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Two New Companies Join the WBA As Associate Members......

NYLEX Benefits John M. Floyd & Associates
Peter Dinardi, CFO 125 N. Burnet Drive

281 Tresser Blvd., Suite 1110 Baytown, Texas 77520

Stanford, CT 06901 1-800-809-2308

1-203-353-5800 1-281-424-8864 FAX
1-203-353-5844 FAX Contact: Michelle Fox

Contact: Peter Dinardi, CFO Email: Michelle.Fox@JMFA.com
Email:peterdinardi@nylexbenefits.com www.JMFA.com

www.nylexbenefits.com

SBA Reactivates Recovery Loan Queues for 7(a) and 504 Recovery Act

As a result of increased lending activity since the American Recovery and Reinvestment Act (ARRA) and in anticipation
of the end of the current ARRA funding, the U.S. Small Business Administration (SBA) has reactivated loan queues for
7(a) and 504 loans. Eligible 7(a) loan applications in the Recovery Loan Queue that receive an SBA loan number by May
31 will be qualified for fee relief and an increased guaranty percentage.

Applications submitted as new ARRA loans up to May 31 will be processed up to the point of approval then placed in the
queue for ARRA funding. Any loans in the Recovery Loan Queue funded by the SBA after May 31 will only be eligible
for fee relief, not the increased guaranty, until ARRA funds are exhausted.

If you need the higher guaranty as well as the fee relief, you should hold off on submitting your SBA loan request until,
and if, new ARRA funding is provided. There is no guarantee that new ARRA funding will be available. The SBA
emphasized that SBA loan programs will continue beyond the availability of ARRA provisions, with applicable fees and
lower guaranty levels.

At any time while waiting in the queue, an applicant may choose to withdraw and re-submit an application for a non-
ARRA funded loan, with the condition that all loan fees and lower guaranty levels will be restored. Also, if the loan is
approved as a non-ARRA loan and additional Recovery Act funding subsequently becomes available, that loan cannot be
cancelled and resubmitted as a Recovery Act loan.

Read more at www.sbha.gov/idc/groups/public/documents/sba_program_office/bank_5000-1143.pdf or call the Nebraska
District Office of the SBA for clarification at 402-221-4691.




News Briefs From Washington

Banker Action Needed
Tell Congress Not to Harm Traditional Banks

With the Senate passage of S. 3217, the issue of financial regulatory
restructuring has been sent to a conference committee to resolve the
differences between the Senate-passed bill and the House-passed bill
(H.R. 4173). The question is no longer whether there will be
financial restructuring legislation, but what kind of financial
restructuring bill will be signed into law.

Although a limited number of members will participate in the
Senate-House conference to resolve the differences between the two
bills, we still can have a voice in the final reg reform bill. The NBA
is encouraging you to contact all members of the Nebraska
congressional delegation to express your concerns about the
increased burdens these bills could impose on traditional banks.

A number of critical differences exist between the House and Senate
bills that will negatively affect traditional banks, including regulation
of interchange fees on debit cards, the exclusion of trust preferred
securities from consolidated Tier 1 capital for bank holding
companies, and restrictions on the use of derivatives even for
hedging interest rate risk.

Congress is aiming to have a bill signed into law prior to July 4.

Send a customizable letter through the ABA Web site at
www.capwiz.com/aba/issues/alert/?alertid=15081246¢type=co.

FASB Proposes Mark-
to-Market Accounting

The Financial Accounting Standards
Board (FASB) has released its exposure
draft, “Accounting for Financial
Instruments,” which promises to be
the biggest change ever to bank
accounting. The ABA-opposed
exposure draft proposes three main
changes: (1) all financial assets and
liabilities—including loans, loan
commitments, deposits, etc.—will be
recorded at “fair value” on the balance
sheet; (2) loan loss reserves will be
measured on a forward-looking
“expected loss”—versus the existing
“incurred loss”—basis; and (3)
requirements for hedge accounting will
be streamlined. FASB also released its
exposure draft, “Statement of
Comprehensive Income,” which is
expected to change how the income
statement is viewed.

Read a summary of the proposed
accounting changes online at

www.aba.com/NR/rdonlyres/32FOADC
7-AFB8-48D6-8A80-

1AD5B237B3C0/67052/FinInstProject

Summaryfinall.pdf.

Additional Materials on Regulatory Restructuring Bill

Here is additional information from the ABA with regard to S. 3217 and H.R. 4173.
v Letter to Treasury Secretary Geithner from ABA President & CEO Ed Yingling:

www.aba.com/aba/documents/news/GeithnerLetter52610.pdf

v 50 New Burdens to Be Imposed Without Passage of Regulatory Restructuring Bill:

www.aba.com[aba[documents[news[RegBurdenCatalog526 10.pdf

v" 30 New Burdens on Traditional Banks in Reg Reform Bill:

www.aba.com/aba/documents/news/Listof30burdens52610. pdf

v" Detailed 36-Page Summary of S. 3217:
.aba.com/aba/documents/Grassroots/Regulato

Detailed.pdf

tructuringTalkingPoints/Summ

SenatePassedBill

News Source: American Bankers Association



News Briefs From Washington

Senate Rejects Usury Amendment

Prior to passage of S. 3217, the Senate rejected by a
60-35 vote Sen. Sheldon Whitehouse’s (D-RI)
amendment to the bill that would have limited the
interest rate on a consumer credit transaction to
the maximum permitted by the consumer’s state
law. If passed, the measure would have allowed
states to cap rates on all non-mortgage consumer
loans, including car loans, unsecured lines of
credit, non-mortgage installment loans, student
loans, and small-dollar affordable loans.

Preemption Amendment Approved

Also prior to the passage of S. 3217, the Senate
approved by an 80-18 vote Sen. Tom Carper’s
(D-DE) modified, ABA-backed amendment to the
regulatory reform bill that would address one of
the legislation’s flaws dealing with preemption.
The amendment would preserve the national
regulation of U.S. financial institutions by
protecting the Barnett standard—embodied in the
1996 Supreme Court decision Barnett Bank of
Marion County, N.A. v. Nelson—for national
bank preemption. The amendment also would
eliminate the bill’s problematic and undefined,
new requirement that no preemption of state law
can occur unless a “substantive standard”
regulating the “particular conduct, activity, or
authority” exists at the federal level. The measure,
however, does not change the bill’s language
giving state attorneys general the ability to enforce
applicable consumer law to its fullest extent.

“Without the Carper amendment, consumers and
their banks could have been subject to potentially
hundreds of different and confusing state and
local laws covering their loans, checking accounts,
credit and debit cards, or ATM usage,” ABA
President and CEO Ed Yingling said. “By
preserving the existing standard in the Barnett
case, the Carper amendment will limit that
confusion and ensure we have more efficient and
low-cost consumer banking services.”

Congressional Action Needed
on Harmful Collins’ Amendment

Prior to passage of S. 3217, the ABA and NBA had
urged the Senate and federal banking regulators to
support removing from the bill Sen. Susan Collins’
(R-ME) amendment, adopted by the Senate last week.

The amendment, which is intended to improve capital
quality, requires the banking agencies to establish
minimum leverage and risk-based capital requirements
for all banks, bank holding companies, and non-
financial firms under the Federal Reserve’s jurisdiction.
The amendment could go much further than intended
and could be read to limit Tier 1 capital components
for holding companies to those permitted as Tier 1 for
banks under the prompt correction action rules, said
the ABA.

The amendment would exclude capital instruments
such as trust preferred securities from the consolidated
Tier 1 capital of bank and thrift holding companies. It
also would eliminate the small-bank holding company
(less than $500 million in assets) exemption from
consolidated capital requirements. Excluding trust
preferred securities as a capital source would negatively
impact 644 bank holding companies (most which are
mid-size) and eliminate $129 billion in capital,
supporting $1.3 trillion in assets, from the U.S. banking
system. It also would affect a significant number of
savings and loan holding companies.

In addition, the ABA estimates that hundreds of
community banks issue trust preferred securities in
pooled programs. If trust preferred is excluded, then
holding companies would need to replace the capital,
most likely through a common stock offering, or
significantly shrink their balance sheets to offset the
capital impact, further reducing lending.

The ABA is encouraging Congress to, at the very least,

grandfather existing capital instruments. Read the

ABA’s letter to the federal banking regulators at
om/aba/documents/n olli endme

t51910.pdf.

News Source: American Bankers Association
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Regulatory Restructurlng Bill Recap The Senate continues to debate the amendments to
S. 3217, the Restoring American Financial Stability Act. The NBA Board has chosen to take a proactive approach
to try to fix this bill and its amendments before they become law. Throughout the process, under the direction of
our board, the NBA officers have been in close contact with Sens. Johanns and Nelson at every step of the way. We
will continue to communicate with them and with you, our members, as the bill progresses. Set forth below is a
brief summary of the actions taken on a few of the amendments since debate began: NBA-Supported
Amendments Issue Amendment Result

NBA-Supported Amendments

State Member Banks/ Fed Retains oversight of Federal Reserve over state member banks and holding companies.  Passed
Supervision
FDIC Assessments Redefines FDIC’s assessment base as average consolidated total assets minus average  Passed

tangible equity of institution; authorizes additional subtraction from total assets for
bankers’ banks and custodial banks.

