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COMPETE
WITH THE

BIG POGS

SHAZAM believes smaller financial institutions like yours shouldn’t
lose out just because you don’t have the resources of a national
megabank. That’'s why we deliver flexible, cost-effective network
and processing technology that helps you compete against

the biggest dogs on the block. All fully backed by the kind

of unmatched technical expertise and personal support that
unleashes your power to make a big impact in your community.

EASHAZAM

shazam.net


http://www.shazam.net/
http://www.shazam.net/
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Education - We've got you covered
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ACB works with the Barett

’
N 2 O 2 3 , AC B S School of Banking which
offers live streaming and in-
. 1 person training events in Ag
e d U Ca tl O N Oﬁe rin gS lending, Human Resources,
Commercial Lending and

t 'a | ne d h un d re d S Of more. We also partner with

The Center for Financial
Executive Director.

Training as well as ICBA
A r ka n S a S b a n ke rS : We Educatlpn, which offers You may connect with Chris at
everything you may need from 501-246-4975

conducted live, in-person sy or

perspective — Instructor lead chris@arcommunitybankers.com
A A ’ courses, guided self-study
tra NN g SIS nts fo I C FO S; courses, diplomas and certificates, and college credit
. transfers, just to name a small portion of their offerings.
BSA and Compliance |
But we aren’t done. After hearing from our bankers, we
c are extremely excited about offering our first ever in-
Ofﬁ C e rS ) a N d B a N k person IT conference, February 21, 2024, in Little Rock,
AR. We have speakers from AR, TN, MO and

I\/l ana ge me nt an d Washington, D.C., with presentations on Al in banking,

cyber security, regulatory challenges for community
. banks, fintech engagement and more.

Directors - where members s sae
We work hard to provide the best training available to the

cou | d | earn an d conne Ct ACB membership, and we thank you for trusting us for
your educational needs. We will continue to offer the most
up to date, affordable education in the most flexible and

Wi t h ex p e rtS IN 4 fa ce _to B accessible ways possible. Because an educated banking
. community helps the communities we serve.
face setting.

Chris Padgett is the ACB

Warm regards,

ACB members also have access to over 150 live (in 3

addition to recorded) webcasts that allows for real-time é "

interactions and engagement for those unable to attend

events in person or those that are looking for more

immediate training needs. In September, we live streamed

our two-day, in-person compliance conference so bankers E

that could not travel could have access to our biggest : - &5

training event of the year. Bankers live streaming the event ARKANSAS COMMUNITY BANKERS™

could share the conference link with as many bankers in
their institution as they desired. Providing huge value to
their employees and their training budget. One Vision. One Mission, Community Banks.
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ICBA Insurance Program
COMMUNITY BANKS

Since 1983, Travelers has held the endorsement of the Independent Community
Bankers of America (ICBA) as the preferred service provider for property casualty

and various other types of insurance.

Key ICBA member benefits

Through the Travelers ICBA Insurance Program, you
get accessto all of the advantages of a Travelers
poUcyhold er, along with these benefits:
-+ Opportunity to earn a “safety group” dividend —
an incentive that has paid out dividends to eligible
member banks since the program began in 1983
- Peace of mind knowing that the programis
endorsed by the ICBA and that one-third of ICBA
membersalready participate

Policyholders’ dividend

Member banks purchasing qualifying property/
casualty* and workers compensation coverage

may be eligible for a “safety group” dividend. The
dividend may be distributed if group loss experience
is favorable and other criteria are met **

Why Travelers

- We've provided effective insurance solutions for
more than 160 years and address the needs of a
wide range of industries

- We consistently receive high marks from
independent ratings agencies for our financial
strength and claims paying ability

- Our dedicated underwriters and claim
professionals offer extensive industry and
product knowledge

Dividend payouts over $75 million
since the program began in 1983.

Travelers knows community banks.

To learn more, talk with your independent insurance agent or broker,

or visit travelers.com/ICBA.

* All property /casualty coverages may not beavailable in certain areas. Countrywide, umbrella, mailand equipment breakdown coveragesare not eligible for dividend payout.

**Dividends are not guaranteed and are subject to the approval of Travelers’ board of directors.

travelers.com/ICBA

Travelers Casualty and Surety Company of America and its property casualty affiliates. One Tower Square, Hartford, CT 06183

This material does not amend, or otherwise affect, the provisions or coverages ofany insurance policy or bond issued by Travelers. Itis nota
representation that coverage does or does not exist forany particular claim or loss under any such policy or bond. Coverage depends on the
facts and circumstances involved in the claim or loss, allapplicable policy or bond provisions, and any applicable law: Availability of coverage
referenced in this document can depend on underwriting qualifications and state regulations.

© 2022 The Travelers Indemnity Company. All rights reserved. Travelers and the Travelers Umnbrella logo are registered trademarks of The
Travelers Indemnity Company in the U.S. and other countries. 59281 Rev. 12-22
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Protecting against HELOC fraud scams

BY TRAVELERS
AN ACB Preferred Services Provider

ome Equity Line of Credit

(HELOC) scams continue to be a

costly and challenging issue for
financial institutions. Wire transfer fraud
can easily reach millions of dollars, and
with advancements in technology, such
as online databases for county clerk
records, online banking and online title
searching, data commonly used by
financial institutions to verify customer
identity for wire transactions is routinely
and easily compromised.

Several financial institutions have fallen victim to losses arising out of
wire transfer and check forgery schemes targeting HELOC accounts and
have taken action to mitigate the risk of future loss experience.
Institutions that place a high value on their customer service and
customer confidence in the institution’s security against wire transfer
fraud have implemented risk mitigation upgrades to their operations to
help solidify customer confidence. According to Travelers, the following
steps are initiatives that can help to avoid, or at least significantly
reduce, losses arising out of HELOC fraud scams:

Place greater emphasis on getting full account numbers
from callers;

Phrase verification questions so that the caller is
providing the information, rather than simply confirming
what the financial institution has on file;

Remove items from the list of authentication options
(such as mother’s maiden name and date of birth) that
have become “public information” through social media
websites and venues;

Train employees who field calls to verify authentication
items in a specific order and not skip to other items if
the caller cannot verify the requested information;
Train personnel with an updated full fraud-awareness
module to help employees identify warning signs of
fraud;

Encourage customers to set up PIN numbers if the
automated phone system allows it;

Update customer account files with driver’s license
numbers, if not copies of the entire driver’s license (or
other government-issued ID if there is no driver’s
license);

Utilize a mandatory callback procedure for all customer-

RKANSAS
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not-present wire transfer requests;

Use a password to authenticate customers rather than
commonly compromised information and only allow in-
person modification of passwords and key account
information;

Consider requiring full balance transfers (or transfers up
to a certain percentage of the available funds) to be
made in person while placing a reasonable monetary
limit (or percentage limit) on customer-not-present wire
transfer requests;

Establish a reporting procedure which refers all
suspicious wire transfer requests to a higher level of
authority for confirmation/processing;

Require a dual telephone confirmation procedure where
the financial institution calls the home phone of the
customer as well as an alternate number, such as a
mobile phone or work phone;

Establish an automatic two-day holding pattern anytime
a request is made to initiate a wire transfer from a
HELOC account to a foreign bank account within which
time the financial institution ensures accurate
verification and deters fraudsters seeking immediate
processing;

Verify change of address or phone number requests with
a call to the customer’s phone number on file;
Customize specific and unique verification questions and
procedures with an account holder/customer that can
only be modified in-person.

Consider performing a verification call back when a
purported customer calls the bank to set up on-line
banking for the first time.

Technology has made it easier than ever for bad actors to obtain data
that is commonly used by financial institutions to verify the identity of
their customers. That’s why financial institutions must utilize robust
authentication procedures to protect their customers — and themselves
— from wire transfer fraud. This includes greater awareness, updated
and vigilant policies, procedures and training, and implementing
imaginative and unique verification procedures to help reduce the risk
of loss arising out of wire transfer fraud targeting HELOC accounts.

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 travelers.com.
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THE SERVICE OF VETERANS

continues to make our state better.

24,879

Veteran-Owned Small
Businesses in Arkansas

That is nearly 15% higher than the national state average.

*SBA OFFICE OF ADVOCACY, 2009

: ~“""'v'—"

Veterans are at least

45%

more likely to
be self-employed

than those with no active-duty military experience.

“THANKS TO VETLOAN AND ARKANSAS CAPITAL, WE WERE ABLE TO
STOP LEASING A BUILDING AND GET INTO A PLACE OF OUR OWN.”

