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T hey say the older you get 
the faster time goes, and 

there are several theories as to 
why this is. The Neural 
Pacemaker theory states that 
over time the rate with which 
we process visual information 
slows down, and the amount of 
visual information processed 
correlates to the perception of 
the passage of time. In short, 
the theory goes; while you are 
young you experience a 
plethora of new experiences 
daily, and your eyes, via your 
brain, take tons and tons of 
pictures of these experiences.    
 

As you get older, one’s 
neurological pathways get 
longer, more complicated, and 
you have fewer “new” 
experiences, and because of 
that, your brain takes longer to 
take a “picture,” and there are 
fewer pictures to take. Think of it 
like a movie film, the more 
frames you see per second, the 
slower the scene is (slow-motion 
has more frames per second). 
The less frames per second, the 
faster the scene is. So, a young 
person looks back on a year 
packed with new experiences 
and memories, filed away with 
tons and tons of pictures and is 
likely to perceive the prior year 
being longer than say an older 
individual, like me. The older individual looks back on the prior 
year and “sees” fewer pictures, representing the fewer “new” 
experiences and wonders, “where did the year go?” 
   

ACB would like to invite you to slow the year down and create 
some new memories/pictures and join us for our Bank 
Management and Directors Conference, November 10th, in Little 
Rock. A one-day event with great speakers and time to connect 
with bankers from around the state. We think we have a great 
lineup: A report by the AR Bank Dept., a nationally recognized 
inspirational message by one of Arkansas’ own, a Faster 
Payments update, a Legislative update and more. A one-day 
event completely underwritten by our great sponsors. Zero cost 
for your bank to attend! We look forward to seeing you this 
year. 
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BHG  Financial is 
transforming the 

financial industry—leveraging the 
power of data, analytics, and 
cutting-edge technology to 
become the number one source 
for professional loans and the 
creator of the largest community 
bank network in the country. 
 
In 2001, BHG’s founders set out on a mission to provide professionals 
with a better lending experience—one that was simple, efficient, and 
catered to their unique needs. Built around the belief that hard work 
prevails, BHG quickly grew from a team of three to over a thousand, 
including a specialized group dedicated to working with community 
banks.  
 
To date, BHG Financial has originated more than $11 billion in loan 
solutions to top-quality borrowers, which community and midsize banks 
can access through a state-of-the-art loan delivery platform: The BHG 
Loan Hub.  
 
By purchasing loans through the company’s proprietary and web-based 
Loan Hub, community banks can diversify their portfolios and earn 
interest income. To date, more than 1,450 banks have taken advantage 
of this unique program, earning nearly $1 billion in combined interest 
income on top-quality professional loans. Since 2001, no bank has ever 
taken a loss on the BHG Core Loan portfolio. 
 
Building on two decades of innovation, the BHG Bank Network 
Membership offers a full suite of programs that include the following: 

• Commercial and consumer loans – Diversify your 
portfolio with BHG’s time-tested and proven assets. 
Millions of dollars in top-quality loans are available for 
purchase daily through the BHG Loan Hub. 

• Digital lending – Offer financing to your customers online 
with no additional risk on your balance sheet. Tap into 
BHG Financial for origination and marketing support, and 
earn 2% immediate revenue off the total funded loan 
amount. 

• SBA 7(a) loan referrals – Earn fee income with ease by 
referring small business customers to Fund-Ex Solutions 
Group, BHG’s wholly owned subsidiary. 

• Collection services – Reduce your accounts receivable 

while protecting 
your brand. 
CCMR3 takes an 
empathetic, 
consultative 
approach to 
collections that is 
proven to recover 
revenue. 

• Risk management 
services – Keep 
your bank ahead 
of regulatory and compliance changes by tapping into the 
experience of former regulators from the OCC, CFPB, 
FDIC, Fed, and more. RMSG provides an affordable suite 
of services to help your institution control risk. 

• Point-of-sale financing – Earn fee income by helping 
healthcare providers, home improvement contractors, 
and other merchants in your community grow their 
businesses with customizable financing tailored to their 
customers’ needs. Refer your network to NaluPay. 

 
BHG Financial is neither a true fintech nor a traditional bank—it 
embodies the best of both with top-notch data, analytics, technology, 
marketing, underwriting, compliance, speed, and customer service. This 
combination has led to BHG originating record volume from today’s high
-earning borrowers with top-tier credit scores. 
 
Using $100 billion in loan originations data, BHG Financial has carved a 
niche as a financial quantitative service company, building proprietary 
quantitative analysis models to uncover variables that dictate the risk 
associated with each borrower. This data, combined with over 150 
analysts who joined BHG from top firms based on the strength of its 
models and 50 data vendors from whom BHG purchases additional data 
on a monthly basis, has given the company a unique industry 
advantage—unmatched insight into a borrower’s propensity to pay.   
 