Regulatory Burden/Disclosures Eliminates requirements in bill requiring new disclosures on deposit accounts, Passed
including number and dollar amount of customers’ deposit accounts, geo-coding of
customer addresses, and more.

Mortgage Lending Reduces risk retention requirements for commercial mortgage loans meeting prudential Passed
regulators’ standards.

Mortgage Lending Ensures well-underwritten loans can be made without forcing lenders to hold additional Passed
capital and credit risk which could reduce credit availability.

Mortgage Lending Would have established minimum mortgage underwriting standards, including a 5% Failed
down payment requirement and remove the “skin-in-the-game” provisions requiring
lenders to retain 5% of the credit risk on their own balance sheets.

Consumer Financial Protection Would have substituted CFPB with a Division of Consumer Protection (DCP) within Failed
Bureau (CFPB) FDIC.

NBA-Opposed Amendments

Interchange Fees Directs Fed to set interchange rates on debit cards and permits retailers to discourage Passed
consumers from using credit or debit cards of their choice.

Other Actions Taken
Too Big to Fail Eliminates $50B upfront fund for liquidations of failed and failing systemically risky Passed
banks and non-banks. FDIC would finance liquidation of failed financial firms
pursuant to a new line of credit with the Treasury backed by the failed company’s
assets.
Too Big to Fail Prohibits using taxpayer money to bail out troubled financial companies. Passed
Mortgage Lending Establishes underwriting standards while leaving 5% credit risk retention intact. Bans Passed
yield-spread premiums in broker compensation, requires lenders to verify the
borrower’s ability to repay the loan, and mandates that repayment assessment is based
on the maximum interest rate allowed on the first five years of the loan.
GSEs Requires study to end government’s conservatorship of Fannie Mae & Freddie Passed

The ABA has provided a chart of the major issues and amendments in the Senate regulatory restructuring bill at
www.aba.com/aba/documents/Grassroots/RegulatoryRestructuring Talking Points/MajorIssuesChart.pdf.



NEWS RELEASE

May 4, 2010

ABA Media Contact: Peter Garuccio
(202) 663-5452

E-mail: pgarucci@aba.com

ABA TESTIFIES ON ‘BANK TAX’ PROPOSAL

WASHINGTON - The American Bankers Association reiterated its opposition to the Obama administration’s proposed
"Financial Crisis Responsibility Fee,” arguing that such a proposal would affect both large banks and community banks and
ultimately impact borrowing costs for bank customers.

Testifying before the Senate Finance Committee, ABA chief economist, James Chessen, said that the banking industry and
the entire country have benefitted from the Troubled Assets Relief Program (TARP). However, the use of TARP funds beyond
the banking industry for dealing with the bankruptcies of entities like General Motors, Chrysler and AIG has led to confusion in
the mind of the public and left the industry in the unfair position of having to pay for losses caused by non-banks.

Chessen noted that the Emergency Economic Stabilization Act, which authorized TARP, contains a provision requiring any
losses from TARP to be recovered from the financial industry. This is the impetus for the 'bank tax’ proposal. However,
Chessen further noted that all the projected losses from TARP are from the non-banks.

“Had the TARP been limited to the banking industry, there would be no losses on the program,” said Chessen. “The bank tax
is an arbitrary tax on institutions of a certain size without regard to where the losses actually occurred or the payments made
by banks which have provided a significant return to taxpayers.”

Chessen cited various sources, including the Treasury Department and the Congressional Budget Office, in maintaining that
taxpayers will make a profit on every bank-TARP program. As of April 16, 2010 the govemment has received $19 billion in
dividends and warrants from the $245 billion of investments in banks. This translates into an estimated 8.5 percent profit for
taxpayers, “a very good return by any measure,” said Chessen.

Not only would a 'bank tax’ be unfair, it would also have serious unintended consequences such as reducing credit availability
and driving capital out of the banking industry. Chessen maintained that the impact on credit from the current proposal can
mean as much as $1 trillion of loans not made over the next decade and that investors react quickly to such possibilities,
spurring them to move money to other industries.

Chessen further noted that while the ‘bank tax’ will have a direct impact on banks with over $50 billion in assets, the costs and
consequences of the tax will have a broader impact on smalier banks as well.

“The implications of this tax do not stop with the largest banks. in fact, the costs and consequences will ripple through the
financial services system, imposing costs on all banks and their customers.”

Finally, Chessen maintained that many small banks believe that once the precedent is set to assess an additional tax on large
banks, it is only a matter of time before the tax is spread to other banks.
For a copy of Chessen'’s testimony click here.

The American Bankers Association represents banks of all sizes and charters and is the voice for the nation’s $13 trillion
banking industry and its two million employees. The majority of ABA’s members are banks with less than $165 million in assets.
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May 12, 2010

ABA Media Contact: Peter Garuccio
(202) 663-5452

E-mail: pgarucci@aba.com

ABA APPLAUDS SENATE FOR RETAINING FEDERAL RESERVE OVERSIGHT OF
STATE MEMBER BANKS

By Edward L. Yingling, ABA president and chief executive officer

“The American Bankers Association is pleased that the Senate voted today in favor of the
amendment, strongly supported by the ABA, by Sens. Hutchison and Klobuchar to return oversight of
state member banks and smaller holding companies to the Federal Reserve Board. As we have
argued for months, this oversight ensures that the Fed maintains a well-rounded perspective on the
diverse communities served by the banking system and does not have a bias toward financial centers.

“Preserving Fed supervision over smaller institutions means preserving its access to timely
information about the flow of credit to small businesses and in communities of all sizes across the
country.

"Community banks are vital to the economic health of the nation and issues that impact these
banks and their communities should be a major factor in the Fed’s decision making process. This
amendment ensures that will continue to be the case.

“We are thankful to Sens. Hutchison and Klobuchar for their leadership in this matter, and we
applaud the Senate for voting to pass this important amendment.”

The American Bankers Association represents banks of all sizes and charters and is the voice for the
nation’s $13 trillion banking industry and its two million employees. The majority of ABA’s members are
banks with less than $165 million in assets. Learn more at www.aba.com.



Valuations Lift, Return Of Growth Would Offer Another Leg To Stand On.

Valuations Surge Even With Growth Paused. With Q1°10 EPS season now in the books, we
look forward to the summer months to see if momentum in the banking world can continue. The
recent Q1 update offered more proof the credit quality environment is stabilizing, or at the very
least not worsening, for most of our coverage list. This positive data point drove higher
valuations in April, although we saw a jarring early May from the broader markets that cooled off
the run a bit. Perhaps the next layer of multiple expansion will need to come from balance sheet
growth, which was disappointing on the organic loan growth side in Q1. In this month’s issue we
run some analysis on today’s difficult loan growth trends. Any semblance of growth is coming
from an inconsistent trickle of FDIC-assisted deals, but as the markets have proven with some
sharp pullbacks, this angle is becoming harder to capitalize on with an increasing number of
bidders forcing less sweetened deals. The investor conference schedule is packed, including
our own 12th Annual Financial Services Conference this week, which will help visibility for
justifying higher multiples or not.

Bank Stocks Up For Fourth Straight Month. The NASDAQ Bank Index posted its fourth gain
of 2010, rising 6.38% in April after postings a similarly strong 6.40% in March. This impressive
move marked the highest return for the month since April 1999 and substantially exceeded
April’s 1.07% monthly average since the index’s inception. The index is up 20.37% from the
beginning of the year to May. However, May has proven to be a much tougher month for bank
stocks, so we will wait and see if the winning streak can continue.

Davidson Universe Even More Impressive. The D.A. Davidson Bank Index grew 16.27% in
the month and was up 40.41% through April. Twenty of the bank stocks we follow appreciated
during the month, or roughly four out of five banks in our coverage universe. PRWT
(+111.11%), WAL (+52.90%), STSA (+52.70%), BANR (+47.66%), and CACB (+40.00%) led
the group higher, while TCBK (-4.32%), WIBC (-1.54%), and FIBK (-0.31%), were the laggards.