—Brett Rogers, Capital Business Machines

A R K A N S A S If you are a Veteran who owns a business or plans to start one,
we may be able to help save you money, strengthen your
C A P I T A L financial standing and better position your business for future
growth and success. Learn more about VetLoan by calling

EMPOWERING ENTREPRENEURS 800.216.7237 or visit arcapital.com/acc/vets/.


http://www.arcapital.com/acc/vets/
http://www.arcapital.com/acc/vets/
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EARN 9%

on credit with a
744 FICO average

loanhub.com

BHG Auction

Lesley A Morgan d/b/a Lesley A. Morgan

00 01 20 39
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'
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Lesley A. Morgan d/b/a Lesley A, Morgan

Image is an example only
and does not reflect actual
customer information.

The BHG Loan Hub:
Higher-than-market returns, historically high credit quality.

The ideal combination of yield and asset quality is on the BHG Loan Hub

right now. Our credit quality is at an all-time high and currently yielding 9%! 8
Several hundred of your peers have taken advantage of this opportunity in ,;.\ \
|\ Associate: g

the past few months—your bank can, too. Credit enhancements available. o
ember

Visit BHGLoanHub.com

Courtney Calderwood
or scan the QR Code to

SVP. Institutional Relationships

315.430.3919 }
courtney@bhg-inc.com gain access.



https://lp.bhgandbanks.com/bhg-loan-hub/?bhgid=16752
mailto:courtney@bhg-inc.com
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It is easy to recognize the contribution a fintech can make to your
organization. However, it is more challenging to find the right fintech
partner for your business. Ideas for how to do that is the goal of this
article. We will discuss what steps you should take before entering a
fintech relationship, efficient ways to conduct due diligence, and
ensuring the compatibility of your fintech partnership before and during
the relationship.

What to know before committing

Can the fintech you are considering produce consistent value over
time? Can you demonstrate that the relationship is being appropriately
managed amid increased regulatory scrutiny of third-party risk
management? These are just a few of the things you will need to know
before a partnership can begin.

Ultimately, choosing the right fintech will come down to the quality of

your institution’s due diligence. Done well, due diligence can save your

business time, money, and resources. It can also help focus your

analysis by ensuring a potential partner can meet such criteria as:

e  Financially and operationally capable of providing the desired
services

e  Adds organizational value while maintaining proper controls

e  Enhances your organization’s brand and reputation

RKANSAS.

[COMMUNITY BANKER |

The due diligence journey
The discovery process starts with internal decision-makers and how they
respond to the foundational questions, which are designed to help shed
light on the pros and cons of a potential partnership:

1.  What benefit(s) will we achieve by partnering with the third-party
fintech?

2.  What are the estimated savings and/or revenues we can expect
over 1-5 years?

3. How much will it cost to establish and maintain the partnership
over 1-5 years?

4.  What kind of risk management program does the fintech partner
possess?

5. Canourinfrastructure and staffing handle the activity generated by
the partnership?

6. Isthe fintech’s risk culture and business approach compatible with
ours?

7. Does the fintech have a good business reputation, based on
online research and discussions with current business
partners?

A company can deepen the effectiveness of due diligence by tapping
into or creating additional resources. For example, your company’s
existing third-party risk management team should help evaluate a
potential fintech partner. A cross-disciplinary team could be assigned to
other essential tasks, such as identifying critical risks and creating a
partnership implementation plan.

Even federal banking agencies can be a due diligence resource. In 2021,
Conducting Due Diligence of Financial Technology Companies: A Guide
for Community Banks was published. Despite being targeted at smaller
banks, the content generally applies to any business considering a
strategic fintech partnership. The content put forward these six key
topics to consider during a due diligence evaluation.

1. Business Experience & 2. Financial Condition 3. Legal and Regulatory

Qualifications *  Financial statements & Compliance
¢ Company overview auditors’ opinions ¢ Organizational documents
¢ List of client references *  Annual reports & business licenses
e Ownership information e  Marketinformation on *  OQutgoing legal &

competitors regulatory issues

4. Risk Management & Controls | 5. Information Security 6. Operational Resilience
* Policies, procedures, other .

documentation

Information security .
control assessments

Business continuity,
disaster recovery, incident

¢ Self-assessments ® Incident management & response plans

e Keyrisk indicator reports response policies e Service-level agreements

* Incident reports *  Outsourcing policies

Source: Conducting Due Diligence of Financial Technology Companies: A Guide for Community Banks, available at
hittps://www., ications/file ing-due-dilig fii ial- firms-202108.pdf

Trust but verify

Although a fintech partner may perform duties or provide services on
an institution’s behalf, it is the institution’s responsibility to properly

oversee that relationship. That is a fundamental tenet of third- party

=>

9 | Fall 2023


https://www.federalreserve.gov/publications/files/conducting-due-diligence-on-financial-technology-firms-202108.pdf

risk management. Partnering with a fintech could raise or lower

your company’s existing risk profile due to changes in credit, market,
liquidity, reputational, operational, regulatory, and compliance risks.

Proper due diligence of a fintech partner considers how the
relationship could alter your risk profile. Your organization should
trust but verify the information provided to you. Critical areas to
analyze and confirm: established business relationships, financial
performance, compliance program performance, reputation and
litigation research, risk controls, and technologies used.

One crucial aspect of due diligence that should not be overlooked is
the need for ongoing analysis once a fintech is integrated into your
organization. No matter what service the fintech provides, your
institution is responsible for confirming that the fintech meets its
contractual and service-level responsibilities throughout the life of
the relationship. Failure to identify and address inherent and
developing third-party vendor risks could reduce a company’s
revenue stream, cost the organization valuable time and resources,
jeopardize the safety of customers’ personal identifiable
information (PIl), damage the organization’s public reputation, and
increase regulatory scrutiny.

Concluding thoughts

The recent failure of several high-profile fintech partnerships
suggests a lack of effective due diligence at some juncture in their
relationships. The guidelines and information presented here are
designed to help your institution avoid the same fate. Common
sense dictates that any type of new business relationship, fintech or
otherwise, should be fully vetted and understood before it begins.
The due diligence journey is endless, but you do not have to go it
alone. Turn to those who are ready to help you along the way.
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SolutionsH
Help Com
Banks Compeé

Fixed-income Securities Sales

Bond Accounting & Safekeeping

Loan Hedging (ARC Program)
International Services

Clearing/Cash Management
Asset/LiabiIity Management Reporting

Shawn Gillis | Business Development Officer
205.335.1955 | SouthStateCorrespondent.com

Member FDIC

RKANSAS
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For more information about BHG contacf
Courtney Calderwood, SVP, Institutional
Relationships. She may be reached at
315-277-6598 or
ccalderwood@bhgbanks.com
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Superior Executive Benefits,
Outstanding Client Service

For clients across Arkansas, our team offers BOLI, executive
benefits, nonqualified plans and a whole lot more.

We're a powerhouse with the person-to-person expertise you deserve backed by the
breadth and scale to meet your needs. As the nation’s #2 retirement plan aggregator firm
according to Investment News and the #6 largest benefits broker by global revenue as

ranked by Business Insurance, we can take care of you every step of the way.

Keep your key people happy with:
« Bank-owned life insurance, risk assessment, implementation and administration
- Executive and director benefits plans, compensation plans and consulting

« Nonqualified benefit plans

NFP provides employee benefits, property and casualty, retirement, and individual
private client solutions through our licensed subsidiaries and affiliates. Our expertise is
matched only by our commitment to each client’s goals.

COMMERCIAL INSURANCE | CORPORATE BENEFITS | PRIVATE CLIENT SOLUTIONS

Contact Trey today to see how we can help your bank or business.

Harry L. “Trey” Deupree lll, 7200 Bishop Road, Suite 240
trey.deupree@nfp.com | 469.252.1038 Plano, TX 75024

® NFP | ouasaLLIancE

AN @NFP COMPANY

Insurance Products: 1) are not a deposit or other obligation of or guaranteed by, any bank or bank affiliate; 2) are not insured by the FDIC or any other federal government agency,
or by any bank or bank affiliate; and 3) may be subject to investment risk, including possible loss of value. All guarantees are subject to the claims-paying ability of the issuing
insurance company. Insurance services provided through NFP Executive Benefits, LLC (NFP EB), a subsidiary of NFP Corp. (NFP). Doing business in California as NFP Executive
Benefits & Insurance Agency, LLC. (License #OH86767). Securities may be offered through Kestra Investment Services, LLC, member FINRA/SIPC. Kestra Investment Services, LLC is

not affiliated with NFP or NFP EB.

