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Banks to cut overdraft, NSF fees
Response to market pressures
BY ALISON BENNETT

F

inancial institutions including Wells Fargo & Co. and Bank
of America Corp. are cutting overdraft and nonsufficient
funds fees in 2022 as competitive pressure mounts from
neobanks and regulators seek to increase their oversight
of the issue.

Several other banks announced changes to their fees in January and
February, including Truist Financial Corp., First Interstate BancSystem
Inc. and First Citizens BancShares Inc. These alterations could carry a
significant price tag.

The banks are responding to the popularity of neobanks, which have
amassed large valuations and tout accounts without fees. Officials
from Wells Fargo and several other financial institutions said they are
willing to sacrifice millions of dollars in fees to keep their customers
and address concerns raised by regulators, including the Consumer
Financial Protection Bureau.
"This is a competitive marketplace," Wells Fargo President and CEO
Charles Scharf said. "We continue to review our capabilities and
pricing with the goal of providing value to our customers."
Price tag
The elimination of nonsufficient funds, or NSF, fees and the reworking
of overdraft fees, among other changes to benefit customers, will cost
Wells Fargo about $700 million annually, according to CFO Michael
Santomassimo.
While overdraft fees themselves will not be a thing of the past, help
related to those fees is on the way, Scharf said.

prevents transactions from causing the
account's balance to fall below zero.
"Long-term, this is a win-win for all of
our stakeholders as we’ll increase client
acquisition, particularly next-gen clients,
enhance deposit growth and simply
improve the overall client experience,"
said CEO William Rogers Jr.
At the same time, he said, overdraftrelated revenue will drop by
approximately $300 million, or by about
60%, by 2024.

Alison Bennett is a Credit
Union and Community Bank
Reporter at S&P Global
Market Intelligence, an ACB
Preferred Services Provider

Regulatory scrutiny
In addition to competitive pressures,
banks are facing enhanced efforts from
the CFPB, which launched an initiative to
examine these fees, seeking information from consumers, state
banking officials, nonprofit organizations and others.

"We are certainly evaluating all of our offerings and … keeping an eye
on all of the changes in the regulatory environment," said Joseph
Sutaris, CFO at Community Bank System Inc. "If we modify practices
going forward, for forward draft outcomes, we potentially could go
backwards in terms of the revenue line item. But I think we have the
ability to make up some of that in other areas of deposit service fees."
Looking ahead, several other banks said they are planning to
implement changes to reduce overdraft and NSF fees.

The bank will make direct deposits available two days in advance.
Wells Fargo also will provide customers an additional 24 hours after
they otherwise would have been charged for an overdraft, the CEO
said.

"In the coming weeks, you’ll also see an announcement from us on
overdraft policy," said BankUnited Inc. President and CEO Rajinder
Singh. "We look at our overdraft policies. They're already very, very
customer-friendly … That’s not how we make a living. And we're
basically just walking toward eliminating customer overdraft. It's a
rounding error."

"So our overdraft fees will go down, but we’re still going to be
providing the overdraft product and we’ll still be charging for it," he
said.
However, Santomassimo said the revenue drop may be partially offset
by other fees due to higher levels of activity as well as the expiration of
various fee-related waivers that were in place in 2021.

The banking landscape is a key factor for Huntington Bancshares Inc.,
according to CEO Stephen Steinour.

Bank of America also plans significant reductions that carry a big cost.

"Obviously, with what the industry is doing and [its] pivot in the last
month or so, we're watching that closely, and we would expect to
react to that, and we'll communicate that going forward," he said.

Among other "sweeping changes," the bank will eliminate NSF fees
and drop the overdraft fee from $35 to $10, according to President &
CEO Brian Moynihan.

According to CFO Zachary Wasserman, the bank is considering changes
that could reduce net fees by approximately $16 million by the fourth
quarter. He gave no specifics as to those changes.

While the new approach is "a big win for our clients," Moynihan said,
he acknowledged the bank’s income will take a hit. The fees accounted
for about $1 billion in revenue in 2021, and that figure is expected to
drop by 75% "over the next year or so," he said.

"I would highlight that, notwithstanding that impact, we do expect to
see continued growth on the overall fee line," Wasserman said.

Broad alterations are expected at Truist, which plans to create Truist
One Banking with checking accounts that have no overdraft fees,
among other help for clients.

In the meantime, the bank will discontinue certain fees for all existing
accounts, including for overdraft protection, negative account
balances, and returned items. In general, overdraft protection
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CFPB

is currently
scheduling Small
Business Fair Lending Reviews at
financial institutions of all sizes,
with a strong focus on pandemic
lending practices. We explore what
to expect and how to prepare.
Small businesses are the lifeblood of local economies and communities
across the US—and fair and equitable access to credit is critical to
sustain these businesses. Even prior to the pandemic, the Consumer
Financial Protection Bureau (CFPB) began to focus on small business
lending and servicing activities at some of the country’s largest banks.
Then came COVID-19. Small businesses across the country were severely
impacted by the pandemic—many were temporarily shut down while
others permanently closed.

What can you expect from Small Business Fair Lending Reviews:
• Three to six months in advance of the exam, the CFPB will
request data on small business lending, including
originations, credit cards, mortgages, etc.

