property and liability coverages) to protect against
loss of or damage to their properties and against claims made by third-parties
and employees for property damage or personal injuries. However, the protection
provided by such insurance is limited in significant respects and, in some
instances, there is no coverage. Certain of the insurance has substantial
deductibles or has limits on the maximum amounts that may be recovered. For
example:

The electric utilities' overhead and underground transmission and
distribution systems (with the exception of substation buildings and
contents) have an estimated replacement cost of approximately $2
billion and are not insured against loss or damage because the amount
of transmission and distribution system insurance available is
limited and the premiums are cost prohibitive. Similarly, the
electric utilities have no business interruption insurance as the
premiums for such insurance would be cost prohibitive, particularly
since the utilities are not interconnected to other systems. If a
hurricane or other uninsured catastrophic natural disaster should
occur, and the PUC does not allow the affected electric utility to
recover from ratepayers restoration costs and revenues lost from
business interruption, the lost revenues and repair expenses could
result in a significant decrease in HEI's net income or in
significant net losses for the affected periods.
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ASB generally does not obtain credit enhancements such as mortgagor
bankruptcy insurance or special hazard insurance for its loans, other
than standard hazard insurance. Accordingly, for loans for which no
third-party insurance is obtained, ASB will be subject to the risks
of borrower defaults and bankruptcies and special hazard losses, such
as losses from hurricanes, earthquakes or floods.

Events like the September 11, 2001 terrorist attacks have resulted
generally in a decreased availability of insurance and higher deductibles,
higher premiums and more restrictive policy terms.

Increased federal and state environmental regulation will require an increasing
commitment of resources and funds and could result in construction delays or
penalties and fines for non-compliance

HEI and its subsidiaries are subject to federal and state environmental
laws and regulations relating to air quality, water quality, waste management,
natural resources and health safety, which regulate the operation of existing
facilities, the construction and operation of new facilities and the proper
cleanup and disposal of hazardous waste and toxic substances. Compliance with
these legal requirements requires HECO and its subsidiaries to commit
significant resources and funds toward environmental monitoring, installation
of pollution control equipment and payment of emission fees. These laws and
regulations, among other things, require that certain environmental permits be
obtained in order to construct or operate certain facilities, and obtaining
such permits can entail significant expense and cause substantial construction
delays. Also, these laws and regulations may be amended from time to time,
including amendments that increase the burden and expense of compliance. For
example, emission and/or discharge limits may be tightened, more extensive
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permitting requirements may be imposed and additional substances may become
regulated.

If HEI or its subsidiaries fail to comply with environmental laws and
regulations, even if caused by factors beyond their control, that failure may
result in civil or criminal penalties and fines. For example:

HECO is a named party in the Honolulu Harbor environmental
investigation, which is an ongoing investigation to determine the
nature and extent of actual or potential releases of hazardous
substances, o0il, pollutants or contaminants at or near Honolulu
Harbor. In addition, an HEI subsidiary and a former HEI subsidiary
operated tug and barge businesses and are named parties in the
Honolulu Harbor investigation. In connection with the 1999 sale of
the former subsidiary, HEI agreed to indemnify the purchaser for
specified costs attributed to that former subsidiary related to the
Honolulu Harbor environmental investigation.

If ASB is forced to foreclose on a defaulted mortgage loan,
conditions with the underlying real property may cause ASB to be
subject to environmental liabilities exceeding the value of the
property.

Adverse tax rulings could result in significant increases in tax payments by
HEI and a resulting reduction in HEI's net income in future periods

Governmental taxing authorities could challenge a tax return position
taken by HEI or its subsidiaries and, if the taxing authorities prevail, HEI's
tax payments, including applicable penalties and interest, could increase
significantly. For example, adverse tax consequences would result if:

ASB Realty Corporation, a subsidiary of ASB, failed to qualify as a
REIT, which would result in it becoming subject to significant income
tax liabilities because the dividends paid to ASB of substantially
all of ASB Realty Corporation's income since its inception would not
be deductible; or

ASB does not prevail in its position, for State of Hawaii tax
purposes, that it is entitled to a dividends received deduction on
dividends paid to it by ASB Realty Corporation, which deduction has
reduced recorded Hawaii bank franchise taxes, net of federal income
taxes, by approximately $12.3 million for the period 1998 through
2001.

