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any people today have become so invested in political
narratives that the reality right in front of them can
become blurred. In some cases, the inability to focus
on what is real is driven by innocent confusion. In

others, it is the result of a conscious intent to deceive. Either
way, when our policies are driven by narrative instead of reality,
we inevitably experience pain.

Eventually, reality always prevails, and whatever distance we
have put between ourselves and reality must be reconciled, at
a cost.

I have a front-row seat at the intersection where the extreme
ESG narrative and the markets collide, a collision I have seen
coming for a while now. Even though people attribute different
meanings to the letters ESG, most agree that a commitment

to the environment, fair treatment of all people, and good
governance are essential in a free society. However, some
political advocates have used these principles to attempt to
unilaterally impose their extreme agenda.

The narrative used to promote the extreme ESG agenda is
complex, passionate, and powerful. Like all narratives, it
contains just enough facts to drive its loyalists to demand a full
and unqualified surrender from any and all opposition. For
them, any dispute or denial is unacceptable.

As we enter the winter months, we all appreciate the fossil
fuels that heat our homes. In Utah, this is mostly natural gas,
and there is no cleaner alternative today for keeping our homes
warm. Financing the exploration, recovery and transmission
of natural gas today is essential and does not preclude better
energy alternatives in the future. But apparently, those
committed to the extreme ESG narrative disagree. Their
commitment to their narrative would separate us from reality
and lead to pain, or in this case, even death.

2

As with all political narratives, pushback, debate, and discovery
are essential. The key here is to focus the debate on reality, and
from various points of view. However, the debate becomes more
dangerous when opponents fight the extreme ESG narrative

by constructing their own passionate narrative. Combating a
narrative with an opposing narrative instead of focusing the
debate on the facts leads everyone further from reality and
exacerbates societal pain.

Fortunately, many public officials and leaders of community
and business remain committed to making decisions based on
reality. Bankers are an important part of this group. Our job is
to allocate our community’s precious, limited capital to the best
and highest good. Of course, there can be a healthy discussion
about what is “best” and “highest,” but that is ultimately
determined by the realities of the market, not political
narratives.

During a recent Congressional hearing, a promoter of the
extreme ESG narrative confronted the leader of the largest bank
in America, demanding his bank stop making loans to the oil
and gas industry. His response was perfect: “That would be the
road to Hell in America.”

He was right! We live in a Democratic Republic, and if a
member of Congress wants to starve the oil and gas industry of
capital, she needs to draft legislation and get the votes to make
it law. That’s her job. Subverting that process by unilaterally
pressuring banks to stop lending to legal businesses essential

to our health and safety would indeed be the road to Hell for
America.

As we fashion our responses to some of today’s most dangerous
political narratives, policymakers should de-escalate by focusing
their efforts on facts, not fears, to ensure their remedies remain
connected to reality and avoid unintended and unnecessary pain
in the long run. [l

utah.bank
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Emerging Bank Leaders Conference
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Salt Lake City, UT

Mark your calendar! More information at UTAH.BANK.
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REINING IN A REGULATOR

GONE ROGUE

n an American Banker op-ed earlier this year, I called out the

CFPB under the leadership of Rohit Chopra as a “regulator

gone rogue.” I'm not alone in my criticism: in September,

12 Republican lawmakers took the bureau to task over what
they called a “radical and highly-politicized agenda unbounded
by statutory limits.”

Unfortunately, the bureau has continued to push legal boundaries
on several different fronts in recent months.

First, the bureau has waged an aggressive PR campaign against
so-called “junk fees” — using a term it coined to demonize

the legitimate fees, including overdraft fees, that banks charge
consumers for the products and services they offer. Throwing
these fees in with things like concert ticket processing fees, resort
fees and other surprise fees charged by retailers and hospitality
businesses was a deliberate move to confuse the public about the
well-disclosed fees they currently pay. (For the record, banks don’t
charge resort or ticket fees, nor does the CFPB have authority to
regulate those types of fees.)

Another alarming step by the Chopra bureau was its decision
to update the UDAAP section of its exam manual in a way
that fundamentally upends the regulatory approach to fair

lending supervision and enforcement, without providing
industry stakeholders or the public the opportunity to provide
feedback through the notice and comment process under the
Administrative Procedure Act. Instead, the CFPB chose to take a
backdoor route to expand its authority — giving itself the ability to
examine for alleged disparate treatment or impact across all areas
of bank operations using the authorities granted by the Dodd-
Frank Act under its authority to prevent “unfair, deceptive or
abusive acts or practices.”

In reality, the CFPB’s authority to enforce anti-discrimination
laws is limited to credit products. It’s clear that this move is an
attempt by the bureau to set itself up as a “super-regulator” of
financial practices using authority Congress did not give it.

