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BSC ensures success by partnering with
Community Banks to help navigate the epic
changes in this new era of Banking regulations.
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Corey Craig, President/CEO
Citizens Bank,

Matt Evans Mount Vernon, KY
President and CEO

SERVICES:

* Loan Review
* Compliance and Fair Lending Audits and Consulting
* ACH Compliance Audits

* Bank Secrecy Act and Anti-Money-Laundering Audits
* Internal Audits and Controls

* Asset and Liability Management (ALCO) Audits, Including Backtesting
« Examination and Investigation Consultation / Problem Banks

» Strategic Planning Consultation

* Training

For more information, contact us at 859.263.5427
Email: contact@bankersservice.com BSC an ICBI Affiliate



KBACONVENTION.COM

CONVENTION REGISTRATION IS NOW OPEN
REGISTER & MAKE ROOM RESERVATIONS ONLINE TODAY!

forward
thinking

iInnovative strategies
for a good return

Join FHLB Cincinnati for our 2021 Financial Management Conference, Forward Thinking, at
the Renaissance Hotel Nashville on August 4-5. Our annual summer conference provides our

members with an opportunity to hear from industry experts on a variety of important topics
that are both relevant and timely. Register now at fhibcin.com.

FH LB Financial Management Conference « August 4-5, 2021 « Nashville, TN




WHO WE ARE: The KBA is a nonprofit trade
association that has been providing legisla-
tive, legal, compliance and educational ser-
vices to its member institutions since 1891.
KBA's directors and staff work together with
its members to make the financial services
industry a more effective and successful
place to work. The strength of the KBA is
bankers unifying as an industry to speak as
one voice.

WHAT WE DO: The purpose of the Kentucky
Bankers Association is to provide effective
advocacy for the financial services industry
both in Kentucky and on a national level;
to serve as a reliable and responsive source
of information and education about areas
of interest to the industry; and to provide
a catalyst and forum for collective industry
action. The KBA does this in 4 ways:

1. Government relations & industry advocacy
2. Information interchange

3. Education

4. Products and services
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ABA Homeownership Study

For helpful information and consumer resources
visit aba.com/consumers



J

My Olc

CHAIRMAN'S CORNER by Mr. J. Wade Berry
President & CEQ, Farmers Bank & Trust Co.
2020-2021 KBA Chairman

d

The Kentucky Bankers Association will gather this September at the
legendary Grove Park Inn in Asheville, North Carolina to celebrate the
association’s 130th annual convention. This year’s convention theme
is “The Sun Shines Bright,” a not-so-subtle nod to Stephen Foster’s
1852 classic “My Old Kentucky Home, Good-Night.” The mood and
meaning of the song “My Old Kentucky Home” have long been debat-
ed by everyone from casual listeners to academics, especially around
Kentucky Derby time. There is, however, widespread consensus when
it comes to the subject of “actual Kentucky homes” in 2021; whether
you’re planning to buy an old Kentucky home or build a new one, it’s
going to cost a lot more money now than it would have cost a couple
of years ago.

TRULY A SELLER'S MARKET

Home prices are soaring nationwide. More than half of the homes that
sold in May sold ABOVE the seller’s asking price. More than half!
Low interest rates combined with pandemic-inspired desires for more
space and the ability to work from home have led
to bidding wars, surging prices, and low invento-
ry in many markets across the country. Gone (at
least temporarily) are the days of sellers setting
home prices high to allow room to negotiate in
hopes of meeting in the middle after receiving
a low ball offer from a prospective buyer. This
truly is a seller’s market. Sellers want top dollar
for their homes and they aren’t willing to do any
repairs. Homes are being offered for sale “as-is”
and the usual contingencies are becoming things
of the past. Besides offering above asking price, prospective buyers
who want to compete for the best homes are agreeing to waive apprais-
als and inspections lest the seller ignore their offer and move on to a
buyer who’s willing to accept greater risk.

WAITING ON THE RIGHT PROPERTY

I’m directly involved in one telling example of what’s happening in to-
day’s market. In May, | pre-approved a couple to buy a vacation home
on Florida’s Gulf Coast. After looking for several weeks and seemingly
being a day late on every deal, the couple decided that the wife would
get a hotel and stay in Florida full-time so they could be ready to make
an offer the day a suitable property was listed. After a week waiting
for the right buying opportunity, the couple found the condo of their
dreams listed for $899,000.00. Within four hours of the condo being
listed, there were five offers made above the asking price. My cus-

Kentucky
ot more than it used to be...

“Gone (at least temporarily)
are the days of sellers setting
home prices high to allow
room to negotiate in hopes of
meeting in the middle after
receiving a low ball offer from
a prospective buyer.”

Home is worth

tomers became the winning bidders by offering $910,000.00 and waiv-
ing all contingencies other than a termite inspection. There was little
chance that the condo would appraise for the purchase price given that
the seller had only paid $690,000.00 for the property in the Fall of 2020.
Plus, an identical condo had sold for $888,000.00 two weeks prior to
my clients’ offer. Since my clients were extremely strong financially,
our bank was comfortable with the deal even with the knowledge that
the buyers were paying well above market for the property. Two weeks
later it seemed as though my clients had gotten a bargain because an
identical condo in the same neighborhood sold for $950,000.00. When
and where this stops is anyone’s guess at this point.

HOMES IN THE COMMONWEALTH

Kentucky’s real-estate market, much like its weather, isn’t quite as hot
as Florida’s. But it’s still pretty darn hot for Kentucky! Average home
prices are up 20% or more across much of the Commonwealth, and
many Kentucky markets are reporting average days on market of seven
days or less. I’m not surprised that Kentucky’s
larger markets like Louisville, Lexington, and
Bowling Green are seeing homes sell quickly
for more than the seller’s asking price. But |
am surprised to observe the same trend in small
to mid-sized towns in my part of the state like
Henderson, Paducah, and Eddyville. My old-
est daughter is considering buying a home in
Paducah. I went with her to look at a house ear-
lier this year and | personally experienced the
unsettling feeling of looking at a newly listed
home while two other potential buyers were waiting in the driveway
with their respective realtors.

WILL THE BUBBLE BURST?

It’s reasonable to wonder if the pressure to make quick buying deci-
sions will lead to poor individual buying decisions and future economic
woes for our country. After all, today’s real-estate market feels a lot like
the real estate market of 2006 before the bubble burst. When the last
bubble burst, it triggered a global financial crisis and one of the deep-
est economic downturns since the Great Depression. Thankfully, there
is a major difference between what is happening today versus 20006.
Lending standards today are significantly tighter and it is much more
difficult for buyers with poor credit or questionable repayment capacity
to get a loan to buy a home.

continued on the next page
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continued: Chairman’s Corner

BUILD A NEW HOME?

Buyers discouraged by rising home prices and the intensely competi-
tive market for existing homes are unlikely to find building a new home
to be a better option. Lumber prices soared to all-time highs during the
coronavirus pandemic, fueled by strong demand for new homes and a
surge in renovations during the lockdown. Prior to the pandemic’s offi-
cial U.S. beginning date of March 13th, 2020, lumber prices were $343
per thousand board feet. A year later lumber peaked at nearly $1,700
per thousand board feet in April 2021! Lumber is back down to about
$900 today, but even if you can afford lumber and other building ma-
terials, there is no guarantee that you’ll be able to find them. Shortages
of building products abound including staples like windows and doors,
appliances, and furniture.

ZOOM TOWNS

While rising home prices were common across much of the country,
there have certainly been geographic winners and losers in the global
pandemic. The work-from-home experiment was a resounding success
that led many large companies to close their large and expensive corpo-
rate offices in major cities like New York and Chicago.

That’s great news for millions of workers who’ve spent much of their
lives stuck in city traffic. Those workers are leaving crowded cities be-
hind and moving to “Zoom Towns.” A Zoom Town is a community that
experiences a significant population increase as remote work becomes
more popular. The name is a play on “boomtown” and the name of the
web conferencing software program Zoom. People working remotely
while living in Zoom Towns have the opportunity to enjoy family ac-
tivities after work like hiking, biking, and skiing.

If you’d like to check out one of America’s most popular Zoom Towns
up close, you can do so by attending the KBA’s Annual Convention in
Asheville, NC, in September. As one of America’s most popular Zoom
Towns, “the sun is shining brighter” than ever on the Zoom town of
Asheville, North Carolina!