HEI could be subject to the risk of uninsured losses in excess of its accruals
for litigation matters

Certain of HEI's subsidiaries are involved in routine litigation in the
ordinary course of their businesses, most of which is covered by insurance
(subject to policy limits and deductibles). However, other litigation may arise
that is not routine or involves claims that may not be covered by insurance.
For example:

HECO and HEI are defendants in a suit, brought as a purported qui tam
and class action, which claims that the State of Hawaii and HECO's
other customers have been overcharged for electricity as a result of
allegedly excessive prices charged under a power purchase agreement
between defendants HECO and AES Hawaii, Inc. The complaint asserts
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that HECO's payments to AES Hawaii, Inc. for power have been
"excessive" by over $1 billion since September 1992, and that
approval of the power purchase agreement by the PUC in 1989 was
wrongfully obtained through alleged misrepresentations or material
omissions by the defendants of the estimated future costs under the
power purchase agreement compared to the costs that would have been
incurred had HECO-owned units been constructed instead.

ASB has filed a lawsuit against the broker through whom three issues
of trust certificates were purchased to require the broker to buy
them back from ASB and to seek recovery of any losses ASB may incur
as a result of its purchase of the trust certificates. The trust
certificates had been found by the Office of Thrift Supervision, or
OTS, to be impermissible investments for ASB. In 2002, the broker
filed a counterclaim alleging misrepresentation and fraud by ASB.

Because of the uncertainties associated with litigation, there is a risk
that litigation against HEI and its subsidiaries, even if vigorously defended,
could result in costs of defense and judgment or settlement amounts not covered
by insurance and in excess of reserves established in HEI's financial
statements.

Changes in accounting principles and estimates could affect the reported
amounts of HEI's assets and liabilities or revenues and expenses

HEI's consolidated financial statements are prepared in accordance with
accounting principles generally accepted in the United States of America.
Changes in these principles from time to time could materially affect HEI's
results of operations. Further, in preparing the consolidated financial
statements, management is required to make estimates and assumptions that
affect the reported amounts of assets and liabilities, the disclosure of
contingent assets and liabilities and the reported amounts of revenues and
expenses. Actual results could differ significantly from those estimates.
Material estimates that are particularly susceptible to significant change
include the amounts reported for investment securities, allowance for loan
losses, regulatory assets, pension and other post-retirement benefit
obligations, reserves for discontinued operations, current and deferred taxes,
contingencies and litigation.

HECO and its subsidiaries' financial statements reflect assets and costs
based on cost-based rate-making regulations. Continued accounting in this
manner requires that certain criteria relating to the recoverability of such
costs through rates be met. If events or circumstances should change so that
the criteria are no longer satisfied, the regulatory assets of the electric
utilities (amounting to $108.2 million as of June 30, 2002) may need to be
charged to expense.

Holders of the Notes are subject to the risks associated with other HEI
indebtedness, including the risk of cross-default

The Notes will be unsecured obligations of HEI and will rank equally with
all other unsecured and unsubordinated indebtedness of HEI, including other
debt securities issued under the Indenture. As of June 30, 2002, the amount of
HEI's total unsecured and unsubordinated indebtedness with which the Notes
would have ranked equally was $401 million, all of which consisted of other
series of notes issued under the Indenture.

Under the Indenture, a failure by HEI to pay when due (after the
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expiration of any applicable grace period) any portion of the principal due on
indebtedness in excess of $5,000,000, or an acceleration of such indebtedness
upon another event of default, could constitute a cross-default and permit the
holders of the Notes and all other series of debt securities outstanding under
the Indenture to accelerate the maturity of the debt. HEI cannot be certain
that it will have sufficient working capital or access to external sources of
financing to satisfy in full and without delay its existing and future debt
obligations, including the Notes, in the event of an acceleration of other
indebtedness ranking equally with the Notes.

ELECTRIC UTILITY RISKS

HEI's electric utility operations are significantly influenced by weather
conditions

HECO and its subsidiaries' results of operations can be affected by
changes in the weather. Weather conditions directly influence the demand for
electricity. In addition, severe weather can be destructive, causing outages,
property damage and requiring HECO and its subsidiaries to incur additional
expenses.