•

Examiners will conduct comparative file analysis using
what the economists provide them
ACOMMUNITY BANKER
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•

Examiners will use proxies like geographic location and
surnames

•

If modeling is used, they will look closely at models and
validations

•

Most of the egregious issues have been related to policy,
not documenting exceptions

•

They will take a close look at the geographic dispersion of
loan activity

2.

Conduct loan underwriting and pricing fair lending analysis using
proxies such as names and surnames for race, sex and ethnicity

3.

Remediate any identified issues and report the results to the Board
and Senior Management asap

4.

Review small business policies and procedures to ensure that fair
lending risks are adequately addressed including:

Small Business Fair Lending Reviews
CFPB is currently scheduling numerous Small Business Fair Lending
Reviews at large banks—building on the pre-pandemic work that had
already begun—as well as with many other financial institutions,
including community and midsize banks. PPP is clearly under the
microscope in these reviews, especially regarding disparities in how
customers were treated and any barriers to protected classes. Yet
despite this focus, formally defined guidance and processes are not yet
available to the examiners or the industry. As a result, these reviews are
currently a work in progress—they are learning as they go.

Data will be used by CFPB economists to select focal
points for the examiners to review

Examiners will focus on pricing and underwriting—any
discretion in underwriting and pricing and how are
exceptions were documented

Preparation is key when it comes to CFPB Small Business Fair Lending
Reviews
Here are four steps to take now:
1. Conduct a small business fair lending risk assessment that considers
the types of loans offered, the geographic distribution of loans, loan
underwriting and pricing processes and loan servicing

The Pandemic Fallout
The Paycheck Protection Program (PPP) and the CARES Act provided
financial relief through funding and forbearance programs; however,
regulators are now working to ensure that small business were treated
fairly by creditors during the pandemic and that these relief programs
were provided in a non-discriminatory manner. In other words, Small
Business Fair Lending has become a priority for CFPB.

•

•

•

Processes for taking and evaluating small business loan
applications including what credit data is required and
how it is considered

•

Clear and consistent underwriting and pricing standards

•

Limits to and circumstances under which underwriting
and pricing exceptions are allowed

•

A requirement to document underwriting and pricing
exceptions

•

Use of models and validation requirements

•

How exceptions are reported

•

Monitoring processes

BHG Bank Network, powered by BHG Financial, is constantly looking for
new and innovative ways to serve our clients, and RMSG will play a key
role in the success of our banks beyond building their loan portfolios.
RMSG is setting the standard across the industry, offering top consulting
firm talent with the speed, precision and affordability that today's
community banks require to stay ahead of regulatory changes.
|
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Adjustable Interest Rate (LIBOR) Act:
Key Information for Lenders
BY ANN CAROL FARMER

O

n March 15, 2022, the
Adjustable Interest Rate
(LIBOR) Act (the “LIBOR
Act”) was enacted as part of the
Consolidated Appropriations
Act of 2022. The LIBOR Act aims
to reduce uncertainty and
provide a clear process for
replacing LIBOR in existing
contracts following its
anticipated discontinuance on
June 30, 2023.
The LIBOR Act broadly applies to any contract, agreement, instrument,
or other obligation which uses any of the overnight one-month, threemonth, six-month, or 12-month tenors of the U.S. Dollar LIBOR for the
determination of interest and (i) does not identify a specific
replacement following the discontinuance of LIBOR or (ii) does not
identify a person with the authority, right or obligation to determine a
replacement rate, referred to as a “determining person” under the
LIBOR Act.
On the first London banking day following the discontinuance of LIBOR
(the “Replacement Date”), affected contracts will automatically shift to
a replacement rate selected by the Board of Governors of the Federal
Reserve System (the “Benchmark Replacement”). Moreover, this
automatic shift will also apply if an agreement identifies a determining
person, and such person has not selected a replacement rate by the
Replacement Date. The Benchmark Replacement will be based on the
Secured Overnight Financing Rate (the “SOFR”), provided, the Federal
Reserve will identify which version of the SOFR will apply to contracts
and agreements under the LIBOR Act.

LIBOR for purposes of the Truth in
Lending Act and regulations
promulgated thereunder.
Additionally, the LIBOR Act provides
insulation from liability arising out
of the selection or use of the
Benchmark Replacement, the
implementation of the Benchmark
Replacement into existing
contracts, and the determination of
conforming changes to contracts,
apart from consumer loans. Such
selection, implementation, and
Ann Carol Farmer is an
determination will not (i) be
Associate Attorney at
deemed to impair or affect the right
of any person to receive a payment, Quatelbaum, Grooms, Tull,
PLLC, an ACB Preferred
or to affect the amount or timing of
Services Provider. She can be
such payment, under any LIBOR
reached at
based contract, (ii) have the effect
afarmer@qgtlaw.com.
of discharging or excusing
performance under any LIBOR
contract for any reason, claim, or defense, (iii) give any person the right
to unilaterally terminate or suspend performance under any LIBOR
contract, (iv) constitute a breach of any LIBOR contract, or (iv) void or
nullify any LIBOR contract.
The LIBOR Act supersedes any similar state or local law, and for
contracts subject to the Trust Indenture Act of 1939 (“TIA”), the LIBOR
Act amends Section 316(b) of the TIA to provide that the right of any
holder of any indenture security to receive payment of the principal of
and interest on such indenture security shall not be deemed to be
impaired or affected by any change occurring by the application of the
LIBOR Act to any indenture security.
It is important to note that the provisions of the LIBOR Act are not
mandatory. Lenders and borrowers have the freedom to establish their
own replacement rate and specifically agree to exclude a contract from
the provisions of the LIBOR Act; however, these agreements would not
be protected by the safe harbor provisions discussed above.
Lenders should carefully analyze their adjustable-rate loans to
determine (i) if the adjustment is based on LIBOR, (ii) how the LIBOR
Act affects their unique LIBOR exposure, and (iii) how, or whether, they
should rely on the LIBOR Act to mitigate risk and facilitate a smooth
transition.