VISIT: communitybanker.libsyn.com TO LISTEN
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| STRAIGHT TALK by Ballard Cassadly

KBA President & CEO
bcassady@kybanks.com

_4

LEADERS LEAD

As the KBA ends our fiscal year, we are coming out of the pandemic
into a brave new world of business practices. Listen to the latest crop
of ‘talking heads’ long enough and you’ll wonder if it’s time to burn
all your policies and start over — though 1’m not sure how you do that
in an environment that feels like a landmine field of outrage over one
thing or another.

But my gut tells me people are still...well...people. The fundamental
instincts about people that have served you well in your life are worth
trusting — and that’s never been harder to do. The best advice given to
me on my first day in this job came from a banker known to all as Gen-
eral Beach. Just two words: leaders lead. With mounting pressure from
all sides to follow (whatever is being preached from media pulpits),
it takes guts to trust your own training and life experience in judging
what’s best for your bank. You may find yourself out of step with what-
ever ‘inarguable truths’ are in fashion this week, and those who dictate
such things will say nasty things about you.

“Regulations pressure us to dis-
criminate on the basis of many
things. But discrimination on
the basis of race? Besides being
illegal, it’s stupid. Bankers can’t
be stupid and stay in business,
not during the decades I’ve
been in their service.”

I’m minding that a lot less after reading a book
titled The Madness of Crowds, by a British guy
named Douglas Murray. Murray analyzes the
cultural changes swirling around us, the ones
that have most of the people you know saying
at least once a day, “This world has gone cra-
zy!” He taught me a lot about the history of
all these movements. (Murray is himself gay,
with very personal insights into one of those
movements.)

Most of these movements were founded for reasons most Americans
truly respect. And Murray traces their consistent progress toward their
stated goals, like a train approaching a station. But just on the verge of
pulling into the station, the activists at the heart of the movement con-
sistently derail the train and come up with new goals, again and again
and again. Otherwise, they’d find themselves out of work — and never
doubt it’s work that pays well. Just google Patrisse Khan-Cullors.

The problem is that full employment for activists comes at great cost
to the rest of us. The rage and bitterness their tactics are calculated to
stoke — in both the ‘oppressed’ and the ‘oppressors’ — are tearing
apart the very things that all of us depend on for life, liberty and the
pursuit of happiness. We’ve all seen who suffers most when that hap-
pens. And America’s enemies or ‘competitors? They’re delighted to see
us attacking ourselves with ideologies as deadly as any virus.

There’s no vaccine for this disease. There’s only reasoned, principled,
courageous and far-sighted leadership — not to be confused with what
is more truly “followship.” When the MLB vyielded to activist noise
and took the revenue from its All-Star game from a city with 51% mi-
norities and gave it to one with 10% minorities (as a show of support to
those same minorities), we saw followship in action. For a while now,
I’ve been scanning the media for examples of leadership and follow-

ship. I see a lot more of the latter than the former, and that scares me as
much as anything else on the evening news.

But | had a football coach who preached (right from the book of Ne-
hemiah) how each of us is responsible for our piece of a given wall,
whether that’s a wall around Jerusalem, a defensive line, or civic re-
sponsibility. So, I’ll let others worry about Major League Baseball. My
focus needs to be on leadership in the banking industry, on the values
and priorities my industry is prepared to defend against any and all
comers.

Increasingly, | think, policies have become key expressions of val-
ues and priorities, a place to demonstrate virtues. Of those I’ve seen
recently, a few stand out. Consider priorities like *“driving inclusive
and equitable economic growth,” “protecting consumers by ensuring
a consistent regulatory approach,” and “supporting a dynamic bank-
ing industry.” When inevitable tensions arise
in pursing those goals, who or what takes pre-
cedence — the banks that are your members,
consumers, or whoever defines ‘inclusive and
equitable growth’ in any given week? | do not
envy a board those deliberations.

I’ve also seen “helping community banks flour-
ish.” In my experience of bankers and as a bank-
er for the first decade of my career, that poli-
cy also speaks to broader societal concerns. It
reminds us that banks only flourish when their
communities do, their ENTIRE communities.
Personally, I’ve never seen a bank turn away a financially viable cus-
tomer. That is not to say I’ve never seen discrimination in the dictio-
nary sense of recognizing the difference between one thing and an-
other. Regulations pressure us to discriminate on the basis of many
things. But discrimination on the basis of race? Besides being illegal,
it’s stupid. Bankers can’t be stupid and stay in business, not during the
decades I’ve been in their service.

So, when the KBA speaks for the bankers who are its members, wheth-
er speaking through the KBA’s policies or in any other venue, we will
take the risks that leaders have always had to take, the risk of offending
someone. We will unequivocally defend our industry on the basis of
what we witness every day and what we see as essential to its viability
going forward. When that kind of leadership puts us on the wrong side
of intellectual fashion, we will pay a price. But it won’t be as high as
the price of followship, which — like the rents in New York City — is
just “too damned high.”
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Banc Consulting Partners can help your bank analyze how

BOLI can increase bottom line earnings. BOLI has been used
for decades as a high earning, credit worthy asset for
community banks. When you want the best for your
institution and a dedicated long-term partner,
talk to Lou Moore and Lon P. Haines at

Banc Consulting Partners.
WHEN IT COMES TO

BANK OWNED

LIFE INSURANCE (BOLI)
You Need A Long-Term Partner.

“CUB began working with Banc Consulting Partners in
2020 on a strategic BOLI implementation. BCP was
knowledgeable and professional every step of the way

Lou Moore
MANAGING PRINCIPAL

and anticipated our every need. They were able to 440.356.8860 PHONE
make a relatively complex issue easy to understand 216,789 8889 HOBIE
Yy comp Y 440.730.3130 FAX

and quick to implement. Their experience with any
regulatory issues or concerns was also important. We
recommend them highly.”

— DAVID M. BOWLING, CEO CITIZENS UNION BANK

Imoore@yourbankpartner.com

Lon P. Haines
MANAGING PRINCIPAL
“The relationship that Farmers Bank & Trust

Company’s Management Team and Board of Directors
has with Lou Moore and his team at Banc Consulting

267.773.7617 PHONE
856.577.7305 MOBILE
Iphaines@yourbankpartner.com

Partners is one of the closest and most valuable
relationships that we have. Our partnership with
Lou consistently produces highly efficient earnings
while helping us recruit and retain key employees

and offset rising benefits costs. For nearly 20 years, g C ?

Lou has consistently exceeded our expectations

of performance, service, and character. | highly B ANC CONSULTI NG
recommend Lou Moore and Banc Consulting Partners PARTNERS

to Kentucky’s community banks."”
— J. WADE BERRY, PRES. & CEO, FARMERS BANK & TRUST CO.

YOUR BOLI & BENEFIT PARTNERS




MY TWO CENTS by Debra Stamper
KBA Executive Vice President & General Counsel
dstamper@kybanks.com

|
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Currency

My last article addressed the “Wild, Wild West” of unsupported
digital assets. But there is another consideration when you look
at digital assets and that is central bank digital currency (CBDC).

CBDC is different than bitcoin and similar, independent digi-
tized assets in that it is tied to an actual supported, stable value
as a central bank (the Fed in our case) controls the value of the
digital currency as part of the larger economic picture. China,
most notably, and some other much smaller countries are already
testing digital currencies in limited manners. The Fed is now
considering whether there is a need for a CBDC in the United
States and also whether it would harm the current banking sys-
tem and/or the economy.

The first question the Fed is trying to answer is whether there
is a need for a digital currency. How would a digital curren-
cy perform differently than the many online/phone application
payment methods (such as Venmo, PayPal, Apple Pay) that in-
dividuals can use now? Well, for one thing, you would have to
assume that a consumer using CBDC would not need to have a
bank account. Just as with paper currency, the consumer would
be or should be able to maintain, probably through a digital wal-
let protected with blockchain, CBDC and spend it directly with
retailers or other consumers—the same as they would using pa-
per currency. But some online/phone application payment meth-
ods have a lag time because of the communication between the
app and the bank account where the money is stored. CBDC
would and should eliminate any lag time, as it would be the same
as using paper currency. Does that mean there is a need? Or,
does the Fed’s promised FedNow program take care of the real
time concern.