Leveraging this data, BHG’s analytics team works closely with the 
company’s full-service, in-house marketing department to develop highly 
targeted campaigns, resulting in thousands of professionals coming to 
BHG each month looking for financing. 
 
With record growth year after year, BHG Financial continues to be 
recognized regionally and nationally, earning a spot on the Inc. 5000 on 
15 occasions and receiving accolades from Great Place to Work® and 
Fortune magazine, among others. BHG Financial is 49% owned by 
Pinnacle Bank (PNFP), a $39.4 billion asset bank, and has headquarters in 
Fort Lauderdale, FL and Syracuse, NY.  
 
As BHG continues to grow as a company, they look forward to partnering 
with even more banks in the future, so that these financial institutions 
may serve their local communities with a diverse set of innovative 
solutions. 
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A Better 

Lending Experience 
  

 
         BY COURTNEY CALDERWOOD 

For more information about BHG contact 
Courtney Calderwood,  SVP, Institutional 

Relationships. She may be reached at 
315-277-6598 or 

ccalderwood@bhgbanks.com   
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I t is no secret we 
have a major 

workforce crisis on our 
hands. To some it is 
already here. To 
others, the worst may 
be yet to come.  
 
I personally believe this is a problem of our own making and the 
pandemic accelerated the mass re-alignment. For more than 20-years 
we have been measuring employee engagement and getting feedback 
from our employees, but many companies have not committed to a 
sustainable model to improve and maintain a healthy employee 
engagement.  
 
According to Gallup, employee engagement is the involvement and 
enthusiasm of employees in both their work and workplace. And their 
studies for 2021 showed only 32% of employees are engaged in the 
work they are paid to perform in the United States.  
 
Seven out of 10 employees are not fully engaged. How does this impact 
the rest of the team? Engaged employees have higher well being, 
better longevity, lower absenteeism and higher productivity. 
 
Using these four leadership strategies can help you create a “Quit 
Losing Talent” culture.  
 
Strategy 1: Retention 
 
The most overlooked team member in any organization is the fully-
engaged employee. Leaders who dump their time into prodding low 
performers to a higher level and searching for new talent don't realize 
the imbalance of work shoved onto high performers threatens their 
survival on your team. Shift your focus to protect and encourage your 
high performers. 
 
Strategy 2: Attraction 
 
Desperation attracts desperate workers. Development attracts growing 
employees. Desperate job ads only attract desperate employees. Job 
ads focusing on the heart of the high performer will attract a new pool 
of previously unseen talent. Drop the tired and canned job ads to 

attract a higher-level of employee. If 
we commit to a process of developing 
employees as people first and 
workers second, we will attract rock 
stars.  
 
Strategy 3: Activation 
 
The first 90-days of any new 
employee are the most critical for 
them and for you. Unfortunately, 
33% of employees leave within  six 
months. Why? When a new 
employee gets thrown into the job 
and expected to know it all, learn by 
osmosis, or learn by doing; they 
burnout before becoming competent. 
Their inevitable mistakes bring 
criticism from teammates who 
complain or embarrass them. Prevent 
this kind of talent loss by activating 
new hires. 

 
Strategy 4: Release  
 
One of the most important times to grow as a leader of a team is when 
someone turns in their resignation. Leaders who let people walk out 
without understanding the “real” reasons an employee has chosen to 
leave are doomed to keep losing staff. Effective exit interviews, and 
replacement planning processes help leaders learn from every lost 
employee, and pave the way for better outcomes going forward.  
 
What is the solution? Implement a system to Quit Losing Talent. 
Utilizing the 4-Strategies above consistently, making them a part of 
your culture and never wavering from the playbook will help you build 
a winning team.  
__________________ 
 
Harbour Resources has one mission, to deliver excellence in leadership 
and personal growth for leaders and companies seeking to thrive not 
just survive. With a team of leaders from healthcare, banking, and 
entrepreneurial experiences we are equipped to serve organizations 
ready to develop, retain and grow high-performance teams.   
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  Are you Building a 
Quit Losing Talent Culture? 

 
         BY  MIKE HARBOUR 

 
Mike Harbour is President/CEO 
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T he title of this month’s column, 
courtesy of legendary 
songwriter Harlan Howard, 

defined for him what country music is 
all about. Other musicians of the genre 
have offered thoughts on its varied 
messages: heartbreak, regret and 
redemption, to name some of the more 
popular. This sounds like a lot of 
conversations I’ve had with community 
bank portfolio managers this year.  
Since country music ultimately is an exercise in catharsis, maybe we 
should look at some song titles you may have heard of and wind our 
way back into their relevance to bank management, especially in 2022.  

Portfolio market losses (as it may have come to your attention) are at 
their biggest levels in at least 15 years. Unless your community bank’s 
collection of investments consists solely of cash and money-market 
equivalents, you’re probably more than 6% underwater. But before 
deciding to drown one’s sorrows, there’s reason for some hope (more 
C&W themes). 