The LIBOR Act also provides a safe harbor for lenders in the transition
from LIBOR to the Benchmark Replacement. Foremost, the LIBOR Act
specifically details that the Benchmark Replacement constitutes (i) a
commercially reasonable replacement for and a commercially
substantial equivalent to LIBOR; (ii) a reasonable, comparable or
analogous rate, index or term for LIBOR; (iii) a replacement that is
based on a methodology or information that is similar or comparable
to LIBOR; (iv) substantial performance by any person of any right or
obligation relating to or based on LIBOR; and (v) a replacement that
has historical fluctuations that are substantially similar to those of
ACOMMUNITY BANKER
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Core 10/ Accrue

DocFox

KlariVis

Business account opening

Compliance

Data and business intelligence

LemonadeLXP
Training and financial education
gamification

Sequretek
Cybersecurity

Senso

Quilo
Instant personal lending

Lead generation for mortgages

Signal Intent

Vero Technologies

Next generation financial guidance

Floor plan lending

Wealth Stack

Unifimoney

Financial wellness inclusion

Investing and money management
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FHLBank Dallas
is proud to support
community bankers
in Arkansas.

Associate
Member

Financial institutions like yours
are the heartbeat of Arkansas communities.
Thank you for making a difference.

Associate
Member
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The Great Escape
The bond market braces for the Fed’s wind-down of its balance sheet
BY JIM REBER

I

f bond investors (you)
were running low on
things to worry about
for the rest of the year, I’ve got
some terrific news: The $9
trillion portfolio owned by our
central bank will begin to
shrink. Soon. And at a feverish
pace, I might add.

What happens if consumption begins
to dwindle as consumers can’t afford
to keep buying goods and services,
and the labor market dries up?

The playbook, 2022-style
What will this time’s great escape look like? For starters, it appears the
amounts that’ll be leaving the party will be much larger even at the
outset. Indications are the number will be around $95 billion, per
month. That could increase, depending on how quickly inflation starts
to behave to the Federal Open Market Committee (FOMC)’s liking.
There’s also the matter of the other mandate, maximum employment.

Where does the Great Escape end? It’s anyone’s guess, particularly
since the Fed is going to attempt a very public, highly complicated soft
landing in the midst of all this. But, if the size of the balance sheet
relative to Gross Domestic Product reverts to the pre-pandemic levels,
it would settle out around $4.5 trillion, around 2026. Fasten your seat
belts.

At the moment, the overriding
concern is that inflation expectations
are quite high. This has spurred the
FOMC to act, and talk, aggressively to
get prices under control. And there’s a
lot of raw material to work with:
according to Bloomberg, the Fed owns
fully one-fourth of all Treasury
securities, and an astonishing 40% of
Jim Reber is president and
the agency mortgage-backed
CEO
of ICBA Securities, an
securities (MBS) market.

ICBA subsidiary and ACB
Preferred Services Provider.
You may connect with Jim at
(800) 422-6442 or
jreber@icbasecurities.com.