2/19 (19-FCB-EXB-C-0145) Copyright @ 2019 NFP. All rights reserved
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An unbiased pariner.
An unparalieled commitment.

Partnership Benefits:
Guaranteed profits from your frust assets
No fiduciary liability
No regulatory burden
Reduced paperwork and accounting needs
Argent will not compete with your banking services

Community Bank Executive Benefit Solutions
Supplemental Employee Retirement Plans (SERPs) for Key Executives
Defined Benefit Plan Solutions -
Defined Contribution Plan Solutions ) ’ '
Enhanced Key Man Protection : / ' '
Young Executive ‘In-Service’ Benefit Solutions 3 )
162 Bonus Plan for Key Executives with Long Term Care Benefit \ ' . Chuck Dudley
Executive Management Death Benefit Options vioval Vice President *
Bank Owned Life Insurance (BOLI) benefit plan funding solutions : y(@argentfinancial. com
Complete and web based administration system (CPADS) 501.318.0010

Gaining access to the trust market without having to make a large capital outlay or meet daunting

ArgentFinancial.com

community banks like yours maintain their independence while offering clients a complete range Anlenssasilinsmanicel Predizer
License Number 1005698

regulatory requirements is possible. Through a partnership with Argent Financial Group,

of trust services.

CHANGING CURRENTS AHEAD

FHLBank Dallas
is proud to support
community bankers
in Arkansas.

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

=

HOW WE CAN HELP: /
BA N K glnent\nw?s;ﬂdm;ggﬁsed
* Credit Reviews ‘b BANK !
* Interest Rate Risk STRATEGIC

S— . N ] SOLUTIONS
¢ Liquudity VMianagemen 2

TR A R 5002519980

* Strategic Risk & Planning  professional bankstrategic.com

Acoumuniry Banker ‘ 1 2 ‘ Fall 2023
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Managing Liquidity Risk and the Importance
of Bank Contingency Funding Plans

BY CARL WHITE

.S. banking supervisors are

asking the nation’s bankers

to evaluate the liquidity
risk inherent in their banks’ current
operations and to have contingency

funding plans in place and ready to
execute in the event of liquidity
shortfalls.2 That guidance is spelled

out in an updated interagency
policy statement issued in July.

The original policy statement on funding and liquidity risk
management was issued in March 2010, and outlined the process
insured depository institutions and bank holding companies should
follow to appropriately identify, measure, monitor and control their
funding and liquidity risks. The 2010 guidance stressed the importance
of cash flow projections, diversified funding sources, stress testing, a
cushion of liquid assets, and a formal, well-developed contingency
funding plan as primary tools for measuring and managing funding and
liquidity risks. Processes and systems used should be commensurate
with a bank’s complexity, risk profile and scope of operations, the
guidance noted.

The importance of funding and liquidity risk management was vividly
demonstrated earlier this year, when three banks—Silicon Valley Bank,
Signature Bank and First Republic Bank—failed and another bank,
Silvergate Bank, voluntarily liquidated itself. While many factors
contributed to these failures, funding and liquidity issues dominated.

To boost liquidity in the banking system, the Fed in mid-March
launched the Bank Term Funding Program (BTFP), a short-term lending
facility for banks, savings banks and credit unions designed to ease the
liquidity impact of underwater securities held on bank balance sheets.
Banks were encouraged to use the BTFP as well as the discount window
to meet any short-term liquidity shortfalls, such as a decline in
deposits.

Contingency Funding

In July’s updated guidance, the agencies point to the events of the first
half of 2023, noting that banks need to be aware that depositor
behavior and broader market conditions can change over time, and at
unanticipated speed. Banks should have at the ready actionable
contingency funding plans for a wide range of possible stress scenarios,

RKANSAS
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such as funding mismatches, market constraints on the ability to
convert assets into cash or in accessing
sources of funds, and contingent
liability events.

Moreover, banks need to know the
operational steps required to access
funding from contingency sources
such as the Federal Reserve System’s
discount window and BTFP, and the
Federal Home Loan Bank System’s
advances. These steps include
verifying contact details and
understanding the types of collateral
accepted for pledging. Once
established, these contingency
borrowing lines should be regularly
tested by bank staff for functioning.

Carl White is SVP of the
Supervision, Credit and
Learning Division at the
Federal Reserve Bank in

Discount Window Readiness

The Fed’s discount window is singled
out in the interagency update as an
important tool for banks to use to
manage their liquidity risk, and they are
encouraged to incorporate the discount
window into contingency funding plans. As with other types of
contingency funding, banks should be operationally ready to use the
discount window rather than waiting until it’s needed. To be ready,
banks need to establish borrowing arrangements and understand the
pledging process for various collateral types; the agencies also noted
that pre-pledging collateral is possible and can speed up the process of
obtaining discount window loans. Regular testing of discount window
readiness with small value transactions is encouraged.

St. Louis. You may
connect with Carl at
Carl White@stls.frb.or:

No Stigma in Establishing Diverse Funding Strategy

Federal and state banking regulatory agencies have actively encouraged
bank management to establish discount window or BTFP access and
have made clear that institutions will not be criticized for establishing
these lines of credit. Yet, | continue to hear concerns from some
bankers about the possible stigma associated with using these
programs. Consistent with the interagency guidance, our bank
examiners will not criticize an institution for establishing a diverse
funding strategy to meet liquidity needs in stressful situations that
might arise.

Note
! These supervisors consist of the Federal Reserve System, the
Federal Deposit Insurance Corp., the Office of the Comptroller of
the Currency, the National Credit Union Administration, and state
supervisors as represented by the Conference of State Bank
Supervisors.
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BASIS POINTS

Time pﬁf for trivia|

-

Q’s and A’s

BY JIM REBER

= 08

f you’re a sports fan (and | know you are),

and you’re also of a vintage that has recall

back several decades, you may have heard
of Todd Donaho. Donaho was the self-
proclaimed “commissioner of sports trivia” as
the host of Time Out For Trivia, a popular live
call-in show that ran on the USA Network on
weekday evenings from 1985 to 1990. The
commish would fire off questions in rapid-fire
succession to phone-in contestants, who hoped
to win prizes ranging from telephones to grills.
Players would compete at their own peril, as
Donaho would often ask “boneheads” who
guessed incorrectly to “take a hike.”
Nonetheless it was a winning formula, and by

cable TV standards TOFT had high ratings.

What does this have to do with community banking? Hang with me as |
pose a series of my own questions relating to community banks, which |
hope you will view as more helpful than trivial. Even better: Your
author supplies the answers, so there’s no risk of nationally-broadcast
humiliation. As Donaho himself would exhort, “Who’s playing Time Out
For Trivia?”

Question: If you buy a callable bond, are you long or short a call
option?

Answer: You are short. Mechanically, you have simultaneously bought
a bond and sold an option. The issuer has done the opposite and owns
the right to take the bond away from you at designated dates in the
future. Most callables have periodic call features (e.g., quarterly) but
some are callable one time only. The aggregate value of the series of
options translates into the additional yield over and above a non-
callable “bullet.”

Question: Why is Average Life always longer than Effective Duration for
a given bond?

Answer: Average Life is the weighted average period of time to receive
your principal, whereas Effective Duration is the weighted average
period of time to receive principal and interest. Average Life is more
relevant for amortizing securities such as mortgage-backed securities
(MBS). Since interest is received periodically (as well as early and late)
in the life of a bond, the weighted average time period is less than for
principal alone. Average Life is more useful for calculating portfolio
cash flows and liquidity; Effective Duration is a standard for measuring
price volatility.

Question: If you sell the guaranteed portion of an SBA 7(a) loan, what
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to'enlighten ﬁthfoliov management

are the total proceeds?

Answer: There are two sources, and a
third element that bears mentioning.
First, the proceeds include the principal
plus the premium paid by the buyer. If
the guaranteed portion is $250,000 and
the bid is 108.00 (which isn’t unusual),
the total is $270,000 of which $20,000 is
gain, and booked on sale date (not
settlement date). Additionally, SBA
mandates that the seller retains 1% of
the interest flow from future payments
as servicing income. Finally, the entire
amount of the unguaranteed portion,
principal and interest, is retained by the
original lender.

Jim Reber is president and
CEO of ICBA Securities, an
ICBA subsidiary and ACB
Preferred Services Provider.
You may connect with Jim at
(800) 422-6442 or
Jreber@icbasecurities.com.

Question: Why does the inflation gauge
consumer price index (CPI) usually come
in higher than the Fed'’s preferred
measuring stick personal consumption
expenditures (PCE)?