HEI's electric utility operations depend heavily on third party suppliers of
fuel oil and purchased power

The electric utilities rely on fuel oil suppliers and shippers and
independent power producers to deliver fuel oil and power, respectively, in
accordance with contractual agreements. Approximately 75% of the net energy
expected to be generated or purchased by HECO and its subsidiaries in 2002 will
be generated from the burning of o0il, and purchases of power by HECO and its
subsidiaries provided about 39% of their total net energy generated and
purchased in 2001. Failure or delay by oil suppliers and shippers to provide
fuel pursuant to existing contracts, or failure by a major independent power
producer to deliver the firm capacity anticipated in its power purchase
agreement, could disrupt the ability of the electric utilities to deliver
electricity and require them to incur additional expenses to meet the needs of
their customers. In addition, as these contractual agreements end, the electric
utilities may not be able to purchase fuel and power on terms equivalent to the
current contractual agreements.

Actions of the PUC are largely outside the control of HECO and its subsidiaries
and could result in rate reductions or unanticipated delay or expense in
connection with the construction of new projects

The rates that HECO and its subsidiaries are allowed to charge for its
services are one of the most important items influencing HEI's financial
position, results of operations and liquidity. The PUC has broad discretion
over the rates that the electric utilities charge their customers. Any adverse
decision by the PUC concerning the level or method of determining electric
utility rates, the authorized returns on equity or other regulatory matters, or
any prolonged delay in rendering a decision in a rate or other proceeding,
could have a material adverse effect on HEI's financial condition, results of
operations and liquidity. After not initiating a rate case for several years,
HECO committed to the PUC in 2001 that it would commence a rate case within the
following three years.

Many public utility projects require PUC approval and various permits
(e.g., environmental and land use permits) from other governmental agencies.
Difficulties in obtaining, or the inability to obtain, the necessary approvals
or permits, any adverse decision or policy made or adopted, or any prolonged
delay in rendering a decision by an agency can result in significantly
increased project costs or even cancellation of projects. If a project does not
proceed, or if the PUC disallows cost recovery for the project, the project
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costs may need to be written off in amounts that could result in significant
reductions in HEI's net income. Two major capital improvement projects have
encountered substantial opposition. The Keahole power plant project, which has
been seriously delayed, involves plans of Hawaii Electric Light Company, Inc.,
or HELCO, to install combustion turbines and a heat steam recovery generator,
then to convert the units to a dual-train combined cycle unit at its Keahole
plant on the island of Hawaii. The Kamoku-Pukele transmission line project
involves HECO's plans to construct a transmission line from its Kamoku
substation to Pukele substation on the island of Oahu. As of

June 30, 2002, HELCO's costs incurred in its efforts to put the combustion
turbines into service and to support existing units amounted to approximately
$75 million and HECO's accumulated costs related to the transmission line
project amounted to approximately $16 million.

HECO's electric generating facilities are subject to operational risks that
could result in unscheduled plant outages, unanticipated operation and
maintenance expenses and increased power purchase costs

Operation of electric generating facilities involves certain risks which
can adversely affect energy output and efficiency levels. Included among these
risks are increased prices for fuel and fuel transportation as existing
contracts expire (particularly if the PUC were to no longer permit the electric
utilities to pass such price increases through to customers through their
energy cost adjustment clauses), facility shutdowns due to a breakdown or
failure of equipment or processes or interruptions in fuel supply, labor
disputes, inability to comply with regulatory or permit requirements,
disruptions in delivery of electricity, operator error and catastrophic events
such as fires, explosions, floods or other similar occurrences affecting the
electric generating facilities of HEI's subsidiaries.

HEI's electric utilities may be adversely affected by new legislation

Congress and the Hawaii Legislature periodically consider legislation
that could have positive or negative effects on HEI's electric utilities and
their customers. For example, Congress is still considering an energy plan that
could increase the domestic supply of o0il as well as increase support for
energy conservation programs and mandate the use of renewables by utilities.
The 2002 Hawaii Legislature considered measures that would undertake a
comprehensive audit of the state's electric utility regulatory policies, energy
policies and support for reducing Hawaii's dependence on imported petroleum for
electrical generation. HEI cannot predict the likelihood that such measures
will be enacted into law or their potential effect on the electric utilities.