To be clear: ABA fully supports the fair enforcement of the
nation’s anti-discrimination laws. We simply believe these laws

utah.bank



“To be clear: ABA fully supports
the fair enforcement of the nation’s
anti-discrimination laws. We simply

believe these laws should be
enforced by regulators within the
boundaries set by Congress.”

should be enforced by regulators within the boundaries set by
Congress. This updated manual does not qualify.

Given that the bureau has not seen fit to rescind the manual —
despite previous calls from ABA and other trade groups — we were
left with no choice but to pursue legal action. ABA’s lawsuit — filed
in late September jointly with the U.S. Chamber of Commerce,
the Longview Chamber of Commerce, the Texas Bankers
Association, the Independent Bankers Association of Texas,

the Texas Association of Business and the Consumer Bankers
Association — alleges violations of the APA in three ways.

First, the bureau is exceeding its statutory authority outlined in
Dodd-Frank, which is clear that “unfairness” under UDAAP and
discrimination are distinct concepts that should not be conflated.
Second, the updated manual is “arbitrary and capricious,” in
violation of the APA. Finally, it violates the APA’s procedural

SECURITY SERVIGES INC
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requirements because it constitutes a legislative rule that failed to
go through notice and comment.

It’s never our preference to take legal action against a regulator.
And this lawsuit doesn’t mean we’ve given up on finding
common ground with the bureau. In fact, on issues like the need
to protect consumer data, the need to make sure nonbanks face
the same regulatory requirements as banks for similar activities,
or the importance of relationship banking, our goals are very
much aligned.

But when a regulator — any regulator — takes a step like this to
dramatically expand its regulatory reach without authorization
from Congress or any opportunity for the public to weigh in,
ABA will respond on behalf of our members and the industry
we represent. [l

Email Rob at nichols@aba.com.
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EXECUTIVE DEVELOPMENT PROGRAM

A comprehensive 12-month course for aspiring executives to step
up their career and for institutions to invest in the strong bank
leaders of tomorrow.

CLASSES BEGIN JANUARY 19

CREDIT ANALYST DEVELOPMENT PROGRAM

A six course program to further develop basic analytical and
specialized skills necessary to effectively support the commercial
or business lending functions in the bank.

CLASSES BEGIN MARCH 15

COMMERCIAL LENDING DEVELOPMENT PROGRAM

The CLDP course emphasizes the entire commercial loan life cycle,
and provides participants with current lending approaches, as well as
an updated focus on key analytics and regulatory issues.

CLASSES BEGIN SEPTEMBER 7

LEARN MORE AT UTAH.BANK/DEVELOPMENT
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UBA FALL COMPLIANCE
CONFERENCE

By Brian Comstock, Director of Communications & Marketing,
Utah Bankers Association

he UBA Fall Compliance Conference took over the

Doubletree Hotel in Park City for three cold and

snowy days, Oct. 25-27, 2022. Over the course of the

conference, attendees heard from several compliance
and subject experts, including multiple sessions with David
Dickinson from Banker’s Compliance Consulting, Julia
Gutierrez from Compliance Alliance, Monika McCarthy
from CrossCheck Compliance, and Stephanie Lyon from
Ncontracts.

The group also got the latest industry news and trends from a
regulator panel and a UDAAP panel, as well as an economic
overview from Robert Spendlove, a discussion of operational
risk management by Terry Lee of Protecht, a political update
from UBA President Howard Headlee, two different sessions
on crypto-related topics, and more.

After the business sessions, attendees let their hair down with
some fun networking activities, including a spirited Catapult
Competition and a lively — and at times intense — Jeopardy!
contest.

We look forward to seeing everyone again in 2023! [l
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By Shaun Harms, Principal, FORVIS

ssessment of non-sufficient funds fees (NSF) on
representments of items, such as Automated Clearing
House (ACH) withdrawals and checks, have been a
heightened risk issue for financial institutions. While
this is not a new issue because checks have been represented for
decades, the volume of electronic transactions over that same
period has drastically increased. The lack of clarity around how
much one bill hitting a consumer’s account could cost them
in a negative balance situation creates the heightened risk for
unfair, deceptive, or abusive acts or practices (UDAAP). The
FDIC noted this information in the March 2022 Supervisory
Highlights; however, on Aug. 18, 2022, a Financial Institution
Letter (FIL), Supervisory Guidance on Multiple Re-
Presentment NSF Fees!, was issued.

In the FIL, the FDIC notes the issuance of this guidance
presents an elevated risk of violations of law and harm to
customers. The guidance outlines the consumer compliance,
third-party, and litigation risks associated with the handling of
NSF and provides for several risk management procedures to
assist institutions in minimizing the risks related to potential
unfair or deceptive practices.