Answer: It’s a two-pronged answer. First, the basket of goods for both
indices (which is very deep—more than 80,000 items) changes over
time as new products enter the market, some disappear, and others’
popularity rise and fall. PCE is quicker to adjust the basket to reflect
what you and | actually consume. Which brings us to the second prong:
Informed consumers will prefer cheaper goods to more expensive ones,
given suitable substitutes. Since PCE mirrors more quickly what our
new basket of goods actually holds, it tends to be several tenths of a
percent lower than CPI.

Question: Why do straight pass-through MBS use the prepayment
model conditional prepayment rate (CPR), while their first cousin,
collateralized mortgage obligations (CMO) use the model known the
Public Securities Administration (PSA), when estimating how a given
security will perform?

Answer: At one point in the distant past, examiners decided that PSA
was more accurate in predicting how a cohort of mortgages would
prepay, so that became the standard. PSA is in fact derived from CPR
and is an attempt at refining prepayment estimates based on the age of
mortgages in a pool. These standards (set in the 1980s at the dawning
of the mortgage derivative market, and in TOFT’s heyday) have been
relaxed, even though CPR/PSA information is still calculated and
available for all manner of mortgage securities. Best practices can still
call for documenting and modeling how a pool would perform using
both methodologies.

So there you have our trip down cable TV lane, compliments of the
venerable USA Network. As the commissioner of sports trivia himself
would sign off, “Feeling tremendous, | might add.” And if you're so
inclined, you can view some classic episodes of TOFT on YouTube.
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We regret that an error appeared in this article in the
Summer issue. We are re-printing the article with
corrections. We apologize for any confusion this may have
caused and have taken steps to ensure that such errors do
not occur in future publications. Thank you for your

understanding.

f you ever read automobile reviews

in websites or magazines like Car

and Driver or Motor Trend, you
probably know that there are different
factors that make a sports car an
“outstanding car.”

Some of these things are obvious and measurable, such as
horsepower, torque, acceleration times, and stopping performance.
There are other traits that are not as obvious on paper and can be
harder to measure. Things such as how a car handles, the optimal
level of driver feedback, and the comfort of a car are difficult to
measure but are very important to what makes a car an outstanding
car. In the same way, most high-performing banks have several
identifiable traits that are easy to recognize by looking at performance
ratios and measurements. These traits, shown on a report like the
Uniform Bank Performance Report (UBPR), include a strong Net
Interest Margin, indicating that a bank’s interest incomes and interest
expenses are effectively managed. Another indicator typically present
at a high-performing bank is a low “Net Losses to Average Total Loans
and Leases” ratio which, along with low past due ratios, speaks to
management’s effectiveness in overseeing credit risk. Another trait
one sees in a high-performing bank is a lower-than-peer Efficiency
Ratio, which shows that management has established a good balance
between net interest income and noninterest income against
overhead expenses.

There are other traits present in a high-performing bank that are not
as straightforward. These traits are more subjective, a little more
“touchy-feely.” Traits such as providing an excellent customer
experience and engaging in beneficial community involvement can
lead to strong financial performance, but these traits have more to do
with a bank’s culture rather than financial data. In our firm, which
works with over 150 banks in thirty states, we’ve noted that high-
performing banks nearly always have a “culture of awareness.”
Awareness is defined as “knowledge and understanding that
something is happening or exists.” This concept of awareness can be
applied at every level of a bank, whether it is knowing which
customers are the most profitable and least profitable and responding
appropriately, awareness of changes in the local market that might
impact a bank’s customer base, or an understanding of trends in bank
technology that may require a bank to make strategic shifts to
accommodate those changes. Establishing a culture of awareness is
especially important in the areas of security and risk identification/risk

18

RKANSAS
ACOVMUNITY BANKER

management. Each of these
areas are interrelated, and
security awareness can be
considered a component of
risk management.
Developing an enterprise-
wide culture of awareness in
these areas can result in an
engaged Board of Directors,
knowledgeable bank
personnel, and connected
customers.

Security awareness has been
necessary since the dawn of
banking. However, security
risks are constantly changing,
and the prolific and evolving
threats from cybersecurity
should continue to be a
primary focus of bank
management. The Federal
Deposit Insurance
Corporation (FDIC) noted in
its 2022 Risk Review that the operational risk from cyber threats and
illicit activities is a “key risk to banks.” The FDIC stated that
“Operational risk in banking is one of the most critical risks to banks.
Cyber attacks continue to evolve, become more sophisticated, and
multiply as bad actors discover creative ways to exploit technological
and operational vulnerabilities.” Having a culture of awareness is a
vital step in addressing information security and cybersecurity risks.
Bank networks, systems, and levels of access should be configured in
such a way that cybersecurity-related risks are minimized. Having a
robust security awareness program works in a complementary way
with technical controls and can supercharge a bank’s ability to
effectively prevent and respond to information security and
cybersecurity threats.

Jason Corder is a Senior Vice
President with Sawyers & Jacobs
LLC, a consulting firm focused on

serving financial institutions.

Sawyers & Jacobs is an ACB
Associate Member. Jason may be

reached at 901-828-1942 or

Jjcorder@sawyersjacobs.com.

A robust security awareness program typically has a few defining
characteristics. The most important aspect of a security awareness
program is a top-down emphasis from the Board of Directors and
senior management. This means that management understands and
prioritizes security. This results in adequate resources and training for
those directly responsible for a bank’s security and for bank personnel
as a whole. Bank personnel will see that ongoing training and testing
programs are prioritized activities rather than simply “check the box”
activities. Outside expertise will be engaged as needed to conduct
training and testing. Those occasions when employees’ awareness is
lacking (i.e., failing phishing tests or not shredding sensitive customer
information) will be seen as opportunities for effective education
rather than “name and shame” events. Employees can then be a part
of the bank’s frontline defenses in the same way that they are for
customer service. Additionally, employees that are knowledgeable
about security can be more effective in training a bank’s customers on
how to use bank products safely and securely.

At a broader level, having a culture of awareness concerning risk

Continued on Page 20
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management is essential in a high-performing financial institution.

Our firm facilitates risk assessments for enterprise risk, information
security, cybersecurity, business continuity, digital banking, vendor
management, and several other areas, and the purpose of these risk
assessments is awareness. What assets (e.g., systems, information)
does the bank have? What are the threats to those assets? What is
the likelihood of those threats occurring? What is the magnitude of
impact should threats occur? What are the mitigating controls to
reduce the risk from those threats? What is the residual, or remaining,
risk after considering the bank’s controls?

Lastly, what is the bank’s risk response? Knowing the answers to these
questions and verifying that measured risk levels align with the Board
of Directors’ clearly defined and clearly communicated risk appetite
results in an awareness of what actions need to be taken to maintain
acceptable levels of risk. Such risks might be threats such as
ransomware attacks or unauthorized access to bank systems, but it
could also be risk to the Bank’s reputation because the bank’s online
banking system is clunky or experiences frequent downtime. A culture
of awareness results in the correct people being promptly informed
when a risk is elevated and in corrective action to bring the risk back
to acceptable levels.

One final thought: if you have a high-performing (and expensive)
sports car, you will want a competent mechanic who specializes in
keeping your make and model of car at a level of optimum
performance. In the same way, having the right partner to provide
expertise in reviewing the quality of the bank’s oversight for the bank’s
systems, security, risk management, and awareness is incredibly
important for maintaining the bank’s level of high performance. As
you work to identify that important strategic partner, consider factors
other than price. For example, the vendor providing your IT audit
should be someone you rely on to assess the state of your bank and

make recommendations that help to make the bank better. While
reasonable pricing is important, like engaging your bank’s legal counsel
this is not an area where it’s wise to simply put the work out for bid
and choose the low-cost provider; instead, bank-specific expertise,
firm reputation, and experience should weigh heavily in your decision.
And, ultimately, this helps the bank to have a stronger culture of
awareness, which can lead to a higher-performing bank and a
smoother ride across an increasingly competitive and uncertain
landscape!

1 https://www.merriam-webster.com/dictionary/awareness

2 https://www.fdic.gov/analysis/risk-review/2022-risk-review/2022-
risk-review-section-3.pdf

w AB

WYERS
ACOBS

Is your community bank

Meet Dina.

Dina provides clients with the guidance they need to steer clear of card
fraud all year long. Working together with ICBA Payments partners,
she ensures client banks are receiving the level of care and support

they deserve.

Even when she’s waiting to pick up her kid from practice, she’s
scribbling notes on how we can better protect banks from fraud.

By working with ICBA Payments,
your bank has Dina’s ongoing support.