Three wind-down strategies
When you get right down to it, there
are only three ways to get rid of a
bunch of bonds. They are determined
We’re into new territory for a number of reasons. The most obvious is by when the bonds will mature, how
that the mountain is double its size the last time a wind-down started. quickly the investor wants to get rid of them and how much runoff is
Another reason is that inflation, in case it’s escaped your notice, is at a desired. (For all investors that are not central banks, the market gain or
40-year high. Still another is that consumers no longer believe that
loss contained in the portfolio can impact which strategy is employed.
prices will get back into their 2%-per-year box they’ve been confined to It’s irrelevant to the Fed.)
for the better part of a decade. So, this high-wire act has some drama
attached.
First, the investor can simply not reinvest all the proceeds that are
running off. In the case of the Fed, over $2 trillion will simply mature in
The old playbook
the next two years, so if the objective is to shrink by around $1.1 trillion
Way back (hyperbole) in 2013, then-Fed Chairman Ben Bernanke
per year, it will buy some, but not all, of what is rolling off. Secondly, if
announced the last unwinding without much warning, and begat the
it wants to speed up the timetable, the Fed can reinvest none of the
Great Taper Tantrum. Bond yields rose a lot, even though the Fed’s
proceeds. Both cases are examples of passive Quantitative Tightening
balance sheet didn’t actually start to shrink for several years. And even (QT).
when it did, it was a very gradual process.
The third, and potentially the most market-changing, is to actively sell
For example, the initial amounts in 2018 that rolled off were pegged at some of the holdings. It’s been a while since the Fed used this
$10 billion per month. That’s a lot of zeros by most everyone’s
technique, as all of the runoff back in 2018–19 fell under the passive QT
reckoning, but were small enough to be the equivalent of, as then-Fed label. One reason this option has been floated is that most of the cash
Chairman Janet Yellen said, “watching paint dry.” And, while the
flow from its MBS holdings is from prepayments of loans, and since
monthly caps eventually rose to $50 billion, the market by and large
mortgage rates have skyrocketed this year, very few homeowners can
shrugged off the wind-down. To be sure, rates rose in absolute terms
now benefit from refinancing. So, actually selling some securities into
between 2016 and 2018 as the Fed hiked a total of 10 times, but there the open market could be in play, and a seller of the Fed’s scale could
were very logical and measured market reactions to these events.
certainly affect the market.
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SBA launches new training options
for small businesses
BY EDWARD HADDOCK
T.H.R.I.V.E. Emerging Leaders Reimagined
T.H.R.I.V.E. stands for Train. Hope. Rise. Innovate. Venture. Elevate an executive-level training series
SBA recently announced the launch of T.H.R.I.V.E. Emerging Leaders
Reimagined which provides complimentary entrepreneurship
education and training for executives of high-performing small
businesses. Over a period of six months, this intensive executive
entrepreneurship training series includes in-person coaching, selfpaced instruction, mentoring, and classroom time. The program allows
participants to work with a network of experienced subject matter
experts in core business topics like accounting, business strategy,
marketing, and human resources customized for the unique needs of
small business owners.
Eligibility and requirements
T.H.R.I.V.E. Emerging Leaders Reimagined is an executive-level training
series intended to give ambitious small business leaders a challenging
opportunity to accelerate their growth through targeted training.
T.H.R.I.V.E. Emerging Leaders Reimagined revolutionizes the rich
history of executive-level training for small businesses poised for
growth.
The Office of Entrepreneurial Development is committed to
transforming our learning ecosystem to be timelier, and more relevant,
and to meet small businesses where they are right now. We embody
this approach with T.H.R.I.V.E. Emerging Leaders Reimagined.
This training is not for start-ups or people who are thinking about
starting a business. T.H.R.I.V.E. Emerging Leaders Reimagined
advanced training series is open to small business owners and
executives that:
Have annual revenues of at least $250,000
Have been in business for at least three years
Have at least one employee, other than self
Training Highlights
• Mentoring
• In-person coaching for C-level executives
• Self-paced instruction with demonstrated business
sustainability
• A hybrid model that includes virtual and classroom
sessions held in Little Rock AR
• Micro-sessions customized for small businesses’ unique
needs
• Experienced subject matter experts
• Removing the one- size fits all model in exchange for
engagement, problem-solving, and peer-to-peer
interaction within the cohorts
Benefits of Participation
The program allows participants to work with a network of
experienced subject matter experts in core business topics. In
addition, the new 2022 format promotes an eco-system of business
connections among business peers, government leaders, and the
financial community. As a result, T.H.R.I.V.E. Emerging Leaders
Reimagined helps build sustainable businesses that promote economic
ACOMMUNITY BANKER
RKANSAS
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development within their
communities.
Additionally, entrepreneurs
produce a three-year strategic
growth action plan with
benchmarks and performance
targets to access the support
and resources necessary to
move forward.
Since its inception as E-200 in
2008, SBA’s Emerging Leaders
has trained over 5,000 small
business owners, creating over Edward Haddock is the Arkansas
11,000 jobs, generating nearly District Director of the US Small
$1 billion in new financing, and Business Administration, an ACB
Preferred Solutions Provider. You
securing over $4 billion in
may connect with Edward at
government contracts.

edward.haddock@sba.gov

Interested in participating visit
www.sba.gov/thrive or https://sbathrive.com websites for more
information.

SBA announces the Small Business Digital
Alliance partnership
The Small Business Digital Alliance (SBDA), a new public-private cosponsorship between the U.S. Small Business Administration (SBA)
and Business Forward, Inc., published a comprehensive suite of free
resources to help small businesses expand their customer base,
manage their growth, find and retain talent, and enter new markets.
These resources are being provided by some of America’s most
respected leaders in business, government, economic development,
and other aligned spaces. The SBDA previously announced its first slate
of events and national members, including: Amazon, Comcast, Google,
Meta, PayPal, Principal Financial Group, Square (Block, Inc.), TriNet,
Venmo, Verizon, Visa, and ZenBusiness. Since launching, the SBDA has
brought on LinkedIn and Microsoft as national members.