 “I Walk the Line,” Johnny Cash 

This Johnny Cash standard about discipline, self-denial and 
perseverance worked into the conversations about risk tolerances early 
in the pandemic. In mid-2020, community bank balance sheets were 
flooded with cash and there was nowhere to lend it, while interest 
rates were pushed to record lows by both fiscal and monetary policies. 
The temptation was to toss the playbook (i.e., investment policy) aside 
and greatly extend average maturities. While it’s true that the average 
community bank’s investment portfolio is much longer now than in 
2019, overall balance sheets are built for a rate hike environment, 
thanks to still-ample supplies of cash, and depositors who are (so far) 
showing little inclination to walking the line with their money.  

 “You Never Even Called Me by My Name” 

David Allen Coe knows the value of a straightforward moniker. Brokers, 
on the other hand, are adroit at assigning nicknames, acronyms and 
initialisms to their products and services. It seems that regulators are 
complicit in this exercise too. Sometimes, this can be a blessing; I mean, 
who remembers Fannie Mae’s birth name? Still, it helps to have a 
glossary handy to sort through the debris of shorthand foisted upon the 
investing public by these service providers. Terms such as DCPCs, 

Canary, BQ, FICO or GWAC are 
casually tossed around in commentary 
and actual offerings. And for the 
record, Fannie Mae came to life in 
1938 as the Federal National 
Mortgage Association.  

 “Cost of Livin’” 

I don’t know that this harkens directly 
back to how a community bank might 
manage its bonds, but it does strike 
me that the lyrics refer to “four dollars 
and change at the pump” despite it 
being a hit for Ronnie Dunn a full 11 
years ago. So perhaps the takeaway 
from this song is that the interest rate 
cycle is a multi-year process. We had 
near zero yield on short-term rates for 
the past two years. And probably, one 
day, rates (and energy prices) will go 
through a correction. A quick check of 
U.S. crude oil prices show that they 
were higher in 2008, 2011 and 2013 than they have been this year.  

“I’ll Never Get Out of this World Alive” 

No compilation of country music would be complete without a ditty by 
Hank Williams. I’m not sure this is the most challenging moment of Mr. 
Williams’ career, but it was probably in the sub-25th percentile. In this 
one, he claims: 

“A distant uncle passed away and left me quite a batch 
And I was living high until that fatal day 
A lawyer proved I wasn't born  

I was only hatched.” 

I imagine some of the capable chief credit officers reading this story 
could write a song that stitches together similar tales of woe from 
would-be borrowers. Lucky for us, community banks have their safe-
and-sound lending practices in place, which enables us to suggest… 

 “Act Naturally” 

In spite of Buck Owens’ claim that his song was about a man who’s sad 
and lonely, the community banking industry is in great shape by most 
every measure, mainly because it has reacted according to its instincts. 
Earnings will not likely hit records this year but are far ahead of the 
numbers in the post-Great Recession era from 2011 through 2015. The 
business model continues to perform well. And as we heard from the 
Buckaroos in 1962, your community bank might even win an Oscar 
without rehearsing. All it’s got to do is act naturally.  

 
Three chords and the truth 

Country music evokes portfolio management themes.   
        

            BY JIM REBER 

Basis Points 
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A 
ccording to the 
Federal Bureau of 
Investigation (FBI), 
millions of elderly 

citizens are targeted annually 
with some form of financial 
fraud, and many of these 
attempts are successful. It has 
been estimated that seniors 
lose approximately $3 billion 
per year as a result of these 
scams, which are becoming 
more widespread and 
sophisticated. 
 

Surprisingly, much of the criminal activity is initiated by a friend 
or family member. A recent study by the University of Southern 
California revealed that 55% of respondents reporting any type 
of elder abuse categorized those acts as financial, and that 
family members were the most alleged perpetrators of elder 
financial abuse. 
 
With these facts in mind, banks should maintain heightened 
sensitivity around transactions that involve elderly clients, 
particularly if these clients have historically managed their own 
finances and may be exhibiting signs of cognitive decline. 
Increased vigilance, in general, can assist in uncovering fraud.  
 
Knowing the customer, coupled with a comprehensive 
employee training program, can act as a strong front-line tactic 
to help banks prevent and expose elder financial abuse. 
 
Here are some best practices for recognizing “at-risk” clients: 
 

• Be on the lookout for non-family members being added to 
banking or investment accounts. 

• Monitor large money transfers and changes in spending 
patterns, as these could be signs that some form of abuse 

is occurring. A senior’s spending habits are often 
predictable in frequency, volume and payees. 

• Be alert for large amounts of funds exiting accounts to 
payees who had not been previously paid in any manner. 

• Keep detailed notes in the form of dated, journal-type 
entries, recording any spending or personal behavior that 
seems unusual. These notes would be in addition to those 
kept on risk tolerance, goals, objectives, etc. 

• Follow up with clients via phone or email to discuss any 
sudden financial decisions that seem out of character. 