Learn more at icbapayments.com

ICBA

Payments

RKANSAS
AComtuniry BANkeR

| Fall 2023


https://www.merriam-webster.com/dictionary/awareness
https://www.fdic.gov/analysis/risk-review/2022-risk-review/2022-risk-review-section-3.pdf
https://www.fdic.gov/analysis/risk-review/2022-risk-review/2022-risk-review-section-3.pdf
http://www.sawyersjacobs.com/
https://www.icba.org/payments-group/home
https://www.icba.org/payments-group/home

ﬁ
s U.S. Small Business

Administration

SBA
Lending

Powering America’s Small Businesses

SBA 7a Loans SBA 504 Loans

Expand your portfolio and minimize Invest in community growth through
your risk using SBA flagship loan fixed asset financing. Increase your
guaranty program. Access up to 85 portfolio with 50 percent loan to value
percent guaranty on loans up to on fixed asset financing by partnering
$350,000 and 75 percent on loans up to with an SBA Community Development
S5 million. Corporation.

Increase your reach to borrowers outside of your local area with:

SBA Lender Match - sba.gov/lendermatch

Contact the Arkansas District Office to get started today!

—

2120 Riverfront Dr Phone: 501-324-7379 Arkansas District Office
Little Rock, AR 72202 www.sba.gov/ar


http://www.sba.gov/ar
http://www.sba.gov/ar
mailto:richard.duda@sba.gov
mailto:herbert.lawrence@sba.gov
http://www.sba.gov/lendermatch

Stop Ransomware with
SureProtect from UFS

Advanced cybersecurity, purpose-built
exclusively for community banks

i

clera
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WHEN MAKING A LOAN, WOULD YOU RATHER HAVE A OR B TO KNOW IF YOUR
LEGAL DESCRIPTION IS CORRECT?

We know that 15-20% of metes and
A B bounds legal descriptions are incorrect.

Do you want these in your portfolio?

UNION COUNTY

Beginning at an iron pin at the southeast comer of Section 8, Township 7 Sof
run thence North 0 cegrees 07 minutes West along the section line a distand
the southeast comer of the one acres tract previously soid to Ezra Butier, th a &
degrees 37 minutes wost a distance of 190 00 feet 10 the southwest comer g Confirms that improvements are on the
thence North 0 degrees 07 minutes west a distance of 229 3 feet to the nortl]

Butier tract. thence North 83 degrees 37 minutes West along the north edge|
Highway 30 a distance of 209.84 feet 10 @ pin on the north boundary of the si . property.
Southeast Quarter of said Section 8; thence North 89 dogrees 58 minutes W
boundary ine a distance of 1903.66 feet 10 a fence corner, thence South 0 d
East along a fence line a distance of 620.77 feet to an iron pin in a fence cor] C ﬁ £ /
degrees 53 seconds West a distance of 187.20 feet 10 the center of an artes)

1 Gegrees 56 minutes west a distance of 245,67 feet 1o a fence corner; then ontirms ingress/egress,
minutes East along a fence line a distance of 571.28 feet to the center of pre} A
Highway 30; thence in a southwesterly direction following the curvature of thd |

Highway 30 10 the point of tangency of said curve said point of tangency beir] i

58 minutes west a distance of 681 02lmrmm(hommulpon":°t'hefms | conﬁrms that pOIygon CIoses and ca"S
minutes West along the centerfine of said Highway 30 a distance of 2626.60
intersection of said centerfine and the west boundary line of Section 17, Tow] are correct.
1 East. thence South along said section Iine a distance of 721.67 feet o the
West boundary line of Section 17 and the centerine of the Etta Road; thencd
28 minutes East along the centerline of said Elta Road a distance of 327 57
curvature of said centerline, thence in a southerly direction following the curv]

centerdine 1o the point of tangency of said centeriine, said pont of tangency 2 day turnaround at 5150'00
degrees 32 minutes East a distance of 771,63 foet from the point of curvatur|
degrees 52 minutes East along the centerfine of Etta Road a distance of 675
intersection of said centerline and the south boundary line of the J. A. Roberf
0 cegrees 10 minutes east along the south boundary line of said J. A. Rober]
4909.48 feet 10 an iron pin on the east boundary line of said Section 17; then)
east boundary ine of said Section 17 a distance of 2101.7 feet to an iron pin
cormer of said Section 17 thence East along the south boundary line of Secti
South, Range 1 East a distance of 580.21 feet to the intersection of sald sou]

y

said Section 16 and the centerline of the Old Tallahatchie River Run; thence - 4 ‘V 4

minutes west following the meanderings of said Old River Run a distance of -

South 34 degrees 41 minutes East following the meanderings of sakd Oid Ri s

262.53 feet, thence South 33 degrees 55 minutes East foliowing the meande] D. f th D t i|S

River Run a distance of 449 29 feet, thence North 17 degrees 56 minutes Exf ry m

meanderings of said Old River Run a distance of 452 87 feet. thence North ¢ ISCOVQ comes ro e e a

minutes east following the meanderings of said Oid River Run a distance of a product from...Vizaline LLC

South 73 degrees 05 minutes East following the meanderings of said Old R

424 26 feet, thence South 18 degrees 28 minutes West following the meand: ! B e o i i

River Run a distance of 253.11 feet. thence South 40 degrees 29 minutes E4 Brent Melton — 601-405-1802 - Brent@Vizaline.com

meanderings of said Oid River Run a distance of 152.42 feet; thence south 4}
dos Socs oo ~ b e -

Confirms acreage,
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- BY BRENT MELTON

elow is a potential real-life

example of how a bad

property description can
affect your customers during their

time of need. And how Community
banks can help and more
importantly - protect their valued
customers each and every time

re you there for your customers 100 Perce!

they process a property loan.

An elderly farming couple went to their trusted local community bank
to borrow $100,000 in order to purchase additional real estate that
adjoined their existing family farm. The couple used their existing farm
of 125 ac plus their family home — the home they one day hoped to
leave to their children, as collateral. However, in the following weeks,
one rainy Friday night, tragedy struck and the couple passed away
before closing on the additional property. The couple had three
children that inherited the property and now the debt. Within weeks
of the parents’ death one of the siblings also passed away leaving their
three adult children as additional heirs.

Heart broken by the untimely loss of their parents; the children and
grandchildren decided to sell the property as they felt they could no
longer enjoy the farm without their parents present and to be able to
satisfy the newly acquired debt. They started the process but soon
learned that they really knew nothing about the property lines on the
land they grew up on. They reached out to their parent’s banker and
soon had what they thought was their parents’ property description,
however a short time later issues started to mount. You see the
neighbor, who also owned a large amount of farm land, was now
claiming that he knew the property lines and claimed he had verbal
agreements with their father as to where one property started and the
neighboring property stopped. On top of that, they were told by the
neighbor, that he never granted an access easement across his
property to the house they grew up in. You see the banker took a
closer look with the help of a surveyor and found numerous issues
within the property description. The additional cost of the surveyor
services, along with numerous other issues, proved more than the
heirs were prepared for and they turned the entire process over to a
lawyer, who with the help of the parents’ banker attempted to
straighten out the dispute. As the clock ticked, days turned into
weeks, which then turned into months, and before the heirs knew it a
year had passed by due to the difficulty in getting everyone together
due to their personal schedules. During this year delay in the process,
squatters moved into the house without their knowledge and the
property was vandalized. The heirs had not changed the insurance to
non-owner occupant therefore their insurance company did not pay
off. Due to the extensive damage, the heirs had to pay $30,000 to a
local contractor to attempt to get the house back to a marketable
state. The icing on the cake was when they were back ready to finally
sell the property — the market in the local area crashed and the value
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of the property depreciated.
The heirs decided to cut their
losses and sell the property at
70 percent of its original value.

This story is presented as a
follow up to our summer article
regarding RISK REDUCTION of
PROPERTY DESCRIPTIONS. You
may not have experienced all
of the situations presented
above all at one time, but there
is a good chance that you have
experienced at least one of
them during your time in
banking. If you caught our
summer article you learned
that there is a new trend in
protecting assets by auditing
the property descriptions that
are part of your loan package.
It is not a survey nor does it
cost as much as a survey, but it
does check all of the boxes, it is
fast and it determines if a
survey is warranted.

Brent Melton is CEO and co-
founder of Vizaline, LLC, a
company specializing in
converting property descriptions
into pictures. Vizaline is an ACB
Associate Member. You may

connect with Brent at
brent@vizaline.com.