Loan Growth An Endangered Species. One of the more prominent themes coming out of
Q1’10 earnings season involved loan growth — or lack thereof. Banks still purging construction
loans off the books, limited quality loan demand, and restricting growth for capital-preserving
purposes are all reasons we are seeing disappointing loan growth figures. Our coverage
universe posted median loan runoff of 1.7% in the quarter (see Exhibit 1), with only three of our
covered companies posting meaningful (above 0.5%) growth. The three banks that had
significant growth — COLB, UMPQ and WFSL - also acquired banks through FDIC-assisted
transactions, artificially boosting loan totals. Five banks had runoff in excess of 3% sequentially
or more than 12% annualized. STSA had sequential runoff of 8.7%, tops among our universe.
STSA's runoff is indicative of a company scrambling to shrink the balance sheet, lower the risk
profile and help capital ratios. Outside of BMRC (which recorded modest growth of 0.3%), no
company in our Southwestern/California based footprint held positive growth and on average
was down 1.7%. Our Pacific Northwest coverage group posted average growth of 1.7%,
although again, this was propped up by FDIC-assisted activity. By segment in Q1, construction
and land loan portfolios fell the greatest at 6.3% on average for our entire universe; C&l and
consumer loans contracted a lesser 2.0%- 2.5%. One segment that was positive was the non-
owner

This article was reprinted with permission from D.A. Davidson & CO. Banking Industry Update. This article originally
appeared in the May 11, 2010 Banking Industry Update edition of the D.A. Davidson & Co. Banking Industry Update
publication.
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The 2010 WBA BankPac campaign is just kicking off. To date 108 individuals from 26 banks & branches
have contributed $12,000 to the current campaign. The following is a list of WBA members and their banks
who have contributed as of May 27, 2010.

Jeff Marsh, Platte Valley Bank, Torrington

Bankers John Martin, Jonah Bank of Wyoming, Casper
Georgann Martinez, First State Bank, Wheatland

Stephanie Arnold, Bank of Commerce, Rawlins Rick Mason, Jonah Bank of Wyoming, Casper
Elva Bach, Hilltop National Bank, Caspe Dean McKee, Wyoming National Bank, Lander
W.N. Barnard, Hilltop National Bank, Casper Mick McMurry, Jonah Bank of Wyoming, Casper
John Barto, Bank of Commerce, Rawlins Sally Minihan-Ayers, Hilltop National Bank, Casper
George Benson, Hilltop National Bank, Casper Daniel Moline, Wyoming National Bank, Riverton
Ted Bentley, First State Bank, Torrington Doug Morstad, Hilltop National Bank, Casper
Michael Blodnick, Glacier Bancorp, Inc., Kailspell, MT Pamela Mosser, Security First Bank, Cheyenne
Richard Bratton, Jonah Bank of Wyoming, Casper Ruby Ogden, Bank of Commerce, Rawl.ms
Harold Brethour, Platte Valley Bank, Torrington Mary Penland, Bank of C ce, Rawli
Jetf Brown, First State Bank, Wheatland Chris Potter, Hilltop National Bank, Casper
Kermit Brown, Wyoming State Bank, Laramie Tracy Preuit, First State Bank, Wheatland
Paul Brunkhorst, Bank of Buffalo, Buffalo Regina Rentfro, Bank of Commerce, Rawlins
Susan Bulgrin, Security First Bank, Laramie Williams Rogers, Jonah Bank of Wyoming, Casper
Jennifer Burns, First State Bank, Wheatland Shelly Rosacker, Bank of Commerce, Rawlins
Beverly Burroughs, First State Bank, Torrington Clifford Root, Wyoming National Bank, Riverton
Cathy Carson, Hilltop National Bank, Casper Charles Ruwart IIl, Oregon Trail Bank, Guernsey
Bill Chandler, Bank of Commerce, Rawlins : ) y .
Leo Ch Bank of C e, Rawlins Ryan Schilreff, First National Bank, Torrington
Sam Cla;k. Wyoming State Bank, Laramie Leonard Scoleri, Oregon Trail Bank, Guernsey
Barney Conway, Bank of Commerce, Rawlins Charles Shopp, Hilltop National Bank, Casper
Cody Cox, First State Bank, Torrington Kent Shurtleff, Wyoming National Bank, Riverton
Holly Crowley, First State Bank, Wheatland Derrick Sisson, First State Bank, Wheatland
Gary Crum, Wyoming State Bank, Laramie Kelly Sittner, First State Bank, Torrington
Mike Daly, Fu's( State Bank, Wheatland Mike Smith, Sundance State Bank, Sundance
Tammy Daly, First State Bank, Wheatland Coll Stratton, Bank of C Rawlins
Elizabeth Davis, Hilltop National Bank, Casper olleen on, ol -ommerce, haw.
James Durfee, Sundance State Bank, Sundance John Sullivan, First State Bank of Newcastle, Newcastle
Trudy Durfee, Sundance State Bank, Sundance R.L. Sutter, Hilltop National Bank, Casper
Philip Ellis, Oregon Trail Bank, Chugwater Vance Sprecher, Hilltop Nationa.l Bank, _Casper )
James Engstrom, Bank of Cormerce, Rawlins Mary Margaret.Stockton, Wyom National Bank, Riverton
Scott Estep, Wyoming National Bank, Lander Nedalyn Testolin, Qregon Trail Bank, Chllxgwa(er
Steve Feagler, First State Bank, Torrington Duane Toro, Wyoming State Bank, Laramie
Thomas Flaherty, Platte Valley Bank, Torrington David L. True, Hilltop National Bank, Casper
Copper Francs, Bank of Commerce, Rawlins H.A. True, Hilltop National Bank, Casper
Sherrod France, Bank of Commerce, Rawlins N.P. Van Maren, Hilltop National Bank, Casper
Michael Frisbey, Oregon Trail Bank, Guernsey Ron Van Voast, Security First Bank, Cheyenne
Mike Galovich, Bank of Casper, Casper Jeit Wallace, Wyoming Bank & Trust, Cheyenne
Robert Godfrey, Wyoming State Bank, Cheyenne Robin Wallingford, Jonah Bank of Wyoming, Casper
Ryan Gross, The Bank of Gillette, Gillette Roger Wagmer, Hilltop National Bank, Casper
Joe Guth, Platte Valley Bank, Torrington Carol Wﬂaon, Hilltop National Bank, Casper
Gary Havens, Bank of Buffalo, Buffalo Ron Wright, Platte Valley Bank, Cm.zper
Bruce Hellbaum, First State Bank, Wheatland Mark Zaback, Jonah Bank of Wyoming, Casper
Jean Herbert, Bank of Commerce, Rawlins
Dan Hilgenkamp, Wyoming State Bank, Laramie Banks
Morgan Jamerman, First State Bank, Wheatland X
Dick Jay, Jonah Bank of Wyoming, Casper Bank of Buffalo, Buffalo, Casper, Gillette
Mark Jespersen, First State Bank, Wheatland Bank of Commerce, Rawlins
Dan Johnson, Bank of Gillette, Gillette Bank of Red Lodge, Red Lodge, MT
Danelle Johnson Jonah Bank ot Wyommg Casper First National Bank, Torrington
Dave J Wy g jiation, Cheyenne First State Bank of Newcastle, Newcastle
Chery Wyoming Bankers A iation, Cheyenne First State Bank, Torrington, Wheatland
Barhara Jones, Flrs( State Bank Wheatland Glacier Bancorp, Inc., Kailspell, MT
Gregg Jones, Jonah Bank of Wyoming, Cheyenne Hilltop National Bank, Casper

LeaAnn Jones, Sundance State Bank, Sundance
Roger Jones, Sundance State Bank, Sundance
John Jorg Hilltop National Bank, Casper
Carolyn Kaiser, Bank of Buffalo, Buffalo

Jonah Bank of Wyoming, Casper, Cheyenne
Oregon Trail Bank, Guernsey, Chugwater
Platte Valley Bank, Casper, Torrington

Craig Kerrigan, Oregon Trail Bank, Guernsey Security First Bank, Laramie, Cheyenne

Larry King, Hilltop National Bank, Casper Sundance State .Bank, Sux:\dance

Archie Kirsch, Bank of Commerce, Rawlins U.S. Bancorp, Minneapolis, MN

Bart Langemeier, Bank of Red Lodge, Red Lodge, MT Wyoming Bankers Association, Cheyenne

John Linton, Wyoming National Bank, Riverton Wyoming Bank & Trust, Cheyenne

R. Stanley Lowe, Hilltop National Bank, Casper Wyoming National Bank, Lander, Riverton

Nancy Lubeck, First State Bank, Wheatland Wyoming State Bank, Cheyenne, Laramie

Cynthia Mabie, Jonah Bank of Wyoming, Cheyenne
WBA Bank Pac is the nonpartisan political action committee of the Wyoming Bankers A iation. Alf contributions are volunt: Absolutely no form of ion may be used to solicit a contribution. No employee will be
favored, disadvantaged, or retaliated against based on their contribution or their decision not to b A suuested contﬁbution is only a suggestion. Corporate contrit are prohibited. Contributions to

WBA BankPac are not deductible for state or federal Income tax purposes. Federal Law requires political action committees to obtain written authorization to solicit and to use best efforts to report the name, mailing
address, occupation, and name of employer for each individual whose contributions aggregate an excess of $200 in its calendar year. State law requires political action committees to use best efforts to report the name,
mailing address, occupation, and name of employer for each individual whose contributions aggregate an excess of $100 in a reporting period.
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Prepaid Visa Card T

Reloadable, safe and simple.