Small businesses can navigate the SBDA national members’ tools and
resources through the library for more personalized learning by
visiting smallbusinessdigitalalliance.com. The library will be updated
monthly with new resources throughout the year.
Resources available to small business owners through the SBDA
library include:
• Tools geared toward establishing a digital presence,
reaching new markets, managing growth, finding and
retaining talent, improving operations, expanding
customer bases, e-commerce, and raising capital;
• Live workshops and curricula tailored to business
leaders’ needs;
• Development and support in accelerating online and
social media strategies; and
• Trainings to assist in accessing and utilizing digital
tools provided by national members.
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Arkansas Banks Finish 2021 in Strong Position
BY CARL WHITE

U.S.

commercial banks
continued their bounce
back from pandemic-related challenges
in 2021, recording satisfactory levels of
earnings and asset quality measures
well above industry benchmarks. Banks
in Arkansas fared better too, with
profitability, asset quality and
regulatory capital ratio averages largely
in line with national peers.
Despite a slight dip between the third and fourth quarters of 2021,
return on average assets (ROAA) for U.S. banks increased a robust 51
basis points from its year-end 2020 level to 1.22%. Arkansas banks
fared even better, with average ROAA increasing from 1.18% in 2020 to
1.55% in 2021.

Performance Metric

2020:4Q

2021:3Q

2021:4Q

ROAA

1.18%

1.65%

1.55%

NIM

3.64%

3.43%

3.42%

Loan Loss Provision/
AA
Noninterest Income/
AA
Noninterest Expense/
AA
Nonperforming Loan
Ratio

0.48%

-0.08%

-0.06%

1.42%

1.41%

1.36%

2.81%

2.60%

2.64%

0.72%

0.53%

0.49%

Tier 1 Leverage Ratio

10.93%

11.10%

SOURCE: Reports of Condition and Income for Insured Commercial Banks (Call Reports).

Provisions Reversal Provides Earnings Boost
For a number of banks, one of the biggest contributors to the
improvement in earnings in 2021 was the sharp reduction in—and in
some cases, reversal of—loan loss provisions. Loan loss provisions were
ramped up significantly in early 2020 at the start of the pandemic,
when the economy shut down and massive loan losses were feared. As
pandemic-related programs like the Paycheck Protection Program
(PPP) bolstered consumers and businesses and economic conditions
improved, banks began to unwind some of the precautionary measures
they had taken in anticipation of losses.
For U.S. banks overall, loan loss provisions as a percentage of average
assets declined 77 basis points between year-end 2020 and year-end
2021, falling from 0.64% to -0.13%; in aggregate, then, 2021 provisions
added modestly to banks’ net income rather than subtracting from it.
Provisions also fell significantly at Arkansas banks. For 2021 as a whole,
the average loan loss provision ratio in Arkansas dipped to -0.06%.

RKANSAS

Asset Quality, Capital and Liquidity
Loan quality, as measured by the
percentage of loans 90 days or more
past due or in nonaccrual status, also
continued to improve throughout
2021. The nonperforming loan ratio
for all U.S. banks declined 6 basis
points during the last quarter of the
Carl.White@stls.frb.org
year to 0.89% and was down 30 basis
points from its year-ago level. The
same pattern is observed in Arkansas,
where the nonperforming loan ratio declined 23 basis points in 2021,
remaining well below the national average. Despite the economic
hardship brought about by the pandemic, nonperforming loan ratios
stayed well below those of the last several recessions and near historic
lows.
Banks, including those in Arkansas, remain well capitalized.1 The
average tier 1 leverage ratio at year-end 2021 stood at 8.71% for U.S.
banks overall and 11.22% in Arkansas.

11.22%

ACOMMUNITY BANKER

The loan loss provision reductions
masked continued weakness in net
interest margins. Although steady
between the third and fourth
quarters of 2021, the average net
interest margin (NIM) at all U.S.
banks has declined steadily from its
last peak in early 2019. Nationally,
the average net interest margin fell
26 basis points to 2.49% in 2021. The
average NIM at Arkansas banks
declined by a similar amount. Higher
loan demand and interest rates will
likely lead to improvements in
margins in coming quarters.

|

Liquidity levels remain strong and continue to be elevated. Average
loan-to-deposit ratios nationally and in Arkansas are still well below pre
-pandemic levels, indicating ample room to support increased loan
demand.

What’s Next
U.S. banks, including those in Arkansas, are healthy and well positioned
to finance increases in loan demand. They weathered the pandemic,
receiving assistance from government programs that financed loans to
strapped customers and provided payments to consumers that helped
boost deposit balances.
Notes and References
1

Banks are subject to four regulatory capital requirements. The minimum
tier 1 leverage ratio requirement is 5%. Community banks—those with
average assets of less than $10 billion—have the option of complying with
one standard rather than four. That standard is called the Community Bank
Leverage Ratio (CBLR). Provided they meet other requirements, community
banks that maintain a CBLR in excess of 9% are considered adequately
capitalized for regulatory purposes. During the pandemic, the standard was
temporarily reduced to 8%. The vast majority of the nation’s banks are
community banks.
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4 Ways to Create Work-From-Home
Accountability with IT
BY THOMAS H. DOUGLAS