• In addition to making personal contact, encourage the 
client to engage an independent attorney to assist in their 
financial matters. 

• Understand the laws that apply to the financial abuse of an 
elder client. Follow prescribed protocols if any illegal 
activity is suspected. 

• Implement internal procedures to elevate circumstances 
which may present the need for further inquiry and 
analysis to the appropriate decision-makers. 

 
“It’s important not just to have a system in place to detect 
elder financial abuse, but to also act on situations where 
potential fraud or malicious intent has been identified,” said 
Kristin Roger, Vice President and Head of Financial Institutions 
at Travelers. “We know banks want to serve as trusted advisors 
to their customers, and by taking simple steps, they can better 
protect their customers from potential financial harm.”  
 
Elder financial fraud is on the rise and counts as one of the 
more heinous abuses of trust that senior citizens might endure. 
Along with the financial damage inflicted on customers, 
incidents of elder financial fraud can cause serious reputational 
harm. Therefore, implementing a sound method of prevention, 
detection, identification and reporting of this criminal behavior 
is paramount. 
_____________________________________ 
 
Travelers is committed to managing and mitigating risks and 
exposures, and does so backed by financial stability and a 
dedicated team – from underwriters to claim professionals – 
whose mission is to insure and protect a company’s assets. For 
more information, visit www.travelers.com. Travelers is an ACB 
Preferred Services Provider 
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I f your bank truly wants to be 
known for service, the very first 
step is to get your problem 

resolution process right. When it comes 
to problem resolution, the two metrics 
that matter the most are the number of 
interactions required to solve the 
problem and the time it takes to solve 
the problem. The less number of 
touches you have and the faster you can 
solve the problem, the higher your post
-resolution customer satisfaction. In this 

article, we explore the data around customer problem resolution and 
show why measuring associated metrics may be the most important 
thing you can do to be able to deliver on your value proposition of 
service. 
 
The Need To Improve Customer Problem Resolution 
Ask almost any community banker, and they will tell you their value 
proposition around their bank revolves around service. They are local, 
they are close to the customer, and they have limited bureaucracy are 
all factors that get brought up as to why the bank can deliver on its 
promise. Unfortunately, the data reflects something different. Either all 
those factors don’t matter, or the bank is unable to execute on its 
promise 
. 
Consider a Gallup poll on customer satisfaction around problem 
resolution at banks and credit unions. As can be seen by the data 
below, size and being “Extremely Satisfied” are about 64% correlated. 
The larger your bank, the more likely your customer is going to be 
satisfied with how their problem turned out. Conversely, the smaller 
your bank, there is a 60% correlation to being unhappy with the 
outcome of your resolution. 
 
At 19%, community banks ranked only above credit unions in delivering 
customers that were “extremely satisfied with the outcome of their 
problems and a whopping 35% that were “not satisfied.” 
 
 
 
 
 
 
 
 
 
 
 
Now, we don’t know if there is causation in these statistics, but at 
some level, there likely is, as the larger your bank, the more formally 

you address the customer 
experience and problem 
resolution. 
 
Why Customer Problem 
Resolution Matters 
Solving problems is central to 
customer service. Banks can 
cut wait times in branches, 
speed up commercial loan 
approval times and eliminate 
fees, but it is problem 
resolution that has the most 
significant impact on 
satisfaction and engagement 
scores. Consider that 15% of all 
bank customers experience a 
pain that requires an 
intervention. As a baseline, 
those customers that don’t 
have problems have an 
average engagement score of 
about 30%. These are 
customers that pick up phone 
calls, participate in bank 
events, and open emails. 
 
For those customers that do have a problem, if you exceed their 
expectations in solving their issue, engagement shoots up to 
approximately 45%. They start to look at other products, engage in 
events, and open emails at a greater rate. However, fail to solve their 
problem to their satisfaction, and the engagement rate drops to less 
than 5%. 
 
A customer satisfaction poll from Carlisle and Gallagher shows that 
20% of bank customer problems are not resolved, and 18% are only 
partially resolved. While this performance is dismal, the good news is 
that there is ample upside for banks that can improve. 
 
Reducing Interactions In Customer Problem Resolution  
To solve the average problem in banking, it takes a little over two 
interactions with staff which is one more than banks should have. 
Another way to look at this data is almost three-quarters of problems 
take two or more interactions. This is a problem as with each 
interaction, both confidence, and satisfaction with the institution drop. 
 
 
 
 
 
 
 
 
 
 
 
Feeling like a valued customer, trust, and confidence in a bank are all 
highly correlated to the number of interactions required to solve the  
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     The Customer Problem Resolution Secret  
   
         BY CHRIS NICHOLS 

 

Chris Nichols is Director of 
Capital Markets at SouthState 

Bank, an ACB Associate Member.  
He can be reached at  

cnichols0  

https://twitter.com/cnichols0


problem. As can be seen below, after having two or more interactions 
with bank staff to solve a problem, customers feel less valued, less 
trustworthy of their institution, and less confident by more than half. 