FedNow is expected to be fully launched in 2023. It is expected
to provide for a “real-time” payment settlement system, available
24/7. 1t seems to make more sense to give FedNow a chance for
developed experience before starting a CBDC in the US. The
FedNow system is being designed so that banks of all sizes can
participate and determine their level of participation. A bank can
“Send and Receive” payments in real time for their customers;
the bank can opt to “Receive” only; a bank can participate in “Li-
quidity Management Transfers”; and/or use it for correspondent
bank services.

Bank Digital

Help Banks?

You should read more at https://www.frbservices.org/finan-
cial-services/fednow/about.html to learn how your bank can pre-
pare for and use FedNow for your customers and your success.
Opponents to CBDC argue that it eliminates the need for tra-
ditional bank accounts, which will hurt the banking system by
encouraging consumers to leave the traditional banking system
and eliminating transaction processing performed through the
banking system and eliminating fees associated with that.

Proponents say that CBDC will introduce the unbanked to the
banking system. But will new companies develop to assist con-
sumers with digital wallet capacity WITHOUT the need for a
bank account. And, what happens if a consumer forgets the cre-
dentials needed to access the CBDC or if a hacker obtains access
to the Fed’s control?

This is much to think about.
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2021 SESSION IN SUMMARY A IDGOVERNMENT ARELATIONS

Every year we report just how notable the legislative session has been for one reason or another and the 2021 Legislative Session is no
different. With COVID-19 still a major concern, committee meetings were hybrid, using both remote and in-person participation. However, no
live audience was allowed and individuals wishing to speak on issues raised were required to do so via technology or receive special permission
to attend in person. Lobbying efforts were also restricted. Without open access to the Capitol and the annex, discussions with legislators were
scheduled on zoom and/or conference calls. That resulted in a number of bills (not just banking bills) moving faster, or slower, than they would
in a year when legislators were able to hear the full story. In addition, the General Assembly was primarily focused on COVID-19 issues, powers
of the Governor during emergencies (and what constitutes an emergency) and the budget. Regardless, there were more than 1200 bills and reso-
lutions drafted and 206 bills passed.

Bills that impact the banking industry are summarized below. Each bill, unless it contains an emergency clause will go into effect 90 days
from the end of session, May 30. If you need more information on any of these bills, please contact Debra Stamper at dstamper@kybanks.com.

SB5 — COVID Liability.

SBS is a tricky bill. It is designed to protect some businesses and all premises owners from liability for certain COVID-19 related
claims occurring on or after March 6, 2020.

With regard to premises owners, SB5 protects them from liability “for any alleged injury, loss, or damage to persons or property aris-
ing from a COVID-19 claim” and expressly states that premises owners do not “owe a duty to protect from or warn about any risk related to or
caused by COVID-19.” In order to benefit from the protection of this law, the premises owner must follow “all orders and guidelines related to
a COVID-19 declared emergency issued by the Governor or any state agency, the President of the United States or any federal agency or a local
governmental agency” and “any specific guidelines related to a COVID-19 declared emergency adopted by a state agency that governs the indus-
try.” The protection of SB5 does not apply if the injury results from “gross negligence, or wanton, willful, malicious, or intentional misconduct.”

The protection of essential service providers is slightly different. The bill lists a number of industries which are defined as “essential
service providers.” “Financial institutions” are included in that list. The express language of SB5 provides that essential service providers “shall
not be liable for any COVID-19 claim,” unless the essential service provider actions show “gross negligence, or wanton, willful, malicious, or
intentional misconduct.”

The difference between the protections provided for premises owners (damage to persons or property) and essential service providers
(any COVID-19 claim) is significant because ‘any claim’ could include things like contract issues. SB5 is also interesting because it does not
appear to protect businesses which are not either premises owners nor essential service providers. So, for example, a mall owner would be pro-
tected as a premises owner but the leasing business owners would not unless they were also essential.

SB5 is not likely to protect covered businesses/owners from all litigation, however, as the issue of whether the defendant acted in ac-
cordance with any executive order will be subject to debate, as well as the issue as to whether the defendant’s actions were “gross negligence, or
wanton, willful, malicious, or intentional misconduct.”

SB11 - Criminal Damage to Rental Property. SB11 creates new categories of criminal mischief as follows:

“A person is guilty of criminal mischief in the first degree when, having no right to do so or any reasonable belief that he or she has such
right, he or she ...As a tenant, intentionally or wantonly defaces, destroys, or damages residential rental property causing pecuniary loss...” .

If the loss is $1000 or more, it is first degree; more than $500, but less than $1000, it is second degree; and less than $500 is third degree.
SB62 — Commercial Quadricycle. Provides that commercial quadricycles are not motor vehicles.
SB105 — Abandoned and Blighted Property.

This is a bill that has been discussed and negotiated for many sessions. It sets forth a process by which certain abandoned/blighted prop-
erty can be rehabilitated and sold, or demolished and the real estate sold. The benefits to this type of legislation includes retention of neighboring
property values and recovery of unpaid and future property taxes.

Under the language of the bill a property, which may be commercial or residential, may be designated as “abandoned and blighted” if
three or more of the seven listed conditions can be established. Those seven conditions include unfit for use; noncompliance with code violations;
material increase of fire risk; attractive nuisance, etc. Once established a conservator will be assigned by the court if the conservator prepares
all necessary information, including a sworn statement that the property: has not been legally occupied in the last 12 months; has not been listed
for sale in the last 60 days; is not currently in foreclosure; has been owned by the current owner for more than six months; and, if subject to an
outstanding mortgage, the lienholder has waived their right to stop the proceedings. Further, lienholders must receive notice.

12 | KENTUCKY BANKER MAGAZINE



2021 SESSION IN SUMMARY A IDGOVERNMENT ARELATIONS

SB105 — Abandoned and Blighted Property. (continued)

The process by which abatement of issues is then taken is very specific and potentially very costly. There certainly may be times when
a creditor is willing to get the loan out of its portfolio. But, even if a creditor waives their right to stop the proceedings, they may still participate
in the notice and comment process of the conservator’s plans.

Because funds will be needed to abate or destroy the property, it is unlikely that there will be sufficient fund to pay all lienholders in the
order of priority established by the bill. Therefore, it is very important that bank staff and attorneys are aware of this new process and evaluate the
benefits and costs of participation.

HB1 — Reopening the Economy.

This provides that any business, school, not-for-profit etc., may “remain open and fully operational for in-person services so long as it
adopts an operating plan that:” meets or exceeds the least restrictive of CDC or executive guidance; fosters safety (including social distancing);
posted at the physical entrance and on the website. There are other provisions regarding specific businesses unrelated to banking.

HB172 — Real Estate Appraisers Board.

Requires that investigators for the Board must have a general appraisers license and at least 5 years experience. Requires that complaints
must be filed with the Board within 5 years of the transmittal of the appraisal or review OR within 2 years of a judicial disposition in which the
appraiser provided testimony. (Does not apply to complaints that the appraiser was not qualified to render the appraisal or review).

HB210 — Mandated Adoption Leave.

Employers must allow the same benefits to newly adoptive parents of children under the age of ten as they allow to birth parents or,
absent a birth benefit, no less than 6 weeks. This does not apply to certain adoptions by family members or foster parents.

HB231 - State Depositories.

Clarifies that all Kentucky chartered or national banks and thrifts are eligible state depositories if the Treasurer has not specifically desig-
nated a list of allowed state depositories. This bill further provides that the collateral pledged by state depositories must be sufficient to cover de-
posits in excess deposit insurance as valued on the last business day of each quarter. The list of acceptable collateral has been modified to include
real estate owned by the state depository. State depositories may seek permission by the State Investment Commission to forgo collateralization
by providing a surety bond covering 80% of the deposits not covered by FDIC insurance.

HB278 — Tax Treatment of PPP Loans.
Provides that state tax treatment of PPP loans will be consistent with the treatment of the same by federal law.

HB325 — Treatment of CBD Products.

Authorized CBD processors shall be treated by the state as food or cosmetic manufacturers. Their products must bear the specifically
required labeling.

HB413 — Unemployment Insurance Trust.