COVID-19

has shifted how we
work in permanent
ways. More people
are working from home full- or part-time. We believe this is good for
organizations. It’s an opportunity to enhance culture, provide more
options for recruiting talent, and help individuals achieve a better life
balance. And for many businesses, this shift has become mandatory
because top talent will likely consider a different workplace should a
work-from-home (WFH) option not be available.
For years, JMARK has used a remote-work strategy for many
employees, because we know that talent is more important than
location. We have not had any loss of productivity, teamwork is a
cornerstone of our culture, and we were recently named one of the
Top Places to Work in Springfield. But I know that some organizations
are struggling to figure out how to maintain quality work performance
and accountability with remote workers. Below are four of the best
ways to ensure your organization has the accountability necessary to
work in a remote or hybrid environment successfully.
1. IT design: The first step in laying the foundation for successful
remote work is to design your IT so that the necessary tools,
applications, and resources are available to users no matter where they
are. In order to maintain security and safety for the business, this must
be done by an IT professional. Application delivery, VoIP phone
systems, file sharing, forms, templates, and documents all need to be
configured to provide high levels of productivity as well as maintain
security, so there is no data or intellectual property loss. This will
involve setting up a virtual private network (VPN) and possibly a
remote desktop environment and a file-sharing solution like OneDrive,
Dropbox, or other cloud-based solutions. Encryption should also be
used on every mobile device to help protect information should the
device be lost or stolen.
2. Collaboration tools: As a part of supporting and driving
accountability in a WFH environment, each organization needs to
select the tool (or tools) it will use to hold video calls, one-on-one
meetings, team meetings, and full-company gatherings. At JMARK, we
chose Zoom and Microsoft Teams after testing multiple options.
Consistently using the same platform allows everyone to know how to
jump on a call when needed and does not inhibit users from being
productive. Face-to-face interactions are critical for accountability and
relationship building. In addition to video calls, we highly recommend
a collaboration platform such as Workplace from Meta. This will help
your users know how and where to find necessary information about
what is happening in the organization, including information specific to
a given location, division, or team. Company notices, events, and
activities can be easily shared with office staff as well as frontline
workers. There are also integrations to record and maintain meeting
recordings.
The next tool every organization needs to have in place is a chat
application. We use Workplace from Meta for this, but there are many
options available. Chat is critical to high productivity and accountability
for any organization running in a hybrid environment. In fact, in today’s
work environment, this remains true even if everyone is in the office.
Chat allows for quick communication for simple matters and will help
ensure people are available during their respective work hours.
Leaders can use chat to easily check in with their team, answer
questions, and resolve issues.
ACOMMUNITY BANKER |
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Along with a chat application, it is also
essential to have good calendar
management. With Microsoft Outlook’s
calendar sharing, each user can check a
teammate’s availability to make sure they
are not interrupting them. Clarity goes hand
-in-hand with accountability.
3. Company and team cadence: The next
crucial step is to design a routine or
schedule, so every employee knows what is
expected and what is occurring, even when
Tom Douglas is Chief
not in the office. For JMARK’s teams, this
routine most often involves a daily morning
Executive Officer at
standup of about 10-15 minutes. The
JMark Business
agenda varies but usually consists of each
Solutions, an ACB
team member giving a quick summary of
Associate
Member. You
accomplishments from the day before,
sharing areas of focus for the current day,
may connect with Tom at
and identifying any impediments to
Tom@JMARK.com
progress. This helps the entire team stay
aware of the work being performed and can help resolve any issues.
There may also be a review of metrics to ensure productivity is as
expected or better. These meetings should be structured so that they
can be successfully performed no matter where people are located.
Someone should take notes (a rotating responsibility) so that if
someone misses a standup, they can catch up on important
information. Additionally, divisions, departments, and full-company
gatherings should each have their own cadence, using the right tools to
support in-person and remote attendance.
4. Work production tools: To create accountability, each
organization should have tools in place that ensure work is getting
done and progress/outcomes can be measured during one-on-one
meetings. For JMARK, this is done through our ticket management
system, project management tools (such as Trello), accounting tools,
and other applications that vary by team. By listing out work to be
done with a timeline of outcomes and then measuring production
against expectations, everyone is aligned for success. Additional tools
that can help an organization measure performance include reports
from phone systems (inbound and outbound), CRM systems, business
intelligence tools, dashboards, and more. The objective is to set clear
expectations, have the tools in place to record production, and then be
able to report on the outcomes.
Additionally, when accountability is maintained through a team
environment, individuals do not have to be “managed” or feel like they
are under a microscope. Good people want autonomy and should be
given the freedom to do their best work. With the right tools in place,
this can be achieved, and your organization can ensure high
productivity.
Conclusion
There are significant advantages to remote work for organizations and
their employees, including increased employee satisfaction and
retention. With the right tools, cadence, and IT design, remote workers
can be just as productive and accountable as their in-office
counterparts.
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Your technology needs are critical to your
bank. Allied’s approach is simple. We
implement a set of best practices that help you
run your organization more efficiently while
reducing risk. Don’t just take our word for it.
Allied is consistently ranked as one of the top
service providers in the country.
Allied is redefining IT Professional Services.
Schedule an executive meeting with us today!
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FLOURISH
“Everything feeds into the customer experience, and
that ability to meet and exceed customer expectations
is what distinguishes us as community bankers.”