WHY —to not only protect the bank, but to protect the banks most
valuable asset — the banks CUSTOMERS, all while keeping cost in mind.
You see, had the bank in the story had a way to audit the property
description of the purchase of the farm for the parents — none of the
issues that the heirs experienced would have ever occurred. They
would have had a high degree in confidence in the following areas
within 48 hours of submission:

e They would have known the exact size and shape of the farm,

e  They would have known if it was located in the right place,

e  They would have known the polygons that made up the property
closed,

They would have known they had an access easement,

They would have had a visualization (satellite image with the
polygons approximate located on the image,

They would have had piece of mind,

They would not have been delayed in the sale,

They would not have been vandalized,

They most likely would not have lost value in the property due to
a downturn in the local economy.

If you are the banker in this story or think that you could one day, be
the banker in this story, | would like to encourage you to take the time
and learn how this new trend in lending (Property Description
Auditing) could help you and your bank protect not only the bank from
a potential RISK — but also protect your CUSTOMERS. Over 20,000
audits have been conducted to date with a Property Description error
discovery rate of 17 - 20 percent.

If you would like to learn more, Brent’s contact information is listed
above.
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Network
= Management
simplified

Virus Protection Issues?
New Audit Requirements?
Sophisticated Cyber-threats?

Celerit’s team of Network Management
experts will keep your IT infrastructure
secure. Today and tomorrow.

The challenge of maintaining a safe and secure IT
infrastructure continues to arow every dav:

Eundra Boles

Eundra Boles is the Vice
President of Information
Technology Services of Celerit
Solutions Corporation. Eundra
has over twenty-five years of
expertise in keeping financial
infrastructures up-to-date, safe
and secure. He leads a team of
seasoned technicians, providing
around-the-clock protection to
keep your network safe from the
new and sophisticated cyber-
threats faced today, while looking
to the future for the next surfaomg
risk.

vith complicated decisions
high price tag. The th

come

.celerit.com

The most popular training
course in Banking is available in
three convenient formats:

e Instructor-led online

e Guided Self-Study

e Private, in-house

'// —

NEED MORE TRAINING?

|
i

¢ ~ We have formats to fit every schedule!

Also available:

* Self-paced online - courses as little as
$49!

* Live, e-Classroom training via Zoom!

¢ Webinars - Live & On-Demand!

Visit our website for course start

VISIT WWW.CFTNOW.ORG
TO REGISTER TODAY!
(800) 795-5242
INFO@CFTEDUCATION.ORG

(ENTER FOR

FINANCIAL
TRAINING™
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ASMmtuniy Banker

Technology Group, LLC

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 con51stent1y ranked as one of the top
service providers in the country.

Allied is redefining IT Professional Services.
Schedule an executive meeting with us today!

=

v

Continuous Innovation. Exceptional Service,

Smiley Technologies, Inc.

L"

Exceptional Service Continuous Innovation

* We don't believe in voicemall. You . mpany that vers
call us, get a live person d timely and
tailored fashion with deployments
* Our support team provides rapid and he two weeks
helpful res, for our partner
eip ozl .1 enhancements for our

banks far in 2021

e with our bank
eir needs, not

* Fair pricing based on the size of the

a predictable bill

Solid History & Strategic Growth

* Founded in 2 f need for e\
better soft and exceptional
service
nercial, item
* President & CEQ's father founded

nages, robust
ematics in 1968

zed as the 2™ Best Place to o Allows

n FinTech by American Banker in nfe

for better

mation, mor

es and 3 more roduct

pre

¢ Bank partners located from coast to * API's are available for 3rd party
coast platforms
Elizabeth Glasbrenner, CEQO
eglas@sibanking.com
Visit us: sibanking.com
Phone: (501) 850-7799
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What makes us the best
Graduate Banking Education
value found anywhere?

BARRET

SCHOOL OF BANKING

Paul W, Barret, Jr. School of Banking « Memphis, TN

Tuition

Barret's $1,995 tuition is the
lowest in the industry, thanks
to a large endowment that
allows for over 60% tuition
subsidies for all students.

Approximately 1/3 of the cost
of other banking schools at

LSU, SMU, Wisconsin, and
Colorado.

Convenience

One-week resident session
means employees spend
less time away from the job
and family.

Education

QOutstanding and innovative
curriculum.

ACB and ICBA Endorsed.

Superb faculty including
nationally known speakers
in the industry.

Experience

More than 50 yearsin
existence.

Attendees come to Barret
from 40+ states.

Lecture Series

Featuring nationally
distinguished speakers:

¢ Dr. Robert Gates

» Coach Mike Krzyzewski
» Coach Tony Dungy

» Newt Gingrich

» Coach Tony LaRussa

» Kat Cole

+ Daymond John

¢ Fred Smith

o Kurt Warner

Visit us at
barretbanking.org for
more info, and to fill out
your online application
today!

Make sure to listen to
our Main Street Banking
Podcast!

Barret Graduate School Curriculum in Brief

One week peryear for three years « 130+ hours of core classroom study « Nine on-campus case studiess Eight home study problems.
Over the three year graduate program, participants will have access to 200+ hours of training.

Year One

Financial Institutions & Markets
Boosting Bank Profitability* **
Financial Statements***
Human Behavior* **
Developing a Sales Culture
Mktg & Business Dvp.***
Compliance Management
Operations Management
Technology, Payments, &
Cybersecurity

Total Hours: 43

Year Two

Asset/Liability Management

Bank Performance Mgmt***
Banking Industry Update
Commercial Lending***
Economic Environ. of Banking* **
Investment Portfolio Management
Emotional Intelligence***
Strategic Planning

Total Hours: 43

Exam at week'’s end:
*Home Study Problem

Year Three

Balance Sheet Management
Loan Portfolio Management
Risk Management

Bank Simulation**
Leadership Development
Digital Marketing**
Executive Learning Lab
Bank Management

Total Hours: 44

**Case Study

Examat week’s end:

**Case Study
*Home Study Problem **Case Study

***An additional 25+ hours of electives are
available to all participants each year.

Barret’s Annual Graduate School program: May 19 - 24, 2024

Barret School of Banking « 650 East Parkway South +Memphis, TN 38104 «(901) 321-4000 - Fax: (901) 321-4099 - barret@barretbanking.org
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HARBOUR

\X resources

DELIVERING EXCELLENCE IN LEADERSHIP AND PERSONAL GROWTH

High-Performance

Leadership
Development
for America’s Leaders

FOR unmatched industry insight,
VISion matters

FORward VISion counts

Our vision is helping make yours a reality.

Whether you're looking to stay compliant, | | =
manage risk, or grow strategically, our ; ‘
forward-thinking professionals can help -
you prepare for what’s next. R

™
I ORVIS AAAAAAAAA I TAX I ADVISORY
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FLOURISH

REBECA
ROMERO

RAINEY

ICBA President and CEO.
rebeca.romerorainey@icba.org

ACB is the ICBA
Arkansas state affiliate.

G

Independent
Community Bankers
of America*

Cryptocurrency: a solution without a problem -
“As a financial services industry, we can 't fall victim to

shiny object syndrome.”

In today’s environment, we hear a lot of
hype about different technologies. That
buzz leads to oversaturation, which can
leave us questioning, “Am | missing
something?” when we don’t feed into the
frenzy.

When it comes to cryptocurrency, this is
certainly the case. I'm frequently asked in
interviews about ICBA's thoughts on
cryptocurrency, inclusive of stablecoins and
central bank digital currency (CBDC), and |
typically respond by asking, “What problem
are we trying to solve with it?” That will
often leave the interviewer stumbling for a
response because the answer is truly
unclear.

While we have heard a wide range of
rationale, those concepts don’t seem
founded in need as much as in justification.
Here are three that easily spring to mind:

1. The claim that it will provide support for
global payments is particularly baffling.
With a currently unregulated entity,
global collaboration and compliance
standardization will be essential to
ensure that transactions remain safe,
secure and legitimate. In short, it'll take
a mountain of global collaboration to
make that possibility realistic.

2. The thought that cryptocurrency will
enable faster payments is equally
troubling. Instant payments platforms
are already available in the U.S.—you
can’t get much faster than that.

3. The concept of a payments system
that’s completely anonymous and
frictionless is another point of
contention. That anonymity easily can
lead (and has led) to illicit payments, so

Where I'll be this month
I'll be spending time in our new Atlanta office and kicking off a round of meetings with

it may not be what it’s cracked up to be.

Whether it’s nonbank payment providers
like PayPal, states that want to issue their
own stablecoins, CBDC or a piece of
legislation trying to create a regulatory
framework, this is a space to keep a handle
on. Know that ICBA is observing and
advocating on your behalf.