Further, if you solve the problem with one interaction, the likelihood of 
that customer doing business is approximately 22%. If it takes two or 
more interactions, that probability drops to 10%. If you fail to solve that 
problem, the likelihood of gaining additional business is about 1%. 

 
How Wells Fargo Attempted To Solve The Problem  
Wells Fargo set out to solve customer problem resolution a few years 
ago and sought ways to improve bank customer service. The plan called 
for more consultative selling, more resources devoted to customer 
training on technology, and reduced wait times for all bank services. In 
addition, the Bank rolled out new protocols to handle customer dis-
putes. The new framework calls for getting closure to the issue in a 
single session without a full handoff to another person, office, or call 
center. 
 
Solving Problem Resolution Issues 
To take Wells Fargo’s initiative further, community banks can also take 
the following steps to improve problem resolution: 
 
Single Interaction Empowerment: Restructure your training, policies, 
procedures, and approach to have the employee that takes the prob-
lem solve the problem. Provide enough information, technology, free-
dom, and authority to ensure the issues get resolved quickly and with-
out further interactions. Doing so not only increases satisfaction but 
would likely result in overall cost savings by reducing collective staff 
time on each issue. 
 
Workflow & Track: Create a defined process for problem resolution, 
then track problems through the workflow. Tracking the problem type, 
time to resolve, and the number of interactions helps increase the 
probability of improving the problem resolution process over time. 
 
Connect the Customer: While mapping branch interaction is 
straightforward, it is worth investing in online and mobile chat function-
ality that connects the customer to the best person or department to 
solve the stated problem (One of the keys to Nubank’s success as we 
detailed HERE). The advents of chatbots and artificial intelligence have 
made this technology affordable, efficient to deploy, and effective. 
 
Solve Problems Before They Are Issues: You likely already know where 
the problems will occur in your bank. Statistically, they have to do with 
checking fees, misapplied loan payments, credit/debit card issues, and 
mortgages. These areas are great places to enhance each product, ser-
vice, and policy to eliminate problems. Further, both the staff and cus-
tomer can be trained so issues can be spotted early and solved before 
they become formal problems. If you don’t already have one, create a 
customer and employee listening program where product and service 
improvement ideas can be captured, evaluated, and executed. 
 
 
 
 
 
 
 
 
 
 
 

 

Monitor and Leverage Social Media: These days, the first sign of a dis-
gruntled customer or employee usually occurs on social media, most 
likely on Twitter and Facebook in that order. Make sure your problem 
resolution team monitors and has the ability to respond early. It is 
better to handle the issue quickly and early through electronic channels 
instead of forcing the customer to come into a branch or use a call cen-
ter to spend even more of their precious time. A good McKinsey & Co. 
report on this topic can be found HERE. 
 
Putting This into Practice 
Technology makes it easier and easier to solve customer problems if 
the bank is willing to listen and respond. Social media, for example, is 
free for any bank that wants to train their staff on how to handle prob-
lems over this channel. Video conferences, messaging apps, webinar 
applications, and similar technology platforms make it easier than ever 
to connect internal specialists to help solve a customer’s problem as 
fast as possible. 
 
The biggest thing that holds community banks back from delivering 
world-class problem resolution is culture and the desire to apply a 
quantitative approach to solving customer problems. If your bank is 
serious about standing out, be sure to take another look at your retail 
and commercial problem resolution process and see where you can 
improve. Banks like Wells Fargo know that doing so isn’t a “nice to 
have.” It is a must-have. 
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             Priority Management in IT Spending 
   

                           BY  THOMAS H. DOUGLAS 

I t is very common for a bank to find 
itself in a position with more to 
replace or upgrade in its IT 

environment than it can afford to 
spend. At JMARK, we describe this as 
having IT debt. Much like with a credit 
card, when spending builds up to a 
certain level, there must be a 
reconciliation. You cannot carry the 
debt around for long periods of time 
without it having a major financial 
impact on the bank. However, even the 
best-intentioned businesses can accrue 
IT debt if there is no plan (and 
accompanying processes) in place for IT 
spending.  
 
Below are seven proven steps that help manage IT spending and 

address technology debt:  

1. Gather all information. The worst thing to have happen when 

planning your IT spend is to believe all your information is up to 

date and make a spending decision, only to discover later that 

another major financial investment is required. So, begin the 

process by gathering all pertinent information, being sure to 

include things like upgrades to applications, infrastructure 

upgrades, increases to support agreements, and services or 

solutions that are going to be added (like additional security 

investments). Take into account equipment lifecycles and any 

software nearing its end-of-life, since either circumstance may 

mean replacement or the need to engage professional services to 

handle a migration to a new platform.  

2. Identify capital requirements and recurring fees. Start by 

evaluating what the new operating requirements will be moving 

forward. When you know if monthly or annual costs are going to 

increase, prioritizing becomes easier.  