REBECA
ROMERO
RAINEY

ICBA President and CEO.
ACB is the ICBA state affiliate.
@romerorainey

“All in.” That phrase echoed throughout
ICBA LIVE this year, and it’s an expression
that I have fully embraced. Because it’s
more than a saying; it’s a rallying cry for
community bankers. Being all in means
we put the needs of our customers and
our communities first, in three distinct
ways:
1. We design “wow” moments.
Everything feeds into the customer
experience, and that ability to meet
and exceed customer expectations is
what distinguishes us as community
bankers. We constantly ask ourselves
how we can get to <i>yes<i> for our
customers, not taking no for an
answer. That resilience creates
moments of customer surprise and
delight—when we help them realize
their dreams by going that extra mile.
2. We support our customers’ financial
life stories. A community banker is on
a journey with their customer,
through the ups and downs of life. For
example, an agricultural farmer may
have one season of good and
productive crops and a drought in the
next one, leaving them in need of a
different sort of bank support. Being a
community banker means that we’re
not looking at this experience as a
single season. We see it as a full cycle.
The relationship we’ve created offers
us the opportunity to support that

customer through the good and the
bad, the challenging and the easy, and
to meet their needs based on where
they are on their path.
3. We create a culture of connection. In
a community bank environment, you
see first-hand that banking is not
about transactions but about the
people behind them. When you get a
direct call from someone in your
community who has a question or
needs your support, you have a desire
to carry the request all the way
through to its natural conclusion.
Because it’s not just a call; it’s a
relationship. That passion stems from
the culture, training and perspectives
within the bank. It is who we are as
community bankers.
This “all in” philosophy demonstrates
precisely what it means to be a
community banker. In fact, as we dive into
this month’s issue and read the stories of
the standout banks that are this year’s top
performers, one common thread arises:
They are all in—for their teams, their
customers and their communities.
And at ICBA, we’re all in for you. We will
continue to advance our mission in
advocacy, education and innovation to
ensure communities nationwide have
access to community bankers—the
bankers who will be all in for them.

Where I’ll be this month
We have our ICBA Capital Summit in Washington, D.C., the first week of May, and
then I’ll be attending the Mississippi Bankers Association Convention and the
Louisiana Bankers Association Convention later in the month.
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From the Board Room

Should your organization have
mandatory retirement?
BY PHILIP K. SMITH

S

But the reality is that those are difficult
conversations. So, if you are willing to
admit the difficulty of those kind of
Philip Smith is President &
discussions and you acknowledge the
CEO
of Gerrish Tuck Smith,
difficulty your organization would have in
conducting those discussions or that type an ACB Associate Member.
You may connect with
evaluation, then the answer is yes, you
Philip at
need mandatory retirement. By far, it
(901) 767-0900 or
may not be the best mechanism for
psmith@gerrish.com.
director succession but it sure is an
effective one that draws a clear line in the sand. But, you know what
often happens? We take a clearly defined standard that has been
previously approved by the Board of Directors and when it comes time
to use it, we get “weak in the knees”. So, the board decides to make a
one-time exception for that director who has finally reached the
mandatory retirement age since she is still very sharp and an active
contributor to the board. We cannot lose her wealth of knowledge and
information and long history of knowledge of the organization just
because she has reached a certain age. So, we make an exception for
her. Most of the time that exception is 100% warranted. The problem
is when the next director who does not possess the same sharp mental
faculties reaches retirement age, in order to be “fair”, we let them stay
on the board as well. This practice then negates any mandatory
retirement and our process of promoting “fairness” repeats itself over
and over to the point that we have no clearly defined director
succession plan and we are not following good corporate governance
practices.

hould your organization have
mandatory retirement? We have
two responses for you. Yes and no.
Which answer is right for your organization
depends on what else the organization
does. Maybe we should boil it down this
way: every organization needs to maintain
the “best and brightest” as their directors.
That is simple to say. The next logical
question that follows, though, is how do
we determine if we have the best
directors? The easy response is you
evaluate them against the list of job
requirements or director expectations that
you have developed for them, you address
with them each year where they have
fallen short and where they have
succeeded, and the board periodically
takes time to update, revise and evolve the
list of expectations. So, see it is simple.

So, we have shown you how the correct answer can be yes or no.
Practically speaking, many boards who have some element of
mandatory retirement often think of it in an entirely wrong way. In
essence, the organization begins to think of it as the maximum time
that you can serve unless you die first. You either die or reach the age
requirement. It does not matter if you are really performing well or
not, you are in essence guaranteed your seat until your death or until
attaining the mandatory retirement age. We believe the preferred
process should be looking at mandatory retirement as one item in a list
of minimum expectations for directors. As part of that process, maybe
your organization takes the position that a director can no longer be
elected to serve as a board member if the person is not completing
certain outlined requirements (participating in meetings, maintaining
some minimum director education, attending a certain number of
meetings in person, attempting to refer business to the bank, etc.) or
you have reached a certain age. In either case, you can no longer be
renominated. So, perhaps it is time to rethink how you are using
mandatory retirement, whether you should start reusing it or whether
you need to eliminate using it.