BANK RISKS

Fluctuations in interest rates could result in lower net interest income,
impair ASB's ability to originate new loans or impair the ability of ASB's
floating-rate borrowers to make increased payments

Interest rate risk is a significant risk of ASB's operations. ASB's net
interest income consists primarily of interest income received on fixed-rate
and adjustable-rate loans, mortgage/asset-backed securities and investments and
interest expense consisting primarily of interest paid on deposits and
borrowings. Although the Bank pursues an asset-liability management strategy
designed to control its risk from changes in market interest rates, interest
rate risk arises when an interest-earning asset matures or when its interest
rate changes in a time frame different from that of the supporting
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interest-bearing liability. Changes in market interest rates, including changes
in the relationship between short-term and long-term market interest rates or
between different interest rate indices, can impact ASB's interest rate spread,
that is, the difference between the interest rates it charges on
interest-earning assets, such as loans, and the interest rates it pays on
interest-bearing liabilities, such as deposits. Unfavorable movements in
interest rates could result in lower net interest income.

Significant increases in market interest rates, or the perception that an
increase may occur, could adversely affect ASB's ability to originate new
loans, attract low-costing core deposits and grow. An increase in market
interest rates could also adversely affect the ability of ASB's floating-rate
borrowers to meet their higher payment obligations. If this occurred, it could
cause an increase in nonperforming assets and charge-offs. Conversely, a
decrease in interest rates could result in an acceleration in the prepayment of
loans and mortgage/asset-backed securities and impact the Bank's ability to
reinvest its liquidity in similar yielding assets.

ASB's operations are affected by many disparate factors beyond its control that
could result in lower net interest income or decreased demand for its products
and services

ASB's results of operations depend primarily on the level of net interest
income generated by ASB's interest-earning assets and interest-bearing
liabilities and the supply of and demand for its products and services

(i.e., loans and deposits). ASB's net income may also be adversely affected by
various other factors, many of which are beyond the control of ASB, such as:

local and other economic and political conditions that could result
in declines in employment and real estate values, which in turn could
adversely affect the ability of borrowers to make mortgage payments
and the ability of ASB to recover the full amounts owing to it under
defaulted loans;

the ability of borrowers to obtain insurance and the ability of ASB
to place insurance where borrowers fail to do so, particularly in the
event of catastrophic damage to collateral securing loans made by
ASB; and

increases in operating costs, due to inflation and other factors,
that exceed increases in ASB's net interest income.

Banking and related regulations could result in significant restrictions being
imposed on ASB's business

ASB is subject to examination and comprehensive regulation by the
Department of Treasury, the OTS and the Federal Deposit Insurance Corporation,
and is subject to reserve requirements established by the Board of Governors of
the Federal Reserve System. By reason of the regulation of its subsidiary, ASB
Realty Corporation, ASB is also subject to regulation by the Hawaii
Commissioner of Financial Institutions. Regulation by these agencies focuses
mostly on the adequacy of ASB's capital, maintaining ASB's status as a
"qualified thrift lender", or a QTL, and the results of periodic "safety and
soundness" examinations conducted by the OTS. Because ASB and ASB Realty
Corporation are indirect subsidiaries of HEI, federal and State of Hawaii
regulatory authorities have the right to examine HEI and its respective
activities.
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Under certain circumstances, including any determination that ASB's
relationship with HEI results in an unsafe and unsound banking practice, these
regulatory authorities have the authority to restrict the ability of ASB to
transfer assets and to make distributions to its stockholders (including
payment of dividends to HEI), or they could seek to require HEI to sever its
relationship with or divest its ownership of ASB. Payment by ASB of dividends
to HEI may also be restricted by the OTS under its prompt corrective action
regulations or its capital distribution regulations if ASB's capital position
deteriorates. In order to maintain its status as a QTL, ASB is required to
maintain at least 65% of its assets in "qualified thrift investments," which
include housing-related loans as well as certain small business loans,
education loans, loans made through credit card accounts and a basket (not
exceeding 20% of total assets) of other consumer loans and other assets.
Savings associations that fail to maintain QTL status are subject to various
penalties, including limitations on their activities. In ASB's case, the
activities of HEI and HEI's other subsidiaries would also be subject to
restrictions, and a failure or inability to comply with those restrictions
could effectively result in the required divestiture of ASB.