For the years 2021 and 2022, this bill freezes the taxable wage base and tax rate to that of 2020, and provides that no surcharges will be
assessed. Benefits paid because of the pandemic will be charged to the pooled funds and not to individual employers’ reserve accounts.

HB435 — Notice of Claims Against Estates.

Repeals the statute of limitations that was passed last year (8 months) and returns it to that before 2020 (6 months after appointment of
personal representative /2 years after death).

HBA475 — State OSHA Laws and Regulations.

Kentucky laws and regulations may not be more restrictive than federal OSHA laws and regulations.
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Town & Country Bank and Trust Co.
Announces New President/CEO

Town & Country Bank and Trust Co. (TCBT) announced the appoint-
ment of David Greenwell as President and CEO of the Bank. Green-
well will replace retiring President and CEO Raffo Wimsett who has
served in the position since April 2014.

Greenwell started his banking career at National City Bank in 2003 and
joined TCBT as a lender in 2011. He served in various roles before be-
ing named to the Executive team as Chief Credit officer in April 2016.
David Greenwell, a native of Bardstown, KY, earned his bachelor’s
degree in Management and Supervision from Saint Catharine College
and holds his master’s degree in Accountancy from the University of
Phoenix. In 2019, he completed the Graduate School of Banking at

Colorado’s Executive Development Program for Community Bankers. Board Vice Chairman Bill Conway added that "we are very fortunate

to have David Greenwell, a very sharp individual, on our team. He
will be great at continuing the path of Town and Country Bank moving

Board Chairman Steve Hamilton notes that “Raffo’s inclusive, "
forward.

team-building style of management, coupled with his patience and dil-
igence is a big part of the reason Town & Country Bank and Trust Co.
has achieved market-leading performance the past several years. The
board and I are excited that David will be leading our bank and con-
tinuing the tradition of excellence that has been the hallmark of Town
& Country Bank and Trust Co. for well over a century.”

Mr. Conway also thanked Raffo for his years of service. “The Board
of Directors, Shareholders, Employees and Customers are extremely
grateful for the 38 years that Raffo dedicated to Town and

We perform real PENETRATION TESTING for your organization.

And, our penetration testing meets the requirements laid out in the FFIEC IT Handbook.

The FFIEC IT Handbook defines a penetration test as an assessment that “subjects a system
to real-world attacks, mimics a threat source's search for and exploitation of vulnerabilities.”
The goal of this type of testing is not to identify all the potential security issues in an
environment, but to assess the effectiveness of the implemented security controls
(whether technical or administrative) to prevent, detect, or respond to a threat actor

or threat action.

At Dean Dorton, our certified cybersecurity team members have been providing

penetration testing services in the financial industry for over a decade. Our penetration

testing approach is highly customizable, and can be conducted in either a complete

“kill chain” emulation or broken up to emulate individual tactics in specific scenario

based testing. Our penetration testing services are designed to meet the rigorous

requirements outlined for financial organizations and we can do everything remotely via
our secure, encrypted testing platform.

CONTACT US to schedule your penetration test.
Gui Cozzi ® gcozzi@ddaftech.com DO RTO N

Michael Gilliam = mgilliam@ddaftech.com

TECHNOLOGY

deandortoncyber.com




5 Tech Tips for the Hybrid Work Model

by Ben Lawrence, Managing Partner, Louisville Geek

After spending most of 2020 working from home, many leaders are
wrestling with how to best transition workers back to the office. Recent
studies indicate that most organizations are choosing a “hybrid” work
model, which in most cases means working in the office a couple days
each week. Coming to the office, even if only on a part-time basis,
permits employees to gradually reinstate boundaries between work and
home life, distinctions that perished for most people during the pan-
demic. Regardless of whether your organization is adopting a hybrid
work model or bringing all employees back to the office, here are a few
technology tips for your organization to consider as you prepare for
post-pandemic work life.

1. Expect shipping delays for laptops and other hardware.

The demand for laptop and desktop computers surged in 2020 and sup-
ply chains have yet to catch up. Industry leaders say the worldwide
global chip shortage will continue to have a severe impact on produc-
tion capabilities until at least the first or second quarter of 2022. If
your organization is planning to invest in new computers in the next
two years, we recommend placing those orders ASAP (especially when
ordering in bulk).

2. Create (or update) your cybersecurity incident plan.

Organizational security should be a core business focus, especially for
the post-pandemic workplace. In early June, the White House warned
American businesses to take urgent security measures to protect against
ransomware attacks. The open letter urged companies to adopt many of
the same defensive steps that it has recently required of federal agencies
and companies conducting business with the government. These steps
include employing a zero-trust security model, accelerating movement
to secure cloud services and consistently deploying foundational secu-
rity tools such as multifactor authentication and encryption. The full
report can be found on the official White House Website.

Responding to a data breach is much like disarming a bomb: every sec-
ond counts. In many cases, swift, decisive action can drastically miti-
gate the damage wrought by cybercriminals. Creating a cybersecurity
plan involves identifying the key stakeholders and your IT assets, as-
sessing your threats, cataloging your IT assets and creating a procedure
to handle potential threats. Once the plan is created, it’s important to
test for vulnerabilities on a regular basis. While this exercise might not
sound fun, having a plan in place can save your organization a world
of pain.

3. Ensure your organization maintains OFFLINE backups.

When ransomware strikes, the malware can attack anything the infect-
ed system has access to, so keeping an offline backup can mitigate this
risk. The main concept is that these backups should not be accessible
from your network at all, if possible. If your backups are online, make
sure access is not tied to a domain account and the system is as seg-
mented as possible from the rest of the network.

4. Embrace Security Awareness Training.

Though mostly unintentional, human error is the main cause of cyber
security incidents. But most organizations continue to invest almost
exclusively on technology, not users, to ensure that phishing and spear-
fishing attempts are detected before a user clicks on them. No employ-
ee wants to be the cause of a data breach but given that they are the last
line of defense for any organization, they should be consistently trained
on what to be on the lookout for and how to deal with potential threats.
Most Security Awareness Training programs are entirely online and are
very affordable (plans typically start around $2/month/user).

5. Continue investing in the right technology.

When the lockdowns began, organizations with the right technology
in place were able to transition seamlessly, while organizations who
were unprepared spent much of 2020 playing catchup. The pandemic
accelerated the shift to a digital world, so business leaders should be
very mindful of what technology investments they’Il need in the future.
For example, many small businesses who have traditionally purchased
desktop computers for their employees are realizing that a laptop with
multiple monitors offers more flexibility, particularly in a hybrid work
model.

If the pandemic taught us anything, it’s that our working environments
need to be agile and flexible enough to allow employees to work and
collaborate with colleagues and customers wherever they are based,
while remaining secure and manageable. And, despite the lack of cer-
tainty over the past year and a half, this new permanence is one that
business leaders can take to the bank (pun intended).

Scan here to schedule a free consultation:

FOR MORE INFORMATION
CONTACT | Selina Parrish
Director of Membership
sparrish@kybanks.com

“Louisville Geek is one of our favorite vendors. They came highly recommended by a

couple of our other vendors who were familiar with them. One of the things | greatly

appreciated was their flexible pricing. They tailored our proposal in a way that there
was no waste — we definitely get what we pay for with them.”

Christy Carpenter

Executive VP & CTO

Springfield State Bank
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Graduate School of Banking at LSU
Awards diplomas to KY Bankers

On June 2, 2021 one hundred twenty-nine bankers received graduation diplomas from the Graduate School of Banking at Louisiana State Univer-
sity. This three-year program provides courses covering all aspects of banking, economics and related subjects. Students traveled from twenty-one
states to participate in this Session. Eleven bankers received diplomas from Kentucky:

Wesley Mark Barker Farm Credit Mid-America Crestwood KY
Haley L. Clark First National Bank Brooksville KY
Christopher W. French ~ Bank of the Bluegrass Lexington KY
Jonathan D. Goforth The Citizens National Somerset KY
Nathaniel Dean Hamblin Bank of the Bluegrass Lexington KY
Monica Lynn Hamilton  Shelter Insurance Comp Campbellsville KY
Michael Laxton United Cumberland Bank Whitley City KY
Alan Lunsford Kentucky Bank Richmond KY
LaNeika RaShay Skinner Jackson County Bank McKee KY
Mark W. Sulski Kentucky Bank Georgetown KY
Misha Jo Wilson Farmers National Bank Lebanon KY

Sponsored by 15 southern state bankers associations in cooperation with the Division of Continuing Education at LSU, the banking school re-
quires attendance on campus for three years, with extensive bank study assignments between sessions. The faculty consists of bankers, business
and professional leaders, and educators from all parts of the U.S.