If you have done all of those things then, no, you do not need
mandatory retirement. If a director who is turning 75 can no longer
meet the expectations, then he or she will not be renominated to serve
on the board. However, the same holds true for the 45-year-old
director. If he or she is unable to meet the expectations or fulfill the job
duty requirements he or she will not be renominated. It is as simple as
that. But, for many of you reading this, you do not have that type of
objective evaluation system related to your directors. Instead, many of
our clients allow directors to default to the “fuzzy” standard of “I’ll
know when I can no longer serve or when it is my time and I will
voluntarily elect to not sit for reelection”. Really? Then why do we keep
having these problems over and over in boardrooms? The truth is, at
the point where I am finally willing to admit that I can no longer serve
as an effective board member and I agree not to sit for reelection, the
remainder of the board may have thought that for the past ten years!
It is not an issue unique to your bank. All boards are struggling with this
because all of us want to continue to feel useful for as long as possible.
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Harland - Clarke - Vericast

34

ICBA

26,30

ICBA Bancard

21

ICBA Securities

15,16

IL Group

27

ACB Education

25

JMark

22,23

Allied Technology Group

25

JTS Financial

IBC

Argent Financial Group

13

Lively

38

Arkansas Capital Corporation

8,28

Modern Banking Systems

27

Arkansas Student Loan Authority

14

MPA Systems

32

Bankers Healthcare Group

6,7

Passageways Onboard

12

Bankers Helping Bankers

37

PCA Technologies

14

Bank Strategic Solutions

13

Quattlebaum, Grooms & Tull

9,10

Barret School of Banking

33

Retriever Payment Systems

14

BKD

36,37

SBA

18,19

Celerit

25

SHAZAM

IFC

Center for Financial Training

25

Smiley Technologies

24

Data Driven Partners

27

SouthState Bank

24

Equias Alliance

31

S&P Global

17

Federal Home Loan Bank

13

TCM Bank

37

Federal Protection

24

ThinkTECH Accelerator

11

First National Bankers Bank

OBC

Travelers

5

FIS

14

UFS

24

Gerrish Smith Tuck

29,30

Wallace Consulting

27

The Arkansas Community Banker is published quarterly and read by over 2,500 community bank directors,
CEO’s, presidents and other key management personnel in every community bank and thrift in Arkansas. Other
reader groups include ACB Associate Members and Preferred Solutions Providers, as well as governmental and
regulatory officials at the state and national levels. Each issue of the Arkansas Community Banker is filled with
leading edge information that has a bearing on Arkansas’ banking and financial services industry environment.
The electronic format allows readers to archive issues of the Arkansas Community Banker for future reference.
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Running the Numbers

Special Purpose Credit Programs –
Fair Lending Interagency Statement Explained
BY MEAGAN CLARK

O

n February 22, the Federal
Reserve System, FDIC,
National Credit Union
Administration, Office of the
Comptroller of the Currency (OCC),
Consumer Financial Protection Bureau
(CFPB), U.S. Department of Housing and
Urban Development (HUD), U.S.
Department of Justice (DOJ), and
Federal Housing Finance Agency
released an interagency statement
regarding the use of special purpose
credit programs (SPCP) in accordance
with Regulation B and the Equal Credit
Opportunity Act (ECOA). This statement
reminds financial institutions of the
ability to establish SPCPs to meet the
credit needs of specific classes of
persons in the communities they serve.
The intention of these programs is to
expand access to credit and better
address social needs for the
economically disadvantaged. Examples
include low-income minorities and
minority- or disabled-owned small
businesses.

SPCPs established in accordance with the
ECOA and Regulation B generally do not
violate the Fair Housing Act (FHA)
This affects your institution in that there
are solutions to remedy potential
disparities in access to homeownership in
your market area. Implementation of
SPCPs, in accordance with the ECOA and
FHA, can provide the opportunity to offer
credit in an anti-discriminatory manner
and can be a reflection of your
institution’s efforts to meet the
affirmative provisions within these
regulations if gaps are identified and the
program is established proactively.

HUD’s June 2021 proposal to recodify the
discriminatory effects standard further
emphasizes the benefits of SPCPs. This standard addresses any policies
that may cause systemic inequality in housing by unnecessarily
excluding specific groups of people. An SPCP, in conjunction with the
removal of systemic restrictions in policies, can provide additional
opportunities for credit where standard policies might have previously
created gaps in access.

In addition, if your institution’s denial rates for minority groups when
accounting for underwriting factors reflect a significant disparity, SPCPs
might be a good option to mitigate those gaps. As a recent example, in
October 2021, the CFPB, OCC, and DOJ issued a total of $9 million in
civil money penalties to a financial institution for—among a number of
other factors—the systemic discrimination of applicants and
prospective applicants, which was reflected by its number of home
mortgage applications being 2.5 times less than its “peer lenders” in
one of its metropolitan statistical areas (MSA). The consent order
requires the financial institution to establish a loan subsidy program
that offers loans to qualified applicants on a more affordable basis
when borrowing to purchase properties in this MSA.
With the increase in regulatory focus on consumer protection,
understanding your fair lending risk and identifying areas where your
financial institution is not meeting its market areas’ needs proactively
are key. Regulators’ reminders of the opportunity to establish programs
such as SPCPs serve as a clear indicator that your financial institution
should be critically analyzing its products and creating meaningful
solutions for access to credit in the areas you serve.

The statement also includes the following:

•

References the advisory opinion issued by the CFPB in December
2020 that indicates all for-profit institutions must include a written plan
for the establishment of any SPCPs under the regulation; and
• References the December 2021 HUD guidance that concludes
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Meagan Clark is a
partner at BKD CPAs &
Advisors, an ACB
Preferred Services
Provider. You may
connect with her at
mclark@bkd.com
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