Based on these areas outlined, there are a few takeaways
institutions need to be prepared for regarding representments:

1. Account Disclosures — Deposit account disclosures, such
as terms and conditions, truth in savings disclosures, and
fee schedules, must be updated to show that representments
of items can occur and could result in multiple fees to the
customer.

2. Unfair Practices — The FDIC specifically noted that while
revising disclosures may address the risk of deception,
doing so may not fully address the unfairness risk of
assessing NSF fees on the same item represented multiple
times. This means the disclosure change alone may not be
the full solution for this issue, more of a bandage for now.

3. Third-Party Risk — Third parties, including core processors,
often play significant roles in processing payments, such as
identifying and tracking represented items and providing
systems that determine when NSF fees are assessed. Such
third-party arrangements may present heightened UDAAP
risk if not properly managed. Institutions are expected to
maintain adequate oversight of third-party activities and
appropriate quality control over products and services
provided through third-party arrangements.

When a utility bill payment, for example, is presented up to
four times by the utility company’s processor of batch ACH
transactions, it could result in four charges to the customer.

utah.bank



In reviewing compliance management
systems, the FDIC recognizes an
institution’s proactive efforts to self-
identify and correct violations.

That could significantly impact the average consumer who does
not understand or realize they can be charged multiple times for
the same utility bill, and institutions need to identify any risks
or controls they can put in place. Industry system providers

in this space are not ready for the handling and discernment
between items and when it is a representment instead of a newly
presented item. Some vendors have reported updates will not be
ready until 2023 for this issue; some could be as late as midyear.
This is the immediate issue, and institutions cannot be expected
to review each NSF manually. Until a solution is presented,
there will continue to be a risk for the institutions.

The question is, what can you do now to help minimize the
UDAAP risk? The FDIC addressed its approach in the guidance
issued as follows:

“When exercising supervisory and enforcement responsibilities
regarding multiple representment NSF fee practices, the FDIC will
take appropriate action to address consumer harm and violations
of law. The FDIC's supervisory response will focus on identifying
representment-related issues and ensuring correction of deficiencies
and remediation to harmed customers. In reviewing compliance
management systems, the FDIC recognizes an institution’s proactive
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efforts to self-identify and correct violations. Examiners will generally
not cite UDAP violations that have been self-identified and fully
corrected prior to the start of a consumer compliance examination.
In addition, in determining the scope of restitution, the FDIC will
consider an institution’s record-keeping practices and any challenges
an institution may have with retrieving, reviewing, and analyzing
re-presentment data, on a case-by-case basis, when evaluating

the time period institutions utilized for customer remediation.
Failing to provide restitution for harmed customers when data on
re-presentments is reasonably available will not be considered full
corrective action. If examiners identify violations of law due to
re-presentment NSF fee practices that have not been self-identified
and fully corrected prior to a consumer compliance examination, the
FEDIC will evaluate appropriate supervisory or enforcement actions,
including civil money penalties and restitution, where appropriate.”

Therefore, if you are an FDIC-supervised institution, you need
to be proactive and try to identify potentially harmed customers
and develop a plan for corrective action. This may include a
lookback for restitution. If you are not an FDIC-supervised
institution, you should remain on high alert because this has
escalated quickly and could with the other agencies as well. [l

Shaun Harms serves as the principal for the Financial
Services Practice out of FORVIS’ Little Rock office. His
expertise is within the regulatory compliance area and
focuses on community financial institutions. He has 19 years
of consulting experience and has worked with more than 100
banks with their compliance and Bank Secrecy Act (BSA)
programs and is a featured speaker at many events.

1. fdic.gov/news/financial-institution-letters/2022/fil22040.html
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STEPHEN C. TINGEY NAMED BANKING &
FINANCE “2022 ATTORNEY OF THE YEAR"

Stephen Tingey practices in the areas of banking, financial institutions, creditor
representation, equipment leasing, and commercial litigation. For over 38 years, he
has represented traditional and non-traditional commercial, consumer, and real estate
lenders. That representation includes loan documentation, loan workout, foreclosure,
litigation to enforce creditor rights, and litigation defending creditors.
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THE EDULOGUE:
BANK TRENDS FOR 2023

By Beth Parker, Director of Education, Utah Bankers Association

anks want to attract and retain
talent but cannot compete based
on remuneration alone to motivate
staff. They must create a cohesive
team, a likable workplace culture, and
a productive learning environment to
support their employees' professional and
financial development. Creating a cohesive
environment that facilitates learning and
development will be a top trend in the
banking industry in 2023.