3. Identify risks. Before making any decisions, assign a risk rating to 

each budget requirement. For example, you may have a 

significant security requirement, a critical application that may 

soon no longer be supported, or license requirements that could 

result in fines or penalties if not followed. Other risks may be time

-based: busy seasons, vendor deadlines, cash flow, etc. Identifying 

all risks will be a tremendous help as you prioritize spending.  

4. Consider leasing or financing capabilities. Once 

you have fully assessed your spending 

requirements and risks, you can 

consider leasing or financing options. 

Many vendors offer aggressive leasing 

programs with 0% or very low interest 

rates. These programs might help you 

navigate a challenging technology debt 

scenario and spread costs over a few 

years.  

5. Work with your partners. With the 

right plans in place and clarity around 

the budget and timelines, you can 

work with your IT partner to ensure 

the right investments are made now, 

delaying less important ones until 

budget dollars are available. These 

conversations help set the proper 

expectations for upcoming projects by 

clarifying for all parties what the impact of doing a certain project 

at a given time will be. It will also clarify which projects can only 

be successful when done in the proper order (such as a server 

upgrade before a major application upgrade). It is very common 

for JMARK to work with our banking clients to manage risk while 

strategically pushing off certain projects to a later date so the 

bank can hit specific goals. 

6. Don’t stop. Technology should have a five-year rolling budget that 

includes the lifecycle of all hardware and software. By making 

major leaps at once, it may feel like it is okay to wait a long time 

before making another large investment. However, doing a lot at 

one time causes major business disruption. It is much better to 

schedule an ongoing investment and upgrade cycle to ensure that 

the financial and productivity impacts are minimized.  

7. Plan for increases. We anticipate that technology costs will 

continue to increase in the coming years. Security needs, cloud 

solutions, mobility requirements, inventory shortages, and more 

are causing technology to be more expensive. It’s in your best 

interest to prepare now.  

 

Whether your bank is currently managing technology debt and 

planning to make upgrades to be more efficient and competitive, or 

you simply want to expand your already up-to-date environment, 

following these seven steps will help you prioritize and put a plan in 

place to manage IT projects and get the most from your technology 

investments. 

If you’d like to talk more about IT budgeting and learn how a five-year 
technology plan can inform and support your ongoing growth 
strategies, please reach out to me at Tom@JMARK.com.  
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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!  

Associate 

Member 

Associate 

Member 

https://financialedinc.com/
https://cftnow.org/
https://cftnow.org/
mailto:info@cfteducation.org
https://www.alliedtechgroup.com/
http://www.alliedtechgroup.com
https://celerit.com/
https://celerit.com/


FLOURISH            

In today’s climate, the road ahead feels 
uncertain. Between growing inflation and 
fluctuating interest rates, the future may 
seem more clouded than ever, leaving us to 
ponder, “Where’s the crystal ball when you 
need it?”  
 
Yet, it doesn’t require clairvoyance to chart 
our path ahead; we can rely on our history 
and our experiences to map the course. For 
hundreds of years, community banks have 
stood strong, adapting to market changes 
and evolving to serve our communities. 
Through industry highs and lows, community 
banks have risen on a foundation of 
relationship banking and thoughtful 
preparation.  
 
Market shifts means that we must come 
back to those basics today, focusing on our 
strengths and what we can do to continue to 
excel. What sets us apart? How can we best 
demonstrate our commitment to our 
communities in the products and services we 
offer? Examining our strategic initiatives 
through this lens will help us ensure we 
aren’t simply reacting to a sense of urgency 
but proactively preparing for what lies 
ahead.  
 
And we wouldn’t be community banks if we 
didn’t approach our businesses from a 
customer-first mentality. Fortunately, we 
have access to technological tools that 
enable data to tell our success stories. We 
have information on customer preferences, 
behaviors and needs, which, in turn, allows 
us to make strategic decisions about how to 

prioritize our efforts and get real success 
stories out into the mainstream. 
But with everything in life, we can’t do it all. 
We need to prioritize as we enter budget 
discussions over the next few months. Our 
banks, customers and communities will 
benefit when we align objectives with the 
potential solutions or opportunities that are 
going to make the most impact. By focusing 
on the problems we’re trying to solve and 
how those solutions will benefit our 
customers, we can separate timely initiatives 
from those that can wait.  
 
As you read this month’s budget issue, we 
hope you uncover ICBA resources to support 
you in your planning. From courses with 
Community Banker University to our 
ThinkTECH initiatives to Bancard’s Payments 
Strategy Guide and the ICBA Tell Your Story 
Marketing and Communications toolkit, we 
strive to provide solutions to help you 
address this post-pandemic society of instant 
gratification and digital transformation in a 
thoughtful, strategic manner.  
 