According to Nellie
Mae, by the time
college students
are in their senior
year, 56% of them
have four or more
credit cards with
an average balance
of $2,865. So they
leave college owing
more than $8,000
and that likely
doesn’t include
student loans.!

STUDIES SHOW:

By 2010 the volume
of this market will
reach $178 billion,
an estimated

58% GROWTH
from the $113 billion
it represented

in 20077

How can you increase profits, acquire more customers and provide an
enhanced customer experience for your budget conscious customers?
Deluxe has a simple, secure reloadable card that provides you with all

that and more — our reputation.

HOW YOU BENEFIT.

Because prepaid cards are a monetary
instrument, you need to know that Deluxe can
deliver compliance, legal, fraud and settlement
fulfilment features. We have the experience
needed to meet all of these requirements
and answer any questions you might have.
The DeluxeCard® Prepaid Visa® Card program
is a turnkey solution and competitively priced
for your benefit.

Increased Fee Income. Grow fee income.
You set the retail price. The difference between
that price and your cost for the DeluxeCard
Prepaid Visa Cards is your revenue. An additional
revenue source for your Financial Institution is
the price you charge for Card Reloads.

Easy to Implement. Prepaid cards

are a monetary instrument. Deluxe delivers
compliance, legal, fraud and settlement
fulfillment tools and provides the experience
needed to meet all of these requirements
and answer any questions you might have.

FREE Support and FREE Marketing Tools.
In addition to branch training modules,

you will receive marketing tools including
statement stuffers, point-of-sale displays,

print advertisements and more. These tools
are sure to grab your customers’ attention

and most can be customized with your logo
and contact information.

A Robust Product Offering. Round out
your product portfolio by offering a prepaid
product. Customer demand for prepaid
products continues to grow at double digit
rates; a result of increased pressure on credit
products. Attract new customers and provide
your customers with a positive yearround
spending experience maintained by a trusted,
proven partner — Deluxe.

DELUXE GROWTH SERVICES

nance _Cusro
M gxperience

FREE MARKETING TOOLS
AVAILABLE




LOADS OF REASONS READY, SET, SELL.
CUSTOMERS LIKE THIS L '
RELOADABLE CARD. Our complete turnkey solution includes:

¢ Simple set up and administration,

It’s budget friendly. There's no monthl . L ! .
9 b4 y with minimal technical requirements

minimum balance, no overdraft fees, no interest
and no late fees — making it an attractive e Fast, easy card loads
alternative to credit and debit products.

¢ Fast, easy inventory ordering
It’s easy to manage. Customers manage

their card via a toll free call or at a website. ¢ Co-branded DeluxeCard Prepaid Cards
Card activity, balance information, PIN changes, with your logo
card status, Cardholder information and

_ . . . .
e-statements are easily accessed online. Easy access to reporting, training,

compliance documents and marketing

It's less risky than cash. Customers may materials.

load up to $5,000.00 and deposits are FDIC . o

insured up to $250,000. ¢ Easy to order marketing materials via
' a toll-free call.

It’s easy to load. Customers load funds

at your branch locations. Or via direct deposit
funds or card loads via a Green Dot MoneyPak™ HOW THE DELUXECARD

Universal Reload™, MoneyGram® or Visa PREPAID PROGRAM WORKS.
ReadyLink transaction.

Branch tellers sell the DeluxeCard Prepaid
It's controlled. DeluxeCard® Prepaid Visa® Card ~ Visa Card directly to customers. Tellers
provides a controlled means to give money instantly load the desired dollar amount value
to those who need to spend, but also may onto the DeluxeCard Prepaid Visa Card using
need monitoring such as certain elderly adults, an Internet-based system, allowing your
college students or credit stressed individuals.  customers to walk away with an activated
card, ready for use. The Cardholder Agreement
and loaded card are presented to your customer

in an envelope. A direct deposit slip is provided
GET STARTED NOW. for their convenience.

For more information on the DeluxeCard
Prepaid Visa Card program, contact
your Deluxe Sales Representative,

or call 1-888-633-5893 or visit
www.deluxe.com.

e
Table Tent

— Post.ers. R Posfcéfds A



Acquire, Grow and Retain

High-Value Households

DELUXE® GROWTH SERVICES

Proven Resulits!

The performance
statistics shown are
not the “best of the
best’, but rather are
an “average” of our
2009 programs:

1. Account
Lif’t: 750/0

2.Household
Lift: 90%

3.Lift Over
Control: 92%

4.ROMI: 700%

<J
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Deluxe Growth Services offers
financial institution services
in five areas referred to as the
Growth Cycie.

DELUXE
CORNERSTHINE

Solutions

The acquisition, growth and retention of high-value households are
essential components of any marketing plan. Deluxe Cornerstone
Solutions makes this possible through one comprehensive, seamless
and ROI strong program: The AGR Solution.

Deluxe Cornerstone Solutions joins the capabilides
of Deluxe and Cornerstone Customer Solutions,
an independent, full-service, marketing solutions
provider specializing in the development and
execution of complex, database-driven direct
marketing programs for financial institutions.

Deluxe Cornerstone Solutions delivers all that an
institution needs to create, produce and execute
direct marketing programs in a turnkey, highly
secured and efficient production environment.

What’s more, you’ll appreciate that all program
solutions feature a thorough and no-nonsense
approach to performance assessment.

SOLUTIONS FOR
YOUR BOTTOM LINE

Acquisition

As a foundational account of any core relationship
and a key source of low-cost deposits and fee
income, the acquisition of the DDA (consumer and

small business) is a top priority for most institutions.

Get the most from your acquisition strategy
through a methodical approach which utilizes
performance analytics to identify and target high
propensity prospects, blended with integrated,

brand-strong marketing tactics to acquire profitable,

long-lasting relationships.
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OnBoarding

The first 90 days of a new account holder’s
relationship will forecast the future. Ensure success
through the implementation of Deluxe Cornerstone
Solutions’ centralized, data-driven communication
program designed to increase account activation
and institutional engagement, deepen penetraton,
improve profitability and reduce attrition.

Cultivation

Deepen penetration, profitability and retention

of your existing account holder base with highly
customized, data-driven communication programs
for both the consumer and small business.

LET’S EXPLORE
THE POSSIBILITIES

A brief discovery call will allow us to learn
more about your challenge and to determine
if our services are a good fit. Simply call
Patrick Grosserode at 402-484-0572
(pgrosserode@cornerstone-cs.comy)

or your Deluxe Account Representative
at 1-888-633-5893. For more information
on Deluxe Cornerstone Solutions, visit
www.deluxe.com/cornerstone.
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Community Banks perfectly poised to be ""Close To Home'' Leaders

As the concept of recovery seems more and more likely, Banks are responding with an eagerness
to increase their market share, sell more products and services, and reach out to new audiences.
This eagerness is offset, however, by the reality that things have changed. Consumers feel different
about their banks than they used to, their needs have changed, their buying process modified. In an
effort to understand, some of these nuances, Deluxe Corporation, in partnership with 15 banking
executives studied how to best sell multiple products and services to Baby Boomers and
Millennials in times of distrust. With this question, we sought to better understand the similarities
and differences between these two compelling generations, ways in which our approach to selling
must change to be effective and the ultimate impact of trust erosion on banking behavior. After
nine months of work and deep exploration into the attitudes and behavior of consumers, we were
fascinated by some of our findings on trust and its role in the buying situation — how do you sell
when consumers are highly distrustful of financial institutions?

Do Consumers Distrust their Bank?

Existing research on this topic overwhelmingly says yes, consumers distrust their banks. Our
findings, based on in-depth interviews and observations with consumers, suggest the answer is not
that straightforward. The oversimplified view of trust leads one to think that a person either does or
does not trust their bank and that their behavior is tempered to be in line with that attitude. Deeper
exploration suggests that while consumers almost unilaterally express distrust in financial
institutions, those feelings of distrust did not necessarily extend to their own local bank or banker.

Attitudinally, consumers are organizing the economic situation and financial institutions, as a
whole, into one general category and applying a macro, or distant feeling of distrust toward it.
When it comes to their own bank, however, they are using a more personal, micro-level analysis to
determine their degree of trust — was their bank mentioned in the media? If so, how did they
respond and was it at a brand level or down to the branch? How are my bankers interacting with
me these days — is there a level of openness that feels different than in the past? Our findings, in
fact, suggest that, depending on how you ask the question, consumers do trust their bank. And, that
appropriate awareness of this dichotomy of trust and attention to trust issues at both a macro and
micro level, could be the key to ensuring deeper relationships and effective sales in the new
economy.