ASB's strategy to expand its business and commercial lending activities may
result in greater credit risk than residential lending activities due to the
unique characteristics of these markets

While business and commercial lending are a small part of ASB's loan
portfolio, ASB has a strategy to expand these lines of business. These types of
loans generally present greater credit risks than traditional residential
mortgages.

Generally, both business and commercial real estate loans have shorter
terms to maturity and earn higher rates than residential mortgage loans. Only
the assets of the business typically secure business loans. In such cases, upon
default, any collateral repossessed may not be sufficient to repay the
outstanding loan balance. In addition, loan collections are dependent on the
borrower's continuing financial stability and, thus, are more likely to be
affected by current economic conditions and adverse business developments.

Commercial real estate properties tend to be unique and are more
difficult to value than residential real estate properties. Commercial real
estate loans may not be fully amortizing, meaning that they may have a

significant principal balance or "balloon" payment due at maturity. In
addition, commercial real estate properties, particularly industrial and
warehouse properties, are generally subject to relatively greater environmental
risks than noncommercial properties and to the corresponding burdens and costs
of compliance with environmental laws and regulations. Also, there may be costs
and delays involved in enforcing rights of a property owner against tenants in
default under the terms of leases with respect to commercial properties. For
example, tenants may seek the protection of bankruptcy laws, which could result
in termination of such tenant's lease.

In addition to the inherent risk in business and commercial real estate
lending described above, the expansion of these new lines of business present
execution risks including the ability of ASB to attract personnel experienced
in underwriting such loans and the ability of ASB to appropriately evaluate
credit risk associated with such loans in determining the adequacy of the
allowance for loan losses.
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9

SELECTED CONSOLIDATED FINANCIAL INFORMATION

(In thousands,

except per share amounts)

The following selected consolidated financial information of HEI for the
2001, 2000 and 1999 has been derived from the
consolidated financial statements of HEI and the notes thereto, which

years ended December 31,

consolidated financial statements have been audited by KPMG LLP,

accountants, and are incorporated by reference in this prospectus. The
following selected consolidated financial information of HEI for the six months
ended June 30, 2002 and 2001 has been derived from the unaudited consolidated

financial statements of HEI and the notes thereto incorporated by reference in
this prospectus. In the opinion of HEI's management,
statements of HEI include all adjustments necessary for a fair presentation of

the results for such periods.

independent

the unaudited financial

The selected consolidated financial information
for all periods presented has been adjusted and restated to reflect the

operations and assets of the international power segment as a discontinued

operation. The financial

information under "Transitional disclosures"

shows the

adjustments necessary to make the financial information for all periods prior
to January 1, 2002 comparable to all 2002 periods by reason of the change in

accounting treatment of goodwill that became effective on January 1,

2002. The

results of operations for any interim periods are not necessarily indicative of

the results for the entire year,

necessarily indicative of results for future years.

consolidated financial information of HET,

of HEI in this prospectus
read in conjunction with,

about HEI included elsewhere in this prospectus and in the incorporated

documents.

Income statement data
Revenues...............
Operating income.......
Net income (loss)......

Continuing operations.

and the results for an entire year are not

The following selected

and the other financial information

, are qualified in their entirety by, and should be

the financial statements and the other information

Discontinued operations (1) ......iiiiiiinmnnen.n..

Basic earnings (loss) per
Continuing operations..
Discontinued operations

share

Diluted earnings (loss) per share

Continuing operations..
Discontinued operations

Six months ended
June 30,

$786,438 $860,676

Years ended December

$1,727,277

$1,732,311

133,354 129,634 256,173 257,533
57,903 53,876 107,746 109,336
- (543) (24,041) (63,592)

$ 57,903 $ 53,333 $ 83,705 $ 45,744
$ 1.61 $ 1.62 $ 3.19 8 3.36
- (0.02) (0.71) (1.95)

$ 1.61 S 1.60 $ 2.48 S 1.41
$ 1.60 $ 1.61 8 3.18 8 3.35
- (0.02) (0.71) (1.95)

$ 1.60 $ 1.59 $ 2.47 S 1.40

$

$

$

$
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Dividends per common Share.........oeeeeeeneenneneeens $ 1.24 $ 1.24 $ 2.48 $ 2.48
Weighted-average number of common shares outstanding 36,005 33,321 33,754 32,545
Adjusted weighted-average s