During their three summer sessions at the Graduate School of Banking, students receive 190 hours of classroom instruction, planned evening
study, and final examinations at the end of each session.

Visit www.crowe.com/disclosure for more information about Crowe LLP, its subsidiaries, and Crowe Global. © 2021 Crowe LLP. Audit2299-001C



Danny Coffey Retires from Hancock
Bank & Trust Company

Hancock Bank & Trust Company announced the retirement of Danny Cof-
fey from the bank and the banking industry. He has been in banking for
over 37 years and has served the multiple communities he lived in and
banks he worked for with a passion like no other.

“Saying he loved banking and people would be an understatement,” said
Claude R. Badgett, Hancock Bank & Trust’s Chief Executive Officer.

Growing up on a small farm in Cumberland County, Danny’s grandpa
Coffey advised him to get a college education, come back home, and farm
with him. He got two degrees from Western Kentucky University and stud-
ied agriculture, business, and economics. He never went home to farm.

Danny’s career started with Farm Credit System in 1972. He worked in the
Farm Credit System for 11 years and 8-plus banks since 1983, in mostly
credit administration, executive management and Board member. Many
of the banks he worked for had experienced management issues and loan
losses which resulted in weakened financial conditions and certain formal
agreements with various bank regulators to improve their management
practices and personnel.

Danny was almost immediately thrown into the fire and knew right away
what his calling was - fix troubled banks. He often said: “We need to focus
on one issue at a time. We are wrestling alligators and if we try to fight
all of them at once, we will die. We must take on the biggest alligator and
move forward one at a time.”

“That is exactly what we did, and because of this approach, Danny was
able to turn around one more bank for the better before his retirement,”

added Badgett. Danny Coffey

Danny said he has enjoyed every day he has been at Hancock Bank since
2013. It is said you never work if you enjoy what you do and the people
you work with. Everyone who encountered Danny knew how laid back he

was, and he was always pleasant to be around. He will be missed roaming “Saying he loved banking
the bank.

and people would be an
“Danny guided me into the person | am today,” said Badgett. “l am ex- understatement.”
tremely grateful for everything he did to teach me and help me grow as
CEO of Hancock Bank. Danny will be missed but not forgotten. He has Claude R. Badgett,
done many great things during his life, and it is time for him to enjoy the Hancock Bank &

chapters after banking. He deserves it more than anyone | know. Thank
you, Danny Coffey, for everything you have done. Best of luck in retire-
ment!”

Trust CEO
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ICS® and CDARS® have
new hames.

CDARS and ICS deposit solutions are
now IntraFi® Network Deposits™.

And all of our funding products
are called IntraFi Funding™.

IntraFi Network IntraFi
Deposits Funding

IntraFi Network Deposits can help your institution
manage its balance sheet and provide its customers
with access to millions in FDIC insurance.

And, we still offer our full range of wholesale
funding solutions. IntraFi Funding offers flexible
funding solutions to help banks of all sizes meet
planned or unexpected needs, regardless of their
liquidity position.

Same great products.
New names.

IntraFi

. Network™

IntraFi.com

Use of IntraFi Network Deposits and IntraFi Funding are subject

to the terms, conditions, and disclosures set forth in the applicable
program agreements, including the IntraFi Participating Institution
Agreement. Network Deposits, IntraFi Funding, and the

IntraFi hexagon are service marks, and IntraFi, ICS, and CDARS are
registered service marks, of IntraFi Network LLC.






COMPLIANCE CORNER with Timothy A. Schenk
KBA Assistant General Counsel

J‘ tschenk@kybanks.com

The world is opening! While it may be coincidental, it appears
that as we begin to interact more, so are the agencies that are
issuing new guidance daily and sometimes hourly. With these
changes come new questions. We wanted to share highlights of
those discussions and answers. Please feel free to reach out to me
at tschenk@kybanks.com with additional questions.

Q: Public deposits have been a huge issue for us along with
working with our local governments on funds they have re-
ceived through ARPA. We have an account open and prop-
erly collateralized in accordance with the public deposit stat-
utes. However, we’ve heard conflicting reports on whether
or not the funds can be in an interest-bearing account. Do
you have any information regarding ARPA funds and inter-
est-bearing accounts?

ARPA funds can be placed in an interest-bearing account. That
does not mean they must be placed into an interest-bearing ac-
count, but they are eligible.

Limitations on ARPA funds are primarily on usage:

» States and territories may not use ARPA funding to directly
or indirectly offset a reduction in net tax revenue.

* No deposits to pension funds.

* No funding debt service.

» No funding of legal settlements or judgments.

* No deposits into rainy day funds or financial reserves.

» General infrastructure spending is not covered as an eligi-
ble use outside of water, sewer, and broadband investments
or for maintenance of infrastructure.

It also important to remember that with the passage of House
Bill 231, public deposits must be placed in a “state depository,”
which is further defined as a “bank”. Credit unions are not de-
fined as “state depositories.”

Q: I have a borrower who is using her father’s primary resi-
dence as collateral for a HELOC. The father is not going to
be on the note. Does the Reg Z right of rescission apply to the
father? Is this exempt under the residential mortgage rule?

Yes. 12 CFR § 1026.23(a)(1) states:
In a credit transaction in which a security interest is or
will be retained or acquired in a consumer’s principal

dwelling, each consumer whose ownership interest is
or will be subject to the security interest shall have the
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right to rescind the transaction, except for transactions
described in paragraph (f) of this section. For purposes
of this section, the addition to an existing obligation of
a security interest in a consumer’s principal dwelling is
a transaction. The right of rescission applies only to the
addition of the security interest and not the existing ob-
ligation. The creditor shall deliver the notice required
by paragraph (b) of this section but need not deliver
new material disclosures. Delivery of the required no-
tice shall begin the rescission period.

The exemptions in 12 CFR § 1026.23(f)(1) include “residential
mortgage transactions.”

However, the official comment one (1) to 12 CFR § 1026.23(f)
(1) states that the exemption only applies to, “Any transaction
to construct or acquire a principal dwelling, whether considered
real or personal property.” This is not an acquisition or construc-
tion so the exemption would not apply.

Furthermore, the official comment five (5) to 12 CFR § 1026.23(a)
(1) states:

Under § 1026.23(a), the addition of a security inter-
est in a consumer’s principal dwelling to an existing
obligation is rescindable even if the existing obligation
is not satisfied and replaced by a new obligation, and
even if the existing obligation was previously exempt
under § 1026.3(b). The right of rescission applies only
to the added security interest, however, and not to

the original obligation. In those situations, only the 8
1026.23(b) notice need be delivered, not new material
disclosures; the rescission period will begin to run from
the delivery of the notice.

Consequently, the right of rescission does apply to the father. It
is also important to remember that it is considered a best practice
to provide all disclosures to the father that are prepared for the
borrower. Otherwise, there is risk that the father may not have
received enough information to adequately assess his right of
rescission.



Q: I have a couples of questions about Powers of Attorney,
I know that state law regarding Power of Attorneys have
changed a few times within the past few years, and at one
time there was a requirement that it be recorded. Are Pow-
er of Attorneys required now to be recorded? Can we, as a
bank, require them to be recorded, even if state law does not
require it?

Powers of attorney are not required to be recorded in Kentucky.
In fact, you cannot legally require a power of attorney to be re-
corded under the new law if the power of attorney meets the
validity requirements of KRS § 457.060. You must accept the
power of attorney if it meets those requirements.

There were a number of changes effective as of July 15, 2020.
Witnesses are no longer required (regardless of the execution
date of the POA). However, under the revised KRS § 457.050,
you do want it notarized. This provides you with a presumption
of validity.