Cracking the Code on Sales

Recognizing the need to bank somewhere, and perhaps lacking the desire to move to another bank,
consumers will actively search for reasons to trust their own bank, branch and banker. Community
banks are perfectly poised to design for this consumer attitude, giving them a keen advantage.
Specifically, consumers are seeking a “close to home” banking experience - one that feels
excluded, but not detached, from the global economic and banking crisis. This is evidenced in two
primary findings: expectations of openness and candor and unwillingness to trust blindly.

Openness and candor has sky-rocketed in its impact on the banker-consumer relationship. While
always desired, it wasn’t necessarily expected. This tolerance for only modest degrees of candor
has been entirely replaced by an expectation of openness. Consumers want the pros and cons of
each option available to them. They want to understand the logic of the processes and decision-

Martie Woods, Chief Experience Officer. Deluxe Corporation. ©2010.



making behind the scenes, and they want to know what behavior or situation on their part could
trigger a negative event, such as a fee or missed benefit.

This expectation of openness and disclosure is further supported by a shift in the consumer’s
perception of the banker’s role. Before information was as readily available as it is today,
consumers considered bankers to be in a position of superior knowledge. Not unlike our view of
doctors, we never expected to know things our bankers knew and, we were comfortable deferring
to them. The availability of information, coupled with questionable behavior in the banking
industry, has led consumers to raise their own standards of knowledge of banking. They are no
longer willing to trust blindly. While they still expect their banker to have information they don’t
have, they expect to know enough to understand what the banker is sharing, see through
inconsistencies and ‘scams’ and hold their own in a conversation with a banker. The astute banker
will feed this new expectation by educating the consumer, in turn assuming the role of peer,
advisor and guide - and actively abandoning any approach that resembles the ‘superior holder of
information that is not shared’ position taken in the past.

Moving Forward

While expectations of education, respect and candor are not new, their place in the banker-
consumer relationship has increased to such an extent that the smartest banks will take quick action
to change some fundamental ways in which they conduct business.

First, revisit your sales training. The traditional “selling” processes in use by most banks today are
actually effective in making the sale. The problem is that these processes are working at the
expense of customer’s trust. The customer buys a product or signs up for a new solution, but
actually walks away less trusting of the bank and banker. While the consumer is able to conclude
that the product or service is right for their need, the process falls short of meeting their
expectation of what makes up a trusting relationship. When bank employees were knowledgeable,
transparent, presented simple, targeted options, used real, conversational language, and disclosed
all relevant points, the customer not only bought the solution, they also gained trust. This increased
trust translates to a greater propensity to buy in the future and surface opportunities for a deeper
relationship with the bank.

Second, fully leverage your branch. Contrary to general assumption, Boomers are not the only
ones favoring the branch. In fact, while use of online banking continues to rise, both Millennials
and Boomers prefer to visit local branches to solve their banking problems and ask questions. This
puts the community bank in an advantageous position because consumers want to trust the people
they meet face-to-face and are more likely to give them the benefit of the doubt. Additionally,
consumers want to trust the organizations to which they have committed.

In summary, the banks that thrive in this new economy will have recognized that the consumer is
organizing their attitudes toward financial institutions into two related but distinct constructs- one
at a macro, distant level and one at a personal, close-to-home, micro level. They will use that
information to design the right interactions in the branch and enhance their selling approaches.
These changes will be further rewarded by the simple momentum offered by the very fact that
consumers want to trust their bank and particularly, their banker.

Martie Woods, Chief Experience Officer. Deluxe Corporation. ©2010.



Electronic Payments
Summer work: Banks face season of compliance and catch-up
By Tony Telschow

The summer of 2010 will be a season of compliance, with deadlines looming for new statutes and regulations on
electronic payments, including ATM, debit card and gift card transactions. Beyond the challenge of compliance is the
quickly unfolding question of mobile banking, which, with the rapid leap from SMS to smart-phone formats, left some
technology vendors playing catch-up on next-generation delivery, even before most banks added a first-generation
offering. Meanwhile, web-based, non-bank services like PayPal and Square are pressing forward on mobile payments,
with unclear consequences for commercial banks.

In response to these changes many banks are re-evaluating their product mix, hoping that as the deadline-laden
summer passes their product lines will continue to be competitive as well as compliant.

“This summer, the payments sphere is really all about compliance,” said Viveca Ware, senior vice president of
regulatory policy for the Independent Community Bankers of America. Ware noted that more time spent on compliance
generally means less time for innovation—a source of concern as the industry tries to keep up with consumer demand for
a changing range of electronic payments.

Changing regs, new laws

Compliance deadlines for changes to Regulation E are coming up on July 1 and August 22. The rule changes
pertain to overdraft services on ATM/debit card transactions, as well as disclosures, fees and expiration dates on gift
cards.

“The rules only allow financial institutions to charge an overdraft fee for ATM and everyday debit card
transactions if the consumer affirmatively opts in to the program,” Ware said. “It’s complex because in many instances
overdrafts can still occur even though the bank does everything it can to avoid them. Those overdrafts occur due to the
actual timing of the transactions,” she said.

Although debit card transactions are processed in real time, there is a delay—sometimes of several days—in
actual settlement. “Anything can happen during that delay,” said Cary Whaley, ICBA’s vice president of payments and
technology policy. What often happens is that checks clear, pushing an account that had sufficient funds at the time of a
card authorization into overdraft by settlement time.

“The bank has put itself on the hook for that transaction, and checks are clearing and coming in. So it will present
exposure,” Whaley said. “The difference is that when there is a fee, obviously banks can absorb some risk when there is a
reward.”

All big banks and many community banks process in real time, but some smaller banks still use batch and offline
services, which could make them more susceptible to ATM and debit card overdrafts.

“The irony of all of this is that they weren’t the banks that were charging exorbitant fees to their customers. And
yet, they are the ones who are having to figure out how to decrease their exposure, and make back the revenue from
overdrafts, or install systems that may be costly,” Whaley said.

Even if all banks processed in real time, there would still be the challenge of incoming checks.

“There isn’t a real-time system for checks. The bank only knows that a check was written when it is presented to
them for payment,” Ware said, adding that the Reg E rule changes could be confusing to consumers, who will be asked to
opt in for ATM and debit cards but not for checks.

“Before this regulation, you either had overdraft protection or you didn’t,” Whaley added. “Now suddenly you
have a fragmented product. From a banking product implementation perspective, you have taken a product that has always
been explained to the consumer as a whole [product]; now it’s in shards.”

Ware said these changes differ from other regulatory updates in that they require a lot of staff training and
consumer outreach. Banks have to inform their customers of the potential payment headaches associated with not opting
in—but they have to do so without seeming to push or threaten customers and without altering terms for customers who
choose not to opt in.



“It’s certainly going to be very costly and onerous for community banks—really, financial institutions of all
sizes—to comply,” Ware said.

Beside the changes in Reg E, banks also face an August 22 implementation deadline for the third phase of the
Credit CARD Act of 2009, which was signed into law a year ago by President Obama. Key provisions include restrictions
on penalty fees for credit card payments. And, like the Reg E changes, the card law involves new rules for gift card
programs.

In addition to defining standards for gift card disclosures, the new rules affect gift card expiration dates and
inactivity fees.

“This severely cuts into the pricing and limits the amount of fees banks can charge,” Whaley said. “The question
in all these situations is: ‘How does this change my product line?” Banks will re-examine their products and their pricing
to figure how to deal with the changing revenue models.”

Movement on mobile

Compliance pressure coupled with ongoing credit quality concerns and weaker earnings may make it hard for the
banking industry to move as aggressively as it would like into mobile banking.

That concerns some community banking advocates, including Chris Nichols, CEO of Banc Investment Group
(BIG), the San Francisco-based subsidiary of Pacific Coast Bankers’ Bancshares, which serves 4,000 community banks
nationwide through Pacific Coast Bankers’ Bank.

“Banking isn’t the easiest industry right now, and with everything on [bankers’] plates...mobile banking and
marketing in particular have largely fallen off the top of the list,” Nichols said.

“The industry was largely reactive to mobile banking when it was in SMS form,” Nichols said. “When we saw the
huge boon a year-and-a-half ago on the smart phone basis, with the Blackberry and iPhone in particular, and now with the
Droid, it changed the mobile banking channel dramatically in our eyes.”

Nichols said there is an urgency surrounding mobile banking.

“We said, ‘if you’ve got a three-year plan you’d better move that up,”” Nichols said. “Banks need to make this
decision, need to be in the marketplace within a year’s time or 18-months’ time because this market is developing so fast
that you don’t want to drive your customers to another channel.”

Bankers are getting the message, at least according to a nationwide survey BIG released in April. When asked
what initiatives they were undertaking in 2010, the highest percentage—44 percent—of community bank respondents said
they were interested in purchasing or upgrading a mobile banking platform. Mobile banking significantly outpaced online
cash management or CRM platforms, the next most popular initiatives, which 22 percent of the 687 respondents cited as
their top priority.