As a financial services industry, we can'’t fall
victim to shiny object syndrome; we need to
keep peeling back the onion to determine
what we are solving for, and from ICBA’s
perspective, how that can be done in a way
that works with and for community banks.

With emerging technology, knowledge is
power, which is why we’re offering ongoing
opportunities to stay in the know on
cryptocurrency’s evolution. We encourage
you to remain up to speed on
developments, whether through digital
asset courses with Community Banker
University (CBU) or our payment team’s
online analysis. We will keep providing
information that helps you know how
cryptocurrency is living up to the hype—or,
more than likely, not.

On a personal note, | wanted to thank all of
you for being part of this collective
community bank journey; we couldn’t do it
without you. Have a wonderful Thanksgiving
holiday, and please take time to celebrate
all you do for your communities. | know
they are, as are we, grateful for you.

w AB

executives from core service providers, continuing to advocate for community bank

needs in this space.
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Congratulations to ACB’s leadership bankers!

Elected as President is John Beller, Bank of Cave City; Vice President is Kyle Baltz, RiverBank
Pocahontas; Treasurer is Ed Wilkinson, Farmers Bank, Greenwood; and Secretary is Marty
Sellars, FNBC Bank, Ash Flat.

Newly elected Directors are: Rebekah Bernacki, First Financial Bank, El Dorado; Landi Mkhize,
Chambers Bank, Danville; Michelle Reesor, First Community Bank, Batesville; and David
Scruggs, Today's Bank, Fayetteville.

Current Directors re-elected for an additional term are: Casey Cullipher, RiverWind Bank,
Searcy; Jim Gowen, Jr., Merchants and Planters Bank, Newport; Craig Manatt, Peoples Bank,
Sheridan; and Gary Oltmann, Southern Bancorp Bank, Stuttgart.

Re-elected to serve as the ACB Preferred Services Provider Representative is Byron Earnheart,
Barret School of Banking, Memphis, TN.

Officers (L-R): John Beller;
Kyle Baltz; Ed Wilkinson;
Marty Sellars

New Directors (L-R):
Rebekah Bernacki; Landi
Mkhize; Michelle Reesor;
David Scruggs

Re-elected Directors (L-R):
Casey Cullipher; Jim
Gowen, Jr.; Craig Manatt;
Gary Oltmann; Byron

Earnheart
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Intelligent Portfolio Protection (1

e e | -, Z Lending Leads

b v) o Powered by Data Driven Partners, LLC

LENDER PLACED/REOC HAZARD - LENDER PLACED FLOOD - REO LIABILITY P t R .t c t
BLANKET INSURANCE - VENDOCR SINGLE INTEREST - OQUTSOURCING rospec ° ecrul L] ompe e.

FLOOD DETERMINATIONS

Lending Leads is a relationship based prospecting tool
for commercial and residential lenders. It delivers granular
information ideal for business development, competitor
analysis, and identifying lending opportunities in Arkansas.

Designed with banker input, Lending Leads improves
efficiencies, fills gaps left by other vendors, and makes
data actionable.

« Business intelligence source

+ Qualified lead generator

- Mortgage filing and maturity dates
« Data to help with CRA efforts

» Cloud based—No integration with core systems

ARKANSAS
Schedule your demo today! BASED

Lending-Leads.com [auts

To Discuss How p Can Provide An Insurance Solution For Your Organization

=X info@Lending-Leads.com

251.978.2858 866.300.7020

Wallace Consulting Co., LLC
is dedicated to mitigating
Fair Lending and CRA risks at
banks of all sizes.

Founded on 19years of regulatory experience,
Wallace Consulting Co,. LLC is the premier
provider of fair lending, CRA, and HMDA
consulting services in the State of Arkansas.

Michael P. Wallace
President

Regulatory Insight ¢ Discrimination Referral Experience ¢ Successful CRA Rating Appeal

FAIR LENDING AND CRA RISK MANAGEMENT SERVICES

e Fair Lending Audits e CRA Self Evaluations
e Redlining Analyses ¢ CRA Ratings Appeals
e Fair Lending Risk Assessments e CRA Community Development

¢ HMDA Data Validations
¢ Due Diligence for Mergers and Acquisitions
e Customized Fair Lending, CRA, and HMDA Training

there’s a
WALLACE CONSULTING CO, LLC better co re

£ &L7X Fair Lending, CRA & HMDA Risk Management

Contact us today for a free estimate

MODERN BANKING SYSTEMS
(501) 258-9463 | mwallace @ wallaceconsultingllc.com | www.wallaceconsultinglic.com (8 0 O ) 5 9 2 - 7 5 0 0

modernbanking.com sales@modernbanking.com
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Through Arkansas Capital’s 2ND LOOK LOAN
ANALYSIS, we provide your difficult-to-fund
small business customers an independent and
comprehensive review of their new money or

restructuring requests.

An independent second look based on the SBA

and USDA eligibility requirements may identify PN

creditworthy small businesses that would not | G 3

otherwise be able to access the desired credit. A% r/

200 River Market Avenue, Suite 400 | Little Rock, Arkansas 72201 | 800.216.7237 | arcapital.com
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FROM THE BOARD ROOM

~How-to BudgetinUncertain

A
— - —_— - — , g :
P — — ‘e
BY-PHILIP K. SMITH and CHARLES PLUNKETT S - —
-
. . what your expectations originally were as
uri ng th S Coro Navirus reflected in your budget. You might find it
. helpful to see the level of variance in loan
OUtb rea k/ We rece IVed d production of key officers or in key loan

categories. You might want to see where

queStion from d Board Chalr additional expenses increased or, perhaps

even more importantly, the areas where W22 RAN O Tetia/ le1 Re s

that essentla”y aSked the queStion; you were able to save some operational CEO of Gerrish Smith Tuck,

: expenses which produce a recognition of QTN ETIXE R AT
what good is the budget? The Board |[sesaulubernsbnnsCem . .. s ssociatc Member.

organization once things returned to You may connect with

Chair’s comment was that the Cormal. Philip at
. (901) 767-0900 or
bUdget had ObVIOUS|y been Furthermore, in light of the concerns of psmith@gerrish.com.
d | d ” . d f your officers, or based on some other ; U T 1
eve Ope Well In advance o element of your compensation structure,
. it may make sense to make a one-time
COI’OﬂaVII’US concerns and; exception to your incentive compensation
- - lan th izes th i f
therefore, all of the anticipated Fapidlyrisingrotes or the netessiy 10

shrink the overall asset size of the

revenue Stru Ctu res fro m tra d H-_lo Na | organization due to capital constraints.

Management might still be entitled to

|end|ng and InveStment aCtIVItIeS some type of incentive compensation at

the end of the year or at least the right to

are Clearly nOt gOing tO UnfOId the earn additional compensation through

their hard work and dedication during the

way it was expected. Similarly, the realignment. The Board may find it

necessary that payment is deferred a year

overall expense structure may have [——TSinainiising Charles Plunkett is an

o o (2 . . financial stability. attorney with Gerrish Smith
changed significantly. We think this Tuck an ACE Associate
If an officer or other employee receives Member. You may connect

is a good topic to reexamine in light | ksiubeiaiiisntis e Chorle of

. . there is a delicate balance of determining (901) 767-0900 or
of the uncertain environment that |[ESEENRUNARERAIE /. /. ccrish.comn.

on production or realigning targets to new

haS fO”O\Ned CoronaVIrUS SO/ IS the lines of business with encouraging continued performance. During this

period, the Board must emphasize the importance of maintaining the

b u d get WO rt h | eSS? viability of the organization into the future.

In this Bank’s situation, and in many of the situations of our clients, the As many of our clients found following the initial Coronavirus outbreak,
budget is often of vital importance because executive compensation and will likely recognize following the current period of uncertainty,
may be tied to benchmarks in the budget. If you are a senior loan the bottom-line is that there are still good uses for your budget in
officer trying to ensure that total loan production in a particular unique times, as long as the Board recognizes that holding

targeted area exceeds budget by a certain percentage in order to management accountable to the old performance metrics that were
achieve your incentive compensation goals, has that now, in essence, established in a different time and place may not be an appropriate
become a disincentive because you realize there is no way you are “measuring stick” for the current operating environment.

going to meet that this year? Should we, alternatively, simply modify | & (]
the budget to meet the current conditions? How do we address

unknown situations in the future? GERRISH SN”TH TUCK

We generally do not favor modifying the budget. It is what it is. Even if

the environment changes substantially, it is important then to be able y

to measure the extent of the change in the environment compared to CO“SUItantS and Anome.\ §
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GO DIGITAL
WITH YOUR
LOAN MARKETING

Nearly 60% of people would consider another
lender for a mortgage loan, auto loan or credit card.'