It’s no surprise that uncertain times lie 
ahead, but I can confidently say that 
community banks will continue to thrive with 
ICBA by their side. I don’t need a crystal ball 
to tell me that, though, because as they say, 
the best predictor of the future is past 
behavior, and for community banks, our 
steadfast history bears repeating for the 
customers and communities that continue to 
depend on us.   
 

“By focusing on the problems we’re trying to solve and 
how those solutions will benefit our customers, we can 
separate timely initiatives from those that can wait.”

Where I’ll be this month 
Like you, I’ll be kicking off our budget processes at ICBA, and with that spirit of 
fresh opportunities in mind, I’ll be dropping my oldest daughter off at college, and 
my youngest will be starting high school.  

REBECA 
ROMERO 
RAINEY 
ICBA President and CEO.   
ACB is the ICBA state affiliate. 

@romerorainey 
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L et’s be honest, 
historically as the board 
chair, directors or 

bankers, we have viewed 
financial technology companies 
or “FinTechs” as the enemy.  It 
was not so long ago that we 
viewed them as taking over the 
world, buying up all of the small 
bank charters and basically 
being disruptors.  But could 
there be a new role where 
banks and FinTechs become 
more compatible rather than 
competitors?   
 
As the effects of the pandemic continue to play a role in shaping 
relationships and communications between community banks and 
customers, we believe it is important to highlight the continued 
importance of “modern banking” through online services, apps, and 
the possibility for strategic partnerships with FinTech companies. 

 
The FinTech industry has brought competitive challenges and 
disruption for banks, particularly community banks, across the nation 
during the last decade or so. However, FinTechs are often better 
positioned to offer more convenient services when it comes to online 
banking and mobile services, which continue to grow as the categories 
of services offered through mobile banking applications expand.  But 
recently, the focus has shifted from a competitive view to a compatible 
view between the two sectors.  This is primarily because a FinTech has 
the convenient and modern technology sought after by customers, 
while community banks have the customer base, relationship 
experience, and the compliance “know-hows” that can bring benefits 

in partnership to build modern financial 
solutions.   

 
Across various sectors, customer 
expectations have risen, or changed 
altogether, as younger generations who 
grew up in the digital era have now 
joined the workforce and require banking 
services for their daily lives. As the 
“digital economy” expands, areas such as 
crypto currencies, IT security, cloud computing, and customer 
accessibility will continue or begin impacting the services offered by 
community banks.  Banks of all sizes should be focusing on updating 
their processes and shifting their customer acquisition and retention 
strategies by creating technically sophisticated, yet accessible and 
convenient, services that meet the mobility and convenience needs of 
our digital economy and the future customer base.  

  
This trend is continuing to grow as more and more community banks 
seek to establish relationships in one fashion or another with FinTechs.  
Just last year, the FDIC, Federal Reserve Board, and the OCC issued new 
guidelines to assist community banks with conducting due diligence 
and partnering with FinTechs in a number of operational areas and 
products including: 

 

• digital and mobile payments and deposits 

• customer interface and experience technology 

• provision of money management and wealth management 

• expedited credit underwriting and loan origination processes 

• data breach and identity protection tools 
 
 It is expected that there will be further regulatory changes in the near 
future to better serve and promote these types of partnerships. 
 
As these trends continue, we believe it is imperative for community 
banks to review their vendor relationships and seek to develop mobile 
banking systems with an emphasis on the bank’s technology and 
mobile banking services, to ensure customer satisfaction and 
convenience is being attained.  So, the goal is to remain a high touch 
industry dedicated to traditional forms of banking for many of our 
customers, yet expanding opportunities for a changing customer base.  
These steps help ensure the organization’s relevance and viability well 
into the future. 
 

From the Board Room 

Are FinTechs 

Competitors or Compatible? 

 
   BY PHILIP K. SMITH  

Philip Smith is President & 
CEO of Gerrish Tuck Smith, 
an ACB Associate Member.  

You may connect with 
Philip at  

(901) 767-0900 or 
psmith@gerrish.com. 
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I n mid-June, the Federal 

Reserve released the 

Expected Losses Estimator 

(ELE),1 a spreadsheet-based 

tool designed to help 

community banks calculate 

their allowances for credit 

losses under the new Current 

Expected Credit Losses (CECL)2 

accounting standard. As with 

the SCALE tool3 released last 

summer, the ELE will assist 

small and less complex banks 

in complying with CECL. 
Tale of Two Tools 

The SCALE method and its accompanying spreadsheet tool were 

developed for the smallest community banks—those with less 

than $1 billion in assets. The method and tool use peer data 

derived from publicly available regulatory reports (Call Reports) 

of larger community banks as a starting point to assist small 

banks that don’t have complex loan portfolios. 

The ELE tool, like SCALE, is designed for banks with less complex 

loan portfolios, but is aimed at a broader range of community 

banks than SCALE. The ELE tool essentially automates an existing 

CECL methodology, the Weighted Average Remaining Maturity 

(WARM) methodology. Under the 

WARM method, financial 

institutions use their average 

annual historical loss rates on 

loans, much like they do now, and 

apply them to the remaining life of 

the loan pools to determine 

lifetime historical charge-off rates 

for the allowance under CECL. 