Among respondents who already had mobile banking, 89 percent said they were “considering some form of
enhancement to their mobile banking platform.” The most-cited enhancement, at 54 percent, was an application for smart
phones.

Nichols said about 9 percent of respondents planned to change their vendors, and 4 percent planned to discontinue
their mobile banking service. In both cases vendor readiness was a factor.

“A lot of it was integration issues. A lot of it was, for example, text or SMS technology where the markets really
evolved to a smart-phone format and the vendor they chose didn’t keep up. So they’re questioning that: did they miss the
boat or did they pick the wrong vendor, or when will the vendor come up to speed?”” Nichols said.

Whaley also noted that vendor readiness is an issue.

“Anecdotally, I know of at least 10 cases of banks that are just waiting for their vendors to get their products
mature,” he said.

Getting Square
But Whaley and Nichols both expect significant increases in mobile banking penetration over the next 18 months.
Whaley runs his own annual technology survey and said that in last year’s results about 11 percent of community
banks were offering mobile banking; the figure rose to 14 percent among banks with $500 million or more in assets. But
30 percent of respondents said they planned to increase their spending on mobile banking. When new results are released
this fall, Whaley predicts that “these numbers will go up significantly,” particularly among banks with $250 million or
more in assets.



Nichols’s forecast is similar: “There’s about a 10-percent penetration right now for all customers, and it’s really at
small stages. But growth will be extremely fast, also in the 10- to 12-percent range, coming up,” he said. Growth is
primarily being propelled by Baby Boomers, he said.

“Banks may think they need online applications or mobile banking applications to capture that 20-something
crowd...but that’s not really where your market is,” he said. “The growth of the iPhone is driven by the Baby Boom
generation. Facebook, same thing, social media. It’s not the 20-something crowd that’s driving that phenomenon. It’s the
Baby Boomers who are picking it up and running with it, and those are really the customers we want as community
banks.”

The key strategic question is, as customers get accustomed to communicating with their banks or managing
accounts with their cell phones, will they then demand full payment capabilities—what Whaley describes as the “mobile
phone as wallet rather than just a method of communicating with the bank?”

Web-based services such as PayPal and Square are developing that market already, with smart phone applications
that help users make and receive payments through their phones. Square, which was developed by Twitter creator Jack
Dorsey, turns iPhones into credit card terminals using a peripheral card reader that plugs into the headphone jack. Square
also made a much touted debut on Apple’s recently launched iPad.

Keeping up with, and defining a role in, mobile payments will be an ongoing challenge for banks.

“Square, PayPal, other person-to-person or person-to-business payment systems that are outside banking, keep us
up at night,” Nichols said. “Banks have a trust factor, have the infrastructure, the knowledge base to really dominate this
market, and we feel that if community banks in particular don’t move quickly, we’re going to lose out to these payment
companies.”

Sidebar: Industry fights bill affecting interchange fees

The banking industry trade groups are working to oppose the Credit Card Fair Fee Act (H.R. 2695), which would
restrict banks’ ability to charge interchange fees on credit and debit card transactions. If passed, community banks would
no longer be able to provide payment system services on a par with larger competitors, effectively eliminating them from
this marketplace.

Kenneth Clayton, senior vice president and general counsel for the American Bankers Association, issued the
following statement on April 28, the date of a hearing on the legislation by the House Judiciary Committee:

“The American Bankers Association remains opposed to legislation that would disrupt our nation’s properly
functioning electronic payments system. The Credit Card Fair Fee Act represents yet another attempt by the merchant
community to try, at the behest of large retailers, to get Congress to lower their cost of doing business, all to the detriment
of consumers and the broader economy.

“Banks of all sizes — from the largest global financial institutions to the smallest community banks throughout the
country — take on significant risks and costs when they issue both debit and credit cards. These include extensive
infrastructure costs, fraud costs and the real risk of non-payment. Interchange fees compensate banks for taking on these
burdens and make it possible for banks to offer consumers better services, more competitive choices, and lower prices.

“The legislation under consideration would take away these benefits and inappropriately shift the cost burdens on
to consumers. It is simply another attempt by retailers to get government to intervene on their behalf in what are clearly
business-to-business transactions.

“Congress should see right through this thinly-veiled effort of retailers to artificially increase their profits. The
cumulative impact of this bill and the multitude of new regulations that traditional banks are facing would significantly
impact their ability to serve their local communities and get our economy moving again.”

This article was reprinted with permission from the North Western Financial Review and originally appeared in the
May 15-31, 2010 Vol. 195, No. 10 edition.

© NorthWestern Financial Review magazine



SERVING BANKERS FOR 100 YEARS! EXPERIENCE...There is no substitute!

ANY LOSS PREVENTED IS ADDITIONAL PROFIT FOR YOUR BANK

SECURITY OFFICER’S BY-WORD

Charles M. Towle
Senior Vice President

BANK AS PAYEE EXPOSES BANK TO LOSS

How do your tellers handle checks made payable to the
bank as payee? Can the check be deposited to some individ-
ual’s account? Can the check be cashed? Can the check be
used to purchase a cashier’s check? If you answered “yes”
to any of these questions, your bank could face a large loss.

There are two things to consider. First, banks have ex-
perienced substantial losses (often uninsured losses) when
they took checks payable to the bank and allowed such
checks to be deposited into an account of someone other
than the maker of the checks.

The Uniform Commercial Code §3-307 (b)(2) specifi-
cally states that a bank can be held liable for repayment of
the amount to the business if an employee of the business
delivers a check payable to the bank and the bank allows
such check to be deposited into any account other than the
business’s own account. This same law also applies when
any person presents a check payable to the bank on behalf of
another individual and deposits such check to an account of
anyone other than the maker of the check.

Second, other banks have experienced substantial losses
(often uninsured losses) when they took checks payable to
the bank in exchange for cash or cashier’s checks given back
to an employee of a business. In numerous cases where the
business later claimed the employee misappropriated the
funds, the courts found that the bank was liable for repay-
ment of the amounts to the business.

The following is one of many examples of court rulings
on the subject. In the 1998 case of Dalton & Mayberry vs.
NationsBank, an accounting firm filed an action against the
bank for breach of duty to inquire as to the authority of the
accounting firm’s employee to present checks payable to the
bank in exchange for cashier’s checks. The Court of Ap-
peals ruled that (1) the bank had a common-law duty to in-
quire as to the authority of the firm's employee, (2) the bank
was not a holder in due course and (3) the accounting firm
did not have to prove that the bank knew the cashier's check
proceeds were being used for the personal benefit of the
employee. The bank was found liable.

The courts have been extremely anti-bank in cases in-
volving this subject. In February 2001, a Court of Appeals
stated:

"Other courts have specifically found that the payment of

a check by a payee bank to an unauthorized third party
without inquiry by the bank is commercially unreason-
able as a matter of law. In charity we will withhold
characterizing such conduct as ‘abject stupidity’ and
call it merely negligence of the grossest kind. The
bank's showing that other area banks, following identi-
cal procedures, would also have allowed payment of
these checks cannot alone make those procedures rea-
sonable in contemplation of law. An entire industry
may behave unreasonably. ... If for the sake of effi-
ciency banks feel that they must forgo
these prudent safeguards, they should also appreciate
that they must bear the losses that result as a cost of

doing business."

In that case, the bank had an uninsured loss of over
$503,000 as a direct result of the bank’s method of handling
checks payable to the bank.

The courts would have us believe that if a bank simply
inquired as to the authority of an employee, the bank would
not be liable. Unfortunately, this duty to inquire is some-
thing ambiguous that the court created without any guide-
lines. In reality, the bank would not only have to inquire,
but would have to be able to document that upon inquiry
the person was properly granted authority to receive cash
or purchase cashier's checks using such check payable to the
bank. You can see the obvious impossibility
of documenting such inquiry.

So, in summary, the bank cannot take a check payable to
the bank and deposit it into an account of any party but the
maker because of UCC §3-307. The bank cannot take a
check payable to the bank in exchange for cash or cashier's
checks because of the court created "common law.” Banks
should require all checks made payable to the bank to be
applied to the account owner’s debt to the bank. This ap-
plies whether the check is from a corporation, LLC, partner-
ship, trust, IRA, club, association or almost any other kind
of account. It also applies when a check is drawn on an in-
dividual’s account if someone other than that individual is
presenting the check. For instance, if a check is drawn on
Mr. Smith’s personal account made payable to the bank but
is presented to the bank by Mr. Smith’s son, then the same
law applies. Because the presenter is a representative acting
on behalf of Mr. Smith, the bank could have liability to Mr.
Smith if Mr. Smith’s son uses the check to purchase a cash-
ier’s check and then uses the cashier’s check to benefit
someone other than Mr. Smith.

A bank can take a check payable to the bank from a cus-
tomer if it is used for the benefit of the account owner, such
as payment of a loan, tax deposit or purchase of items a bank
sells.