PAC FUNDRAISERS

With the revisions from July 15, 2020, KRS 457.310 is a new
section that creates specific default bank powers. Those powers
can be modified through the terms of the power of attorney but
KRS § 457.310 now creates the presumption that a power of at-
torney has those powers unless otherwise limited or enumerated.
Default powers include, but are not limited to, making “banking
arrangements” on the principal’s behalf, receiving bank state-
ments and authorizing credit transactions. It is a good idea to
familiarize yourself with these powers and be able to recognize
when a power of attorney contains terms differing from the de-
fault provisions.

It is also important to remember that there is a statutory form
power of attorney located in KRS 457.220 which is available for
the general public to use.

GOLF TOURNAMENT
Monday, August 23, 2021
Heritage Hill Golf Club
kybanks.com/kbpacgolf

Contributions to Kentucky Bankers PAC and Kentucky Bankers Committee for State Government (each referred to as KBPAC in this disclosure) will be used in connection with state and federal elections, respectively. Contributions to KBPAC are voluntary and may
not be deducted as charitable contributions. KBPAC may not accept corporate contributions. Contributions will be reported to the Kentucky Registry of Election Finance and the Federal Election Commission, as required. You may decline to contribute without fear
of reprisal. You may contribute more or less than the amounts suggested and you will not benefit or be disadvantaged because of the amount contributed or the decision to not participate at all. The information being provided herein with respect to the KBA Political
Action Committee is for informational purposes only and is not a solicitation by, or an invitation to contribute funds to, the Political Action Committee. Any contribution received from non-eligible donors will be returned. Federal law requires us to use our best efforts
to collect and report the name, mailing address, occupation and name of employer of individuals whose contributions exceed $200 in calendar year.
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Ask a Risk Manager:
How Can Risk Management &

Compliance Work Together

by Michael Berman, Founder & CEO
KBA Endorsed Vendor Ncontracts

How can risk management and compliance work together as
partners at a financial institution? There’s no one better to ask
than someone who has worn both of those hats.

Enter Denise Guira, senior vice president of integrated risk at
$5.2 billion MIDFLORIDA Credit Union in Lakeland, Florida.
Denise spent 17 years in compliance before transitioning to risk
management in 2017, giving her keen insights into how risk
management and compliance can support each other.

She shared these insights in a recent episode of the Ncast pod-
cast, talking with Ncontracts Vice President of Compliance
Stephanie Lyon about what it takes to really integrate risk and
compliance management. (You can listen to this episode, or any
of our podcasts featuring industry experts, anytime on-demand.)

Here’s an edited excerpt of that conversation.

Stephanie Lyon: How do you define a risk-based approach
to compliance?

Denise Guira: | would say it’s the only path forward. Risk and
compliance work in tandem. It’s one of the seven categories of
risk as far as the NCUA is concerned, so | feel like it’s kind of
the foundation and the lowest-hanging fruit, especially if you’re
new to this risk environment. It’s the easiest path forward to try
to get some traction in your risk program and start evaluating
risk at your organization.

I would also say that compliance is probably the most listened-to
risk in the organization. When you talk about other types of risks,
they’re kind of subjective in nature. You can sit around the table
and have a discussion where people can say “That’s within my
tolerance, we want to take that risk.” When you get to compli-
ance, it’s very black and white. It’s very easy to say “This is an
acceptable risk” or “This is not an acceptable risk.”

Compliance risk is easy for people to understand. They’ve been
dealing with it for a very long period of time, so it’s an easy place
to start.

24| KENTUCKY BANKER MAGAZINE

Stephanie: We’ve been hearing a lot about enterprise risk
management (ERM), and you said compliance has been
around forever. How do you compile the two into one?

Denise: You should really use compliance as a tool when you
take a look at your ERM landscape. There are so many different
options and ways that you can take that program within your
organization. Using compliance as a road map, especially when
you’re just getting started, shows you where you want to have
those focuses and where you want to set strategic pillars.

We just went through this over the past couple of years. We sat
down, put all of our processes on paper, and then tried to cor-
relate them against regulation and then our products and ser-
vices. The next thing you know, I’'m looking at the list of 600
and 700 different things.

Where am | going with this and what am | going to do as far as
board reporting is concerned? What am | going to do as far as re-
ally creating a risk narrative that is not overwhelming and really
makes sense to everyone?

The best way to start to evaluate the risk exposure of compliance
is to take a look at all those regulations and see where your vio-
lations are, what type of lending products you have, what com-
plaints you have out there in the marketplace, and what kind of
procedures you have. What does fair lending look like in your
organization? Processes like fair lending that have such a big
impact to the organization have so many different components
that really relate to risk.

Evaluating these areas will make you feel better as a risk practi-
tioner because it will give you confidence in your organization’s
practices. If you go through that process, take a look at those
procedures, and start really evaluating the seven concentrations
of risk, you can say OK, my bank has got this.

You can use compliance as a tool to really figure out where your
bank is and use it as the barometer to figure out where you need

to set your focus.

continued on the next page



Stephanie: You mentioned fair lending. We know that fair
lending is made up of a lot of regulations and guidance. How
much compliance knowledge do you feel a risk manager has
to have to effectively manage compliance?

Denise: You have to decide what your environment looks like.
Do you have a dedicated compliance department? What is that
compliance department comprised of? How many employees?
What’s their background? How much education do they have?
What is your company’s culture in relation with risk?

We’re the consulting body. We get to come in and say, “You can
accept the risk or not. This is your business unit’s decision.” It
allows you to be able to have purposeful and educational con-
versations.

I was a compliance officer for 17 years before | moved into risk
and that knowledge serves me incredibly well. Do you need 17
years of knowledge to be able to be a risk practitioner? No. But
if you have someone like that in your compliance department,
be friends with that person. Leverage the resources that are out
there. Partner with great partners like Ncontracts that hire in-
credibly intelligent people. Read and learn and take a look at the
different things that are out there from a risk standpoint. Com-
pliance is going to say this is what the regulations say black and
white. Their role is 100% adherence with zero risk tolerance.

You get to have a different conversation. You get to say this is
what the rules of the playground are. We’re okay that there’s
glass in this sandbox and this slide has been in the sun for days
and it’s really hot. These are the ways that we can play and keep
safe.

Stephanie: How do you feel a risk manager can help compli-
ance effectively communicate the importance of compliance?

Denise: The best way to help that risk and compliance conversa-
tion is by being a partner to compliance. People are more willing
to let you come to their lunch table than compliance.

I was having a conversation with a member of the management
team in my organization, and he equated me to that character
from Monsters Inc. who is always asking about paperwork. | get
to have those kinds of tongue-in-cheek conversations where he
knows that I’m going to keep him protected. He knows that my
role is to tell him where those traps are in the playground but not
to keep him from playing.

Sometimes compliance can really fall into that Chicken Little
trap where the sky is falling. We can really help facilitate an un-
derstanding of “This is what compliance is saying. Here’s what
it means for our organization.”

For more insights from Denise, including the role of internal
committees in creating a culture of risk and compliance manage-
ment, listen to the Ncast.

Michael Berman is the founder and
CEO of Ncontracts, a leading provider
of risk management solutions. His exten-
sive background in legal and regulatory
matters has afforded him unique insights
into solving operational risk manage-
ment challenges and drives Ncontracts’
mission to efficiently and effectively
manage operational risk. During his
legal career, Mr. Berman was involved in numerous regulatory,
compliance, and contract management challenges and assisted
in the development of information systems to better manage these
efforts. Prior to founding Ncontracts, he was General Counsel
for Goldleaf Financial Solutions, Tecniflex, Inc. and Imagic
Corporation. Mr. Berman is a well-regarded speaker at finan-
cial institution conferences on risk management. He received his
undergraduate degree from Cornell University and holds a J.D.
degree from the University of Tennessee.

FOR MORE INFORMATION
CONTACT | Selina Parrish
Director of Membership
sparrish@kybanks.com

“Without Ncontract’s executive summaries that are be-
ing provided, | can’t imagine coming up with the time to
thoroughly review annual reports ranging from SOC/SSAE
reviews, audited financials, business continuity plans and
reviews and determining how well our vendors have per-
formed, it would be overwhelming!”

Mr. Jonas Billingsley
Vendor Management
German American Bank, Owensboro
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Attention CRA Investors
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Our wealth as an Association is in the people who serve you.