The ELE tool is Excel-based and can 

be used as the main tool in 

calculating the allowance for credit 

losses or as a supplementary tool to 

other CECL processes. The tool uses 

a bank’s own loan-level data and 

allows for qualitative adjustments. 

The code and formulas used to 

construct expected credit losses 

can be viewed, which allows the user to verify calculations. 

Multiple Options, One Goal 

The choice of a methodology for calculating expected credit 

losses is solely up to bank management. When the move to CECL 

for estimating credit losses was announced, the Fed also noted 

that it is not a “one size fits all” requirement; it is scalable based 

on a bank’s size and complexity. The introduction of SCALE and 

now the ELE for smaller institutions is concrete evidence of our 

commitment to that pledge. 

Full implementation of CECL is just around the corner. The new 
standard is required for years beginning after Dec. 15, 2022; 
banks that follow a calendar year will need to adopt CECL by Jan. 
1, 2023. In addition to the SCALE and ELE tools, numerous other 
resources such as webinars and supervisory guidance are 
available for banks at the CECL Resource Center.4 

_____________________________________ 
1 https://www.supervisionoutreach.org/cecl/ele 

2 https://www.stlouisfed.org/on-the-economy/2019/august/cecl

-model-accounting-changes-coming-banks 

3 https://www.stlouisfed.org/on-the-economy/2021/july/

community-banks-new-tool-accounting-change 

4 https://www.supervisionoutreach.org/cecl 

Carl.White@stls.frb.org

 

Fed Launches Second Tool 
to Help Community Banks Meet Accounting Standard 

 

             BY CARL WHITE 
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ACB Education    3,25 

Allied Technology Group   25 

Argent Financial Group             12 

Arkansas Capital Corporation     8,28 

Arkansas Student Loan Authority 13 

Bankers Healthcare Group  6,7 

Bankers Helping Bankers   37 

Bank Strategic Solutions   12 

Barret School of Banking   33 

Celerit     25 

Center for Financial Training  25 

Data Driven Partners   27 

Equias Alliance    31 

Federal Home Loan Bank   12 

Federal Protection    24 

First National Bankers Bank  OBC 

FIS      13 

FORV/S     36,37 

Gerrish Smith Tuck    29, 

 

Harbour Resources   10 

Harland - Clarke - Vericast  34 

ICBA      20,26  

ICBA Bancard    21 

ICBA Securities    14,15 

IL Group     27 

JMark      22,23 

JTS Financial     IBC 

Lively      38 

Modern Banking Systems   27 

MPA Systems    32 

Passageways Onboard   11 

PCA Technologies    13 

Quattlebaum, Grooms & Tull  9 

Retriever Payment Systems  13 

SBA      18 

SHAZAM     IFC 

Smiley Technologies   24 

SouthState Bank    19,20,24 

S&P Global     16 

TCM Bank     37 

Travelers     5,17 

UFS      24 

Wallace Consulting    27 
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I n May 2019, we released 
the article "The Question 

Every Community Banker Is 
Asking: Are You Ready for 
CECL?" in anticipation of CECL’s 
original effective date. The aim 
of the article was to 
demonstrate an example 
framework which would help 
ensure financial institutions 
were on track for adoption of 
the CECL standard. For those 
financial institutions that have 
not yet adopted and are hoping 
for another delay by the 
Financial Accounting Standards 
Board, we believe that time has 
long passed. In fact, financial 
institutions should be well 
down the path to 
implementation for the fast-
approaching effective date in 
January 2023. 
 

 
 

You may be asking, where should my 
institution be in the adoption process? The 
following graphic illustrates some 
common items that should be part of your 
detailed project plan. While the phases 
are presented in linear form, it is likely 
that many of them are running 
concurrently as you work to meet your 
implementation date. 

 

Financial institutions should have 
completed the general development 
and documentation of their model. At 
this time, the model should be in the 
validation process and running 
parallel to the institution’s existing 
historical loss model. Validating the 
CECL model before implementation allows the institution to 
troubleshoot and correct issues prior to adoption. Running a 
parallel CECL model also allows the institution time to develop 
and document the internal control structure, ensuring a 
seamless transition for the new processes. 

 

Contact us if you have questions about your institution’s 
readiness for adoption or if you would like to discuss your 
progress to date. Each financial institution is unique, 
and FORVIS can assist as you prepare for CECL implementation. 

 

 

 

 
 

 

 

Map Your Community Bank’s Progress to CECL Adoption 
 

BY MEAGAN CLARK 

Running the Numbers 
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Meagan Clark is a 
partner at FORVIS CPAs 

& Advisors, an ACB 
Associate Member.  You 
may connect with her at 

mclark@bkd.com 
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