Deepen relationships with customers and stay top of mind
with always-on, multichannel loan offers at their fingertips.

Be in front of your customers consistently by providing:

> Single-loan preapprovals
> Multi-loan preapprovals

> Trigger-based offers

Combining proprietary consumer data and timely alerts from multiple

credit bureaus offers the best opportunity for acquiring new loans

6 0% of loan shoppers will commit
to a loan within a week of a credit

bureau inquiry.?

" Vericast 2022 Financial Services TrendWatch
Z Vericast client data

For additional lending insight, download the

2022 Financial Services TrendWatch report

vericast.com/FinancialTrendWatch

Learn how we can help you expand for your lending portfolio

at vericast.com/Acquisition

N|

1.800.351.38432 contactHC@harlandclarke.com

[0}
(6N
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Arkansas's Premier Choice for Managed IT Services

a <0 JMARK

A team of IT experts dedicated to
making your bank’s technology
secure, productive, and scalable.

Stay up to date with our 2021 Summit Series at jmark.com/summit-series!

JMARK.com
o)
o JMARK 844-44-JMARK
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PROUDLY SUPPORTING
THE BANKING INDUSTRY

FOR OVER 20 YEARS

QG&T

QUATTLEBAUM, GROOMS & TULL PLLC

BANKING | BANKRUPTCY | BUSINESS TRANSACTIONS
REAL ESTATE | SECURED TRANSACTIONS | TAXATION

LITTLE ROCK | 111 Center Street, Suite 1900 | Little Rock, AR 72201
NW ARKANSAS | 4100 Corporate Center Drive, Suite 310 | Springdale, AR 72762

(501) 379-1700 | www.QGTLAW.com
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To answer that question, start by evaluating where your
community bank is now. Identify your strengths and
where pitfalls may lie. In today’s environment in
particular, ask yourself:

Where are the gaps with my current customers?

Start with good data analytics to gain a line of sight into
customer behaviors. Companies like ThinkTECH alum and
data analytics provider KlariVis can help establish what'’s
going on in your bank and with your customers to help
prioritize next steps.

What am | doing to evaluate my deposit strategy in this
deposit-gathering market?

Did your gap analysis reveal deposit leakage? If so, how
can you address it? You can apply that knowledge to your
current base as well as new targets. Solutions from
companies like ThinkTECH cohort participant Micronotes
can help you execute on loan, deposit and retention
opportunities using data.

RKANSAS
ACOMUNITY BANKER

Do | have the right tools in
place to protect my bank?
With the emphasis on
digital solutions, are you
also ensuring you have
adequate safeguards? Put
solutions in place that
support risk mitigation
around digital development.
ThinkTECH participants like
Fraud.net can help with
proactive fraud mitigation.

While these questions just
scratch the surface of digital
considerations for
community banks, they offer a framework to begin
evaluating what matters most to your institution. Given all
you have experienced this year, and no matter where you
are on your digital journey, it’s totally appropriate to
reevaluate your strategies and refine them for the next
phase of digital evolution.

The solutions ICBA has curated through the ThinkTECH
program have been chosen with that in mind. Our goal is
to serve as your trusted advisor throughout your digital
transformation. So, as you look toward 2024, reach out to
us to work through these and other key questions. We
want to ensure you have the right partners in place to
lead your march toward the future of banking.

w AB

ICBA THINKTEC

The center for cutting-ed
and the driving force behind industry innovation.

e financial technology

ICBA
Innovation
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A BOXX Modular company
DISASTER RECOVERY PROGRAM LEASING & SALES
Space Custom
14’x70" commercial bank with enclosed office(s) Full-service buildings with custom options
Two ADA compliant restrooms Design and build custom solutions
Teller stations with under counter steel pedestals
Night depository with TL 15 safe Additional Services
Alarm & CCTV systems Complete turnkey on-site services available
Furniture including file cabinets including: fire proof cabinets, ADA ramps, decks,
canopies and tube systems
Power

Generator capable of powering the MPA facility

Technology

Laptops, printers/fax, digital phones
Portable internet dish and core processor
connection

Connectivity
Satellite connectivity solution

888-233-1584 | www.mpasystems.com
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The Arkansas Community Banker is published quarterly and read by over 2,500 community bank
directors, CEQ’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 training purposes as well as future reference.
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® Lively

The Thriving HSA
Opportunity for Banks

And How to Stay Ahead of the Competition

The rapid growth of the Health Savings Account (HSA) market is difficult to ignore. Total HSA assets saw
a 25% year-over-year increase in 2020 and are projected to exceed $100 billion in 2022. This presents
a unique opportunity for banks looking to differentiate and grow their footprint, without diverting their
limited resources to build or administer an HSA offering.

Industry momentum shows no sign of slowing

No other savings vehicle can match the HSA’s triple-tax advantages for long-term healthcare and retirement
needs. As healthcare costs continue to rise, employers are increasingly offering HSAs to balance employee
wellness and the bottom line. This trend underscores the potential for banks beyond just retail business.

AMERICANS ARE COVERED BY o OF ALL HSAs HAVE BEEN OPENED
3 APPROXIMATELY 30 MILLION HSAs 54 o IN THE LAST 3 YEARS

OF ALL ELIGIBLE EMPLOYEES HAVE

(o) AVERAGE HSA ACCOUNT BALANCE
62 / © LCms 1O HoAs THROVOH THEIR $ 2 ’728 INCREASED 51% IN THE PAST 5 YEARS

EMPLOYER-SPONSORED PLAN

' Optimized HSA experience drives maximum returns

. Like any financial account, simply providing access to HSAs is not enough. Modern HSA providers, such as Lively,
pair proprietary technology with user-centric design, all backed by dedicated support and personalized education.
| Theresultis significantly higher engagement and contributions compared to the rest of the industry.

AVERAGE LIVELY HSA ACCOUNT P LIVELY HSA 2020 CONTRIBUTIONS
| $ 5 70 4 BALANCE IS MORE THAN DOUBLE 57 /o WERE CARRIED INTO 2021, COMPARED
’ THE INDUSTRY AVERAGE TO 28% INDUSTRY AVERAGE
o LIVELY ACCOUNT HOLDERS AVERAGE LIVELY NPS INDICATES
+37 /O CONTRIBUTE MORE TO THEIR HSAs 73 HIGH LEVEL OF ACCOUNT HOLDER
| THAN THE INDUSTRY AVERAGE SATISFACTION WITH THEIR HSAs

Find out how Lively’s turnkey HSA solutions can enhance your bank’s offerings.

Sources: [1] Devenir Research. “2020 Year-End HSA Market Statistics & Trends.” March 2021. [2] Devenir Research. “2020 Devenir & HSA Council Demographic Survey.” June 2021.

@ livelyme.com partnerships@livelyme.com &) 1.888.576.4837
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"JTS has gone above and

beyond to help whenever we

need them. They have taken JT S,NENJ,ONLL&,,L\!RQ< AL
a huge workload off our VERY
small HR Department.

When you have a small
business, adding

JTS is like expanding ﬂ 0 @

your team.’

- Bank of Little Rock Partnering with :
Arkansas community banks to help drive

efficiency, savings and growth.

Employee Benefits | HR Consulting

john@jtsfs.com
www.jtsfs.com

'ﬁ\

. Preferr ‘, z

Your One-Stop-Shop for all of your
Employee Benefit Solutions

» Group Health Insurance

» Dedicated Account Team

« Simplified Bill Reconciliation

» Employee Education and Communication
» Dedicated Employee Support



http://www.jtsfs.com/
mailto:john@jtsfs.com
http://www.jtsfs.com/

Always Your Partner.

Never Your Competition.

FNBB is your trusted correspondent banking partner. With
FNBB, you gain access to a financially stable provider and
the assurance that we will never be your competition.

Jay Wisener Keith Jones
Regional Market President Correspondent Lending Officer
jwisener@bankers-bank.com kjones@bankers-bank.com
Lending Services
Operations Setrvices

Capital Markets Setrvices
Bank Formation Services
FNBB Services Corp. Services
FNBB Capital Markets, LLC Setrvices
FNBB Insurance Agency, LLC Services

'\ First National Bankers Bank /'

Herbert Thomas
Relationship Manager

hthomas@bankers-bank.com

FNBB Capital Markets, LLC services are offered through an affiliate FINRA broker dealer
FNBB Services Cotp. is not a CPA firm and does not engage in the practice of public accounting
Insurance products are not insured by any Federal government agency Not a deposit Not FDIC insured and not guaranteed by this hank
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