KBA STAFF PROFILE

Timothy A. Schenk
Assistant General Counsel

How long have you been with the KBA? 2 and ' years
How do you like working at the KBA? | love it!
Hometown: Louisville, Kentucky

College: University of Kentucky, BA in Business
Administration and Juris Doctor

Family (pictured at right): Claire, Ricky (6), Meredith (2)

Teams he roots for: University of Louisville, Philadelphia 76ers,
Eagles and Phillies

Hobbies: Martial Arts, Outdoors, Coaching Youth Sports,
duPont Manual High School Crimson Mission

Favorite movie: Watching Avengers Endgame with my son.

Favorite quote: “Some people want it to happen, some wish it would
happen, others make it happen.” - Michael Jordan

What did 2020 and the pandemic teach you?
That perseverance shows in hard times and those that
continue to press forward succeed.

What is your favorite KBA memory?

My favorite memory at the KBA was returning to group meetings
after many of the restrictions related to Covid-19 were lifted. While
the pandemic helped us realize many of the efficiencies of commu-
nicating remotely, seeing bankers in-person and being able to shake
hands again was surreal. As we all scrambled to readjust to in-per-
son interaction, sitting down to lunch, breakfast and dinner with
bankers and discussing life outside of banking was an experience |
will forever cherish.

Tim writes the Compliance Corner column in each Kentucky Banker magazine; go to page 20 to read this issue’s compliance
questions and answers. You can email Tim directly if you have any compliance questions: tschenk@kybanks.com
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Decisions made today have real
and long-term consequences.

Raise the level of your Compliance Management
Program using the Bankers Alliance family of services

Compliance Alliance Review Alliance
Our flagship program puts program manage- R/A's remote virtual compliance officers
ment and real-time guidance at your fingertips (VCOs) and in-bank auditors work with your
with our attorneys and compliance experts staff and internal processes to look at specific
available five different ways bringing areas every cycle or on particular troublespots
compliance understanding to your decisions. to ensure compliance.

Discuss which service suits your current needs best by
calling our Membership Team today at (833) 683-0701

or by email at: info@bankersalliance.org

B\/ BANKERS
.Y ALLIANCE

Holding Company of Compliance Alliance
and Review Alliance

bankersalliance.org



Promontory MortgagePath Adds Industrial
Bank, Optus Bank as First MDls, CDFls in Its
Minority-Owned Financial Institution Initiative

Promontory MortgagePath LLC, KBA Endorsed Venor and a leading
provider of comprehensive digital mortgage fulfillment services, an-
nounced Industrial Bank and Optus Bank as the first participants in
its initiative to support community development financial institutions
(CDFlIs) and minority depository institutions (MDIs). The initiative is
focused on expanding mortgage credit access in underserved communi-
ties. Washington D.C.-based Industrial Bank, a U.S. Treasury-certified
CDFI and the oldest Black-owned commercial bank in the Mid-Atlan-
tic region, is fully onboarded and began offering mortgages via Prom-
ontory MortgagePath’s platform in April. South Carolina-based Optus
Bank, a federally-designated MDI and U.S. Treasury-certified CDF]I, is
in implementation.

“Industrial Bank has been committed to helping families in our com-
munities purchase homes, grow small businesses, and build wealth
since 1934,” said Industrial Bank President and CEO Doyle Mitch-
ell. “Our partnership with Promontory MortgagePath will mean more
people in our community will be able to purchase homes — the most
important pillar to closing the wealth gap.”

“For more than 100 years, Optus Bank has been fighting to counter
racial disparities. We strive to build wealth for all customers, with a
special focus on those impacted by the 400-year legacy of exploitation
and racism,” said Optus Bank President and CEO Dominik Mijartan.
“Together with Promontory MortgagePath, our goal to create $100 mil-
lion in Black wealth over the next 10 years is more attainable.”

Promontory MortgagePath’s program offers exclusive pricing, resourc-
es and joint marketing opportunities to participating institutions. These
services help lower the barriers to entry into mortgage lending and al-
low these institutions to participate in the mortgage market profitably,
with the overall goal of helping build long-term wealth in communities
through increased homeownership. Participating institutions also gain
access to Promontory MortgagePath’s point-of-sale platform Borrower
Wallet®, technology-driven, U.S.-based mortgage fulfillment services
and compliance support to accelerate their entry into the market and
delivery of mortgage services. As a Community Development Bankers
Association (CDBA) endorsed solution, Promontory MortgagePath is
working with the CDBA to identify strategic partners to participate in
the initiative.

Promontory MortgagePath founder and CEO and former Comptroller
of the Currency Gene Ludwig has been focused throughout his career
on access to responsible credit and other mechanisms to give families
a hand up.

“We are proud to support Industrial and Optus banks in driving home-
ownership in their communities,” Ludwig said. “These community-fo-
cused financial institutions are the lifeblood of wealth-building oppor-

tunities for the customers they serve. CDFIs and MDIs are a critical
component to addressing big societal issues — from unemployment to
wage stagnation — facing so many communities. These problems are
more acute for Americans of color. And this is why Promontory Mort-
gagePath is such a supporter of these banks.”

Ludwig is also the chair of The Ludwig Institute for Economic Pros-
perity, which is focused on the plight of lower- and middle-income
Americans. Part of this effort is to shine a light on economic indicators,
like unemployment and wages, that do not give an accurate view into
the real economic situation of these Americans.

MDIs or CDFlIs interested in learning more about becoming strategic
partners in this initiative should contact Promontory MortgagePath
Managing Director and Head of Bank Relations Paul Katz at paul.
katz@mortgagepath.com.

KBA Endorsed Vendor, Promontory MortgagePath, is a fast-growing
team of passionate problem solvers on a mission to fundamentally
change the way lenders approach their mortgage business. The com-
pany combines an intuitive, collaborative digital mortgage platform
with modern, comprehensive fulfillment services, giving lenders the
progressive technology and scalability required to profitably compete
in today’s rapidly changing residential mortgage market. Promonto-
ry MortgagePath’s founder, former U.S. Comptroller of the Currency
Gene Ludwig, is widely recognized as a visionary thinker on the critical
issues confronting financial services, and his companies are renowned
for helping community lenders resolve their most pressing challenges.
To learn more, visit https://www.mortgagepath.com.

FOR MORE INFORMATION
CONTACT | Selina Parrish
Director of Membership
sparrish@kybanks.com
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Good Things Come to Those Who Wait:
Interagency Proposed Flood Q&As

by Elizabeth K. Madlem, Vice President of Compliance Operations
and Deputy General Counsel, Compliance Alliance

The Agencies (OCC, FRB, FDIC, FCA and NCUA) have recently pro-
posed revisions to the Interagency Questions and Answers Regarding
Flood Insurance. The purpose of this proposal is to supplement the July
2020 proposed Q&As which only contained two proposed questions
on private flood insurance. These new proposed Q&As are formulated
based off questions received by the Agencies regarding private flood
insurance rules that went into effect July 1, 2019 and include 24 pro-
posed Q&As on private flood insurance.

In attempts to provide additional clarify on requirements, the proposed
Q&As use the term “Act” in reference to the National Flood Insurance
Act of 1968 (NFIA) and the Flood Disaster Protection Act of 1973
(FDPA), as well as “Regulation,” to refer to each Agency’s current
flood insurance rule.

The new proposed Q&As are divided into three main categories re-
garding private flood insurance:

1. Mandatory Acceptance (9 proposed Q&AS)
2. Discretionary Acceptance (4 proposed Q&AS)
3. General Compliance (11 proposed Q&AS)

So, what does this mean for financial institutions?
Mandatory Acceptance Key Takeaways

Anytime renewals, or when a borrower presents a new private flood in-
surance policy regardless of whether a MIRE event occurred (making,
increasing, renewing, or extending of a loan), the lender is required
to review the policy to determine if it meets the mandatory purchase
criteria. If it does not, the lender may still accept the policy if it meets
the discretionary acceptance criteria. 1f a lender has a policy to not
originate mortgage loans in nonparticipating communities or coastal
barrier regions where NFIP is not available, private flood insurance
requirements are not going to require the lender to change its policy.