For a customer to receive cash back or purchase cashier's
checks from a bank, the customer should make the check
payable to "Cash" or payable to the person presenting such
check. It is also acceptable to make the payee "Purchase of
Cash from ABC National Bank" or "Purchase of Cashier's
Checks from ABC State Bank."

Though I personally would have logically believed that
cash or cashier's checks were items sold by a bank and a
bank should be able to accept checks payable to the bank for
purchase of cash or cashier's checks, the courts have ruled
that such logic is not only incorrect but results in negligence
of the grossest kind. It is best to heed the rulings of the
court.

Therefore, we highly encourage banks to implement a
rule that tellers are ABSOLUTELY PROHIBITED from
accepting checks payable to the bank except for payment of
a debt the account owner owes to the bank.

The Kansas Bankers Surety Company

Serving the Heartland of America Since 1909
Phone (785) 228-0000
P.O. Box 1654, Topeka, Kansas 66601-1654

RATED A++ (SUPERIOR) by A.M. Best
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With Green
Tax Incentives

BankNews May 2010

/779 he Energy Policy Act
i of 2005 is one of the
most comprehensive
: and sweeping energy
legislation packages ever
passed. Signed into law by
President George W.
Bush on Aug. 8, 2005,
the bill authorized
massive tax benefits,
reductions and deduc-
tions, plus loan guarantees in

an effort to spur action on a new
energy policy.
Buried among these volumi-
nous new initiatives — now part
of the IRS Tax Code — was the
new Deduction of Energy Efficient

By Joseph Winn

Buildings granted under Title 26,
now known simply as Section 179D.
Specifically, Section 179D offers
substantial tax benefits to com-
mercial property owners to upgrade
their buildings and make them more
energy efficient. The legislation was
targeted to expire in 2008; however,
the American Reinvestment and
Recovery Act of 2009 extended the
benefits of this bill through 2013.
Perhaps due to the enormity of
the legislative package or a lack of
understanding, the IRS reports that
less than 2 percent of all commercial
property owners have taken advan-
tage of this tax-saving opportunity.
There are special rules for govern-
ment-owned buildings, wherein the
tax benefits may be transferred to
a project manager or architect. For

www.BankNews.com
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purposes of this article, though, we
will focus on how banks, as building
owners and leaseholders, can lever-
age these benefits.

About the Actual Deduction
Under Section 179D, deductions are
based on areas of energy savings and
total square footage of a building.
The regulation provides commercial
building owners and leaseholders
with a deduction for implementing
energy-efficient commercial building
materials in their buildings between
Dec. 31, 2005, and Jan. 1, 2013. The
deduction is available whether the
respective space is new construction
or already existing and applies to
the year in which the energy-saving
property was made ready for its
intended use. It is divided into three
categories: lighting; HVAC and hot
water; and building envelope.

The maximum deduction of $1.80
per square foot requires a 50 percent
reduction in total annual energy and
power costs (compared to a reference
building that meets the minimum
requirements of American Standard
of Heating, Refrigeration and Air
Conditioning Engineers 90.1-2001),
not to exceed the amount equal to the
cost of energy-efficient commercial
property placed in service during
the taxable year. A partial deduction

of 60 cents per square foot requires a
16-2/3 percent reduction in energy
consumption, and can be achieved
through improvements in one of the
previous three categories (lighting,
HVAC, building envelope).

With recent technological
advances in lighting, as well as the
generally lower costs compared to
the other categories, this deduction
is considered the “lowest hang-
ing fruit.” A partial deduction for
interim lighting affords the bank a
deduction between 30 cents—60 cents
per square foot and requires a 25-40
percent reduction in lighting power
density (50 percent in the case of
warehouses). As many banks have
multiple branches, and this is a per-
building incentive, the deductions
can be quite substantial.

Three-Year Look-Back

What about banks that may have
already made significant investments
in energy upgrades? Fortunately,
the IRS rules allow banks to take
deductions on qualified upgrades
completed during the three prior tax
years. For qualifying institutions,
this is simply found money.

Certification of
Qualified Property

To ensure receipt of expected credits,

the taxpaying entity must certify the
property meets all energy-conser-
vation claims and establish the total
annual energy savings required for
obtaining a partial deduction. The
guidelines provide information about
the software programs that must be
used in calculating these power and
energy expenditures.

Additionally, the property must
be certified as an energy-efficient
commercial building property by
a qualified individual. These indi-
viduals may not be related to the
taxpayer and must be an engineer or
contractor properly licensed in the
jurisdiction where the building(s)
is/are located. The certification
need not be attached to the tax
return, but Section 1.6001-1(a)
of the IRS regulations state that
taxpayers are required to maintain
books and records that would satisfy
investigation into the applicability
of the deduction.

Joseph Winn is the president

of GreenProfit Solutions Inc.,

a sustainability consulting,
certifying and contracting firm.
Contact Winn at 800-358-2901 or
jwinn@greenprofitsolutions.com.

May 2010 BankNews



ON THE BEAT by Liz Wheeler
Want to retain customers? Pay their bills for free

What does it cost to keep a customer? Or perhaps the question might better be
stated how much does it cost to replace a lost one?

Profinium Financial, a $320 million state-chartered bank in the southern
Minnesota community of Truman, is using a twist on a basic banking product to help get
customers so comfortable, it’s hard for them to leave their bank. Profinium offers free
bill-paying services if the customer pays at least three bills per month using their online
program.

“The cost of acquiring new accounts varies widely, depending on what the bank is
offering as an inducement to get customers to open accounts,” said Mark Groves,
Consulting Analytics Manager at Sheshunoff Consulting. “The often quoted range for
acquiring new accounts is $75-$150 per account.

“In regard to retaining customers, we have done some investigation into what the
average account may bring in, in general revenue terms, and we think it may be in the
range of $200-$275 per year. Therefore it is a much better proposition to keep accounts,
which in theory should have a net income stream, versus spending money to acquire an
account,” Groves said.

I’ve had accounts at several banks that offered online bill-paying services, but
none of them were free. Having more time than money, I felt I could buy a lot of 44-cent
stamps for what each bank was charging for the service. I was content to go to my
vendors’ web sites, such as my credit card, and schedule a payment from there for free.

So offering bill-pay as a complimentary service intrigued me, especially since I
knew the bank must be paying for the service. Mike Bissen, chief financial officer at
Profinium Financial, was forthcoming with his answers.

At year-end 2006, Profinium offered the free bill-paying service, but only had 109
customers signed up. “Penetration was really small. We were only doing about 5,600
transactions for the whole year. It just wasn’t getting used,” Bissen said. “We decided if
we’re going to have this product we want people to use it. The other thing we discovered,
in doing research, was the retention of customers was greater if they had bill payment. So
many people don’t want to go through all that work [again].” Profinium also realized
other banks were going to be offering it and wanted to make sure their products and
services were just as attractive, if not more so.

The bank did its due diligence and decided to switch bill-pay providers to First
Data Corporation. At year-end 2009, the bank had more than quadrupled its bill-pay
clients and the number of transactions more than quintupled. “The systems have
improved; the new system is so much easier to use,” Bissen said. “We now have 450
users ... It has become an integral part. We’re picking up about 10 more bill-pay
customers per month.” The bank has about 9,600 customers, so just under 5 percent are
using the service.



“People like it. It’s partly a result of more people using the internet as their
primary banking relationship contact,” Bissen said. “It’s working in our favor at this
point.”

To get increased usage of the program, Profinium offered the service free to its
employees and required them use it. “I have to admit I was one of the converts,” Bissen
said. “I didn’t use bill-pay very often because I did most transactions with my debit
card.” When doing online bill-pay, “I found I could do more things with this than I
thought. You can control [your money] more than having auto payment with the entity
you’re dealing with.”

The service costs the bank $5.95 per user for a monthly bill of about $2,700, but
Bissen feels that’s a small price to pay overall. “In today’s banking environment, it’s so
hard to attract and retain customers” that you don’t want to lose them. “We do feel it’s
well worth it to retain our customers.

“Industry numbers are out there that tell you how much it costs to replace one, so
anything we can do to retain them is huge in our ROI and income. And any time, it’s
much more beneficial to retain a customer who has their primary checking account with
us [as opposed to] a rate-shopper coming in for a CD or high-rate type deposits,” Bissen
said.

Unexpected benefits of the program include how many potential teller
transactions were avoided. Bill-pay now takes care of 25,000 transactions annually. “If
we had 25,000 more proof items, that would have had an impact on our bottom line,”
Bissen said.

While the bank hasn’t done any data mining to track demographics, Bissen said
customers of all ages are using it. “It’s not like it’s just young people,” he said.

The bank doesn’t do a lot of paid marketing of the service or statement stuffers; it
depends on good ol’ fashioned word of mouth marketing, marketing on their web site and
one-on-one contacts with customers. “When people come into the bank to talk with us,
we ask if they have it. When they call in the operations center for account information,
we try to offer that to them,” he said. “We try to do relationship-type enhancements.”