It is evident that the disruption caused

by the pandemic has transformed how
people’s practices will be configured

in the banking industry for a long

time to come. From enabling remote
working to focusing on human capital
needs like reskilling the workforce and
managing digital disruptions, training and
development will be critical to building an
agile, collaborative, and learning-focused
organization.

Given how quickly the financial sector
is entering the digital sphere, upskilling
is essential. To function more
effectively in the modern workplace,
the banking professional's role must be
adjusted to include digitalization and
digitization skills.

“If digitization is a conversion of

data and processes, digitalization is a
transformation.” More than just making
existing data digital, digitalization
embraces the ability of digital technology
to collect data, establish trends and make
better business decisions. The top goal for
bank leadership and HR in the banking
sector will be assisting managers and staff
in managing data.

To be successful, the bank of the future
will need to embrace emerging technology,
remain flexible to adopt evolving business
models, and put employees and customers
at the center of every strategy.

The banking industry is positioned

to witness a whirlwind of changes in

the coming year. These trends will
transform processes and systems and
shape the future of the industry. Banking

10

The banking industry is positioned to witness a whirlwind
of changes in the coming year.

organizations in this fast-paced world

of work will have to go beyond simply
coping with change. They will need to face
challenges head-on and learn to be agile in
the face of disruptive changes.

Utah Bankers Association partners with
the American Bankers Association,
OnCourse Learning, and SBS
Cybersecurity to assist Utah banks with

the training and development of staff. Go
to the Education & Events tab at utah.bank
to find the certification, webinar, and on-
demand training programs you need to make
2023 the best training year yet. [l

or 561.508.7650.

WE MAKE IT NEARLY THIS EASY
TO GET RID OF YOUR DEET PORTFOLIO.

Getting debt off your books doesn't have to be complicated. So turn
loose of your credit card, auto deficiency, overdraft, judgements or
commercial and consumer debt. We'll buy your debt portfolio from the
last four years, with minimum sizes of $100k and no maximums. We'll
even walk you through the sales process to help with compliance and
data integrity. To offload your debt portfolio, contact Craig Geisler at
cgeisler@cherrywoodenterprises.com

utah.bank



EMERGING BANK LEADERS
“IGNITING LEADERSHIP”
CONFERENCE

By Brian Comstock, Director of Communications & Marketing, Utah Bankers Association

he “Igniting Leadership” Conference — held Nov. 16,

2022 — brought together nearly 100 Emerging Bank

Leaders at the beautiful new Zions Tech Center in

Midvale, UT, with another 50 or so joining via Zoom.
Attendees heard from an impressive lineup of knowledgeable
speakers, taking away practical and actionable lessons to apply
at their banks today and into the future.

UBA Chairman Matt Bloye welcomed the group in the
morning, advising everyone to outwork and “out-prepare”
the competition and to think strategically about their careers
by finding suitable mentors. Then Jeff Strong, former Global
President of Johnson & Johnson, discussed leading through
crisis. According to Strong, crisis is the best measure and test
of a leader, but it’s critical to be prepared by establishing the
framework and tools before they are needed.

Emerging Bank Leaders Board Chair Hannah Packard gave

an update about the EBL community and the exciting year
ahead, leading into “Utah Bankers Ignite!”, a fast-paced
showcase of four colleagues — Valerie Morrison of Regions

| EnerBank, Jessica Sorensen of Zions Bank, Jeff Meyer of
Zions Bancorporation, and Becky Wilkes of the Utah Bankers
Association. The “edutaining” session didn’t disappoint,
inspiring the audience by hitting on topics like gratitude,
overcoming obstacles, the challenges of remote work, and living
in the moment.

The next speaker was Brad Baldwin, President & CEO of First
Utah Bank, and he offered several tips and ideas for successful

Issue 4. 2022

leadership. Baldwin stressed the importance of
understanding your company and the industry, and though
leadership is very personal, doing simple and practical things
will make people follow.

Mentoring Committee Chair Valerie Morrison shared
information about EBL Mentor Match. Four EBL members
shared their experiences with the program, reminding the
audience to own their development and that using this tool is a
great way to achieve it.

After lunch, James Hadlock from Blunovis talked about
mental well-being. Leaders are key to creating a sense of value
and belonging in the workplace, and they must foster a safe
environment and provide resources for people who might need
help. Next, Central Bank Chairman Matt Packard shared some
leadership insights, recommending that everyone find an outlet
to burn stress to remain calm and resilient in a crisis.

Author Mark Carpenter closed things out by discussing conflict
and how determining motives and listening are imperative to
develop understanding and building trust. He wrapped up the
conference with a fun speed networking exercise, applying the
numerous lessons learned throughout the day.

Keep up to date with Emerging Bank Leaders and learn more about the
many program benefits at utah.