Lenders are not required to accept private flood insurance policies
solely because the policy contains the compliance aid assurance clause
when the lender reviews it and determines the policy actually does not
meet the mandatory acceptance requirements. But that does not al-
leviate the lender from reviewing a policy that does not contain the
compliance aid assurance clause to determine whether it meets the re-
quirements for private flood insurance before rejecting the policy. The
policy must contains the compliance aid assurance clause language in
the policy or an addendum before the bank accepts without conducting
a review. Even if that is true, the lender must still ensure that the cov-
erage is at least equal to the lesser of the outstanding principal balance
of the loan or the maximum amount of the coverage available under the
Act for the type of property and that other key aspects of the policy are
accurate, like the borrower’s name and address.
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Lastly, if a policy lacks the compliance aid assurance clause, the lender
is still free to review the policy to determine if it meets the criteria
under discretionary acceptance from the Regulation. But it must still
determine, even if the policy does not meet the requirement for dis-
cretionary acceptance, whether they are still required to accept under
mandatory acceptance.

Discretionary Acceptance Key Takeaways

Under the discretionary acceptance test, lenders must evaluate the suf-
ficiency of the insurer’s solvency, strength, and ability to satisfy claims
under general safety and soundness principles. They may obtain in-
formation from a State insurance regulator for the State in which the
property is located and rely on licensing and other processes used by
the State insurance regulator for such an evaluation.

Additionally, if a lender has previously accepted a private flood insur-
ance policy under the discretionary acceptance requirements and that
policy is renewed, the lender still must review the policy to ensure it
continues to meet the discretionary acceptance requirements. A conclu-
sion to this fact must be documented in writing.

General Compliance Key Takeaways

There are additional requirements when it comes to mandatory accep-
tance or discretionary acceptance and deductibles when it comes to
coverage amounts exceeding or not exceeding the amount available
under the NFIP. Additionally, lenders are not prohibited when using
a third party to review private flood insurance policies from charging
a fee to the borrower. Disclosure requirements regarding the fee do
come into play, however.

If a declarations page provides enough information for the lender to
make a determine on mandatory or discretionary acceptance, or if the
declarations page contains the compliance aid assurance clause, lend-
ers are free to rely on the declarations page to determine if the policy
complies with the Regulation but should request additional informa-
tion about the policy if not able to make that determination. Lastly,
servicers must comply with the Regulation as well when determining
whether private flood insurance may be accepted under the mandatory
or discretionary acceptance provisions if the lender is supervised by
the Agencies.

Comments for these new proposals are due May 17, 2021.



Veronica Keown Celebrates 50 Years at
Morgantown Bank & Trust

Keown Will Retire Later in the Year

Morgantown Bank & Trust (MB&T) announced the 50th anniversary of Veronica
Keown. Veronica, a Morgantown native, began her tenure with MB&T on May 20,
1971.

She has held multiple positions within the organization including Teller, Bookkeep-
ing Clerk, Customer Service Representative, Loan Officer and Branch Manager.
She currently serves as Vice President and Trust Officer, and will retire later this
year.

Reflecting on her time at MB&T Veronica said: “I can honestly say I have never
dreaded coming to work. It has been a joy to serve our customers for 50 years.”

Change is inevitable, but it
doesn’t have to be hard.

We stay ahead of the curve on new state and federal laws and
regulations so you don’t have to.

Representing Kentucky banks since 1974.

For more information on our legal

services for commercial lenders, MORGAN POTTINGER MCGARVEY

visit mpmfirm.com

LEXINGTON | LOUISVILLE | NEW ALBANY | mpmfirm.com
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The Loyalty Factor: Translating
Relationships into Non-Interest Income

by Achim Griesel and Sean Payant, Haberfeld

2020 has challenged our industry in ways previously unknown. We
began the year expecting our biggest challenge would be continued
growth of deposits at reasonable rates. Today, we are faced with three
challenges: a prolonged low-rate environment with continued margin
compression, the challenge of keeping branches open and serving our
communities, and an increasing number of customer transactions mov-
ing to the digital arena.

Much has been written lately regarding the validity of the branch in the
current environment. Has community banking been changed forever
based on consumers’ digital behaviors? Possibly. Is some of this for the
best? Definitely. Does the branch still have value? Absolutely! Com-
munity banking is about community support. It’s about being present
and accessible. Unless your strategic plan is to shutter your branches
and vacate your communities, we encourage you to keep reading.

Margin compression is real. So, what can you do? You can offset a
portion of it by shifting your deposit mix toward low- or non-inter-
est-bearing deposits. Adding long-term, low-rate deposit relationships
should always be the foundation of any strategy, and community bank
data shows your branches are the key to shifting your deposit mix.

While new core relationships are strategic in managing and maintain-
ing your margins, they are also a key driver of additional non-inter-
est-income (NI1); this is a critical component in the shorter term. Finan-
cial institutions must increase their NII to offset some of the challenges
on the interest income/margin side. To accomplish growing those new
relationship you must do three things.

1) Bring more new customer relationships into your organization
2) Serve all of your customers better than any other financial insti-
tution has previously

3) Make them loyal customers by increasing relational intensity
over time

The Loyalty Factor

Bringing in more relationships should be data driven, and the data
shows the checking account and the branches are key. Looking at data
from over 100 community-based financial institutions, and over 2.5
million households/businesses illustrate this point.

The vast majority, or 72%, of consumer and business relationships at
community financial institutions begin with a checking account. In oth-
er words, the checking account provides the best opportunity to create
customer loyalty; it is the gateway to primary financial institution sta-
tus (PFI), allowing your bank first right of refusal on other products and
services 68% of the time. In addition, customers who have their check-
ing account with your bank outpace other customers when it comes to
products and services, generating additional NII.
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Even during the pandemic, and with limited access to community-based
financial institutions branch networks, client data shows over 90% of
new PFI relationships have come through branch channels (in-person,
appointments, drive-thru, telephone). The value of your branches can-
not be ignored.

The more customer loyalty you build, the more interest income and NI
they generate. With consumer and business customers having almost
six products and services with their primary financial institution — the
math works. Most importantly, the more loyal customers you have, the
better your bank will perform now and in the future.

Segmenting data from several million customers based on their tenure
with the community financial institution shows that loyal customers,
over their lifetime, generate dramatically more NII.

In addition, annual NII contribution peaks once customers have been
with their PFI for a few years. Further analysis of the data explains
why the checking account revenue stream does not continue to grow.
It is driven by customer age demographics. In general, more mature
customers tend to drive more checking deposits than checking NII.

Creating Loyalty

In order to create loyalty, it is imperative your organization be posi-
tioned to capture new customers when they are ready to switch. The
data shows that up to 12% of current retail and business customers are
consistently switching financial institutions. A recent study published
by The Financial Brand indicated this number could be as high as 22%
post-COVID, driven primarily by the failures of the big banks to ade-
quately serve customers during the pandemic.

So how do you position your organization for growth?

1) Checking Product: You need to get your checking product right.
Confusing product does not create value, and in turn, develop cus-
tomer loyalty.

2) Processes: It is imperative you remove barriers. Your account
opening polices and customer identification program (CIP) practic-
es often inhibit growth rather than encouraging it. Read them for
yourself.

3) Promotion: Community financial institutions have an audience
that needs to be maximized and then optimized within a defined
footprint. If your bank isn’t using targeted, data-driven print and
digital marketing to grow PFI customers, you are missing too many
growth opportunities.

4) People: Your team must be equipped with the skills and the prod-
uct knowledge to develop true relationships with customers — cus-
tomer loyalty is created through customer connections.



continued: The Loyalty Factor

The Bottom Line

1) To create loyalty, you have to get the new customer first

2) The checking account is the key to the PFI relationship

3) Once you have them, products, processes, promotion and people
move than up the loyalty ladder

4) The longer customers stay the more they will contribute

5) You can do things to accelerate that growth

6) Customers are not all the same. You must understand their lifecycle
journey with your bank

As with any strategy, there is no silver bullet, but rather, your bank
should be looking for a long-term, loyalty payoff.

Achim Griesel (left) is president and Dr. Sean Payant (right)
serves as the Chief Strategy Officer at Haberfeld, a data-driven
consulting firm specializing in core relationships and profitability
growth for community-based financial institutions. Achim can be
reached at 402.323.3793 or achim@haberfeld.com. Sean can be
reached at 402.323.3614 or sean@haberfeld.com.



August 25 & 26
The Brown Hotel
Louisville, KY

more info @ kybanks.com/education