This article was reprinted with permission from the North Western Financial Review and originally
appeared in the May 1-14, 2010 Vol. 195, No. 9 edition.

© NorthWestern Financial Review magazine
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ABA SENDS LETTER TO GEITHNER RAISING CONCERN OVER INCREASING REGULATORY
BURDEN FOR TRADITIONAL BANKS

WASHINGTON — The American Bankers Association sent a letter today to Treasury Secretary Timothy
Geithner maintaining that the regulatory burden faced by traditional banks is reaching a “breaking point,”
and calling on the administration to address the situation.

In the letter, Edward L. Yingling, ABA president and chief executive officer, says that banks were already
subject to thousands of pages of regulations before the financial crisis, but that the regulatory burden
continues to grow. As support, the letter contains a list of 50 new or expanded reguiations that have been
imposed over the last two years, along with a list of 30 new or expanded regulations contained in the
Senate-passed regulatory reform bill.

“There seems to be no consideration of the totality of the burden,” states Yingling in the letter. “It is now
reaching a breaking point. Many community bank leaders are telling ABA that they simply see no future
for their institutions under the mound of regulatory costs they are facing.” Yingling further noted that the
median-sized bank in the U.S. has less than forty employees.

The letter also brings attention to the irony that leaders throughout the Administration, the Congress and
the regulatory agencies continue to call on banks to lend more while simuitaneously increasing their
regulatory burden, which makes it harder for banks to lend.

“If the Administration truly wants to enable traditional banks to increase lending and to continue to support
their communities, business customers, and consumers, the impact of the aggregate regulatory burden

must be addressed,” states Yingling in the letter.

The American Bankers Association represents banks of all sizes and charters and is the voice for the
nation’s $13 trillion banking industry and its two million employees. The majority of ABA’s members are
banks with less than $165 million in assets. Learn more at www.aba.com.
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May 26, 2010

The Honorable Timothy F. Geithner
Secretary of the Treasury

U.S. Department of the Treasury
1500 Pennsylvania Avenue, NW
Washington, DC 20220

Dear Secretary Geithner:

You are, of course, aware of the problems traditional banks have with the growing list of
regulatory burdens. However, while leaders throughout the Administration, the regulatory
agencies, and the Congress continue to express support for traditional banks and concerns about
regulatory burdens, the list just keeps growing and growing. As each new requirement is
suggested, there seems to be no consideration of the totality of the burden. It is now reaching a
breaking point. Many community bank leaders are telling ABA that they simply see no future
for their institutions under the mound of regulatory costs they are facing. Many of these existing
and proposed regulations also restrict or reduce the ability to lend, at a time when the
Administration, the regulatory agencies, and Congress keep encouraging banks to lend more.
For example, new consumer disclosure requirements for mortgages are so complex that many
small banks are exiting the business.

Two years ago, banks were already subject to thousands of pages of regulations. To try
to give government leaders a perspective on what is occurring, ABA has developed the two
attached lists: fifty new or expanded regulations imposed over just the last two years alone; and
thirty new or expanded regulations in the Senate-passed regulatory reform bill. Some of these
are more onerous than others; not all of them apply to every bank. But the crushing burden on
every bank is quite apparent from the list. The median bank in this country has fewer than forty
employees. These eighty new regulatory requirements mean that there are two new requirements
for every employee in the median-size bank. Furthermore, a number of these contain very
significant litigation risk. This is simply out of control.

Furthermore, these eighty new regulatory requirements are coming at a time of obvious
financial stress and at a time when, as you have noted, regulatory examinations are also putting
severe requirements and stresses on traditional banks.

Mr. Secretary, if the Administration truly wants to enable traditional banks to increase
lending and to continue to support their communities, business customers, and consumers, the
impact of the aggregate regulatory burden must be addressed, both in the context of the pending
legislation and more broadly. ABA would welcome the opportunity to discuss this critical
situation with you.

Sincerely, 2l

A

Edward L. Yinglifig

1120 Connecticut Avenue, NW | Washington, DC 20036 | 1-800-BANKERS | aba.com
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RECENTLY IMPOSED REGULATORY BURDEN

The banking industry already is in the midst of one of the most radically transformational periods in its
history — even if Congress never passes any regulatory reform legislation. Below is a list of 50 new
burdens that have been imposed on the industry over the past two years. The rules described below, and
the many more that are on the drawing boards, are imposing daunting new burdens on almost every facet
of operating a bank. As Congress and the regulators consider new initiatives, they would do well to keep
in mind the reform already well underway and the enormous new burdens that are being piled on almost
literally every day.

Accounting
1. FAS 166/167 Impact on Regulatory Capital. Banks have to consolidate on their balance sheets
securitized assets that previously were treated as off-balance sheet exposures. (Effective
1/1/2010). (Effective for fiscal years beginning after 11/15/2009)

Application Security
2. OCC Application Security Guidance. National banks must implement enhanced security risk
assessment and mitigation processes, especially for Internet-based applications. (Issued
5/08/2008)

Armored Car Service
3. FINCEN Ruling FIN-2009-R002. Banks have to obtain new information on the driver of an
armored car service that contracts with the bank’s customer to bring currency to the bank.
(Effective 7/2/2009)

Bank Deposit Insurance
4. Large-Bank Deposit Insurance Determination Modernization. Large banks must give the FDIC
deposit account and other customer information if the bank fails and allow the FDIC to place
holds on accounts. (Effective 2/19/2010)

Capital
5. Asset-backed commercial paper. Certain consolidated asset-backed commercial paper are to be
included in risk-weighted assets and consolidated for risk-based capital purposes even if not
consolidated for accounting purposes. (Effective for fiscal years beginning after 11/15/2009)

6. SBA loans. Banks participating in the SBA loan program that sell the guaranteed portion of loans
to third parties with recourse have to wait until the recourse period ends before they can recognize
the sale. Banks also must hold capital during the recourse period. (Effective for fiscal years
beginning after 11/15/2009)

Check processing
7. Consolidation of processing centers. The Federal Reserve consolidated all check processing and
eliminated “non-local” holds on checks, requiring banks to revise and make operational changes
in check hold procedures and systems. (Effective 2/26/2010)

Corporate Governance
8. Say-on-Pay for TARP Recipients. Say-on-pay is required for SEC registrants that are TARP
recipients in proxies solicited during the period in which any obligation arising from financial
assistance provided under the TARP remains outstanding. (Effective 2/18/10)
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9. Proxy Disclosure. Banks that are SEC registrants will have to provide significant new disclosures
regarding the compensation and governance structures of banks. (Effective 2/28/10)

10. Compensation Plans. Banks have to demonstrate how incentive compensation plans do not
encourage excessive risk. (Published 10/27/2009)

Correspondent Bank Concentration Risks
11. Guidance on Correspondent Concentration Risks. Banks with correspondent relationships that
exceed specified thresholds will be required to have heightened risk management controls,
including new tracking and monitoring requirements. (Effective 5/4/2010)

Credit Cards
12. FRB Final Rule amending Regulation Z (Truth in Lending). Banks have new substantive
requirements and disclosures for open-end consumer credit. The changes affect fees, rate

changes, and the marketing and issuing of credit cards to consumers under age 21. (Effective
2/22/2010)

FACT Act
13. ID Theft Detection Guidelines. Creditors have to establish reasonable policies and procedures to
implement ID theft guidelines, including performing a risk assessment, training staff on
identifying red flags, and verifying the legitimacy of address changes. (Effective 11/1/2008)

14. Affiliate marketing. Banks must permit consumers to opt out of affiliate marketing. (Effective
10/1/2008)

15. Risk-Based Pricing Notice. A bank must give consumers notice if it uses a credit report to
provide credit on terms that are materially less favorable than the most favorable terms available
to a substantial proportion of consumers. (Effective 1/1/2011)

16. Accuracy and Integrity Guidelines and Regulations. Banks must identify patterns, practices, and
activity that compromise the accuracy and integrity of consumer information they provide to
credit reporting agencies, ensure the accuracy and integrity of information, and correct inaccurate
information. (Effective 7/1/2009)

17. Dispute Resolution. Banks must give customers information on consumer disputes, including
information regarding reinvestigating complaints, the content of direct dispute forms, and banks’
duties after receiving a dispute. (Effective 7/1/2010)

Flood Insurance
18. Revised Interagency Questions and Answers Regarding Flood Insurance. Banks have to review
and revise their flood insurance policies, procedures and controls for: (1) loans, participations,
and syndications, and (2) resolving flood zone discrepancies. (Effective 9/21/2009)

Gift Cards
19. Amendments to Regulation E. Issuers of consumer gift cards may not charge dormancy,
inactivity, and service fees unless certain conditions exist, and the gift cards must not expire for
five years. Issuers have to give fee disclosures and contact information enabling consumers to
obtain fee information or replacement cards. (Effective 8/22/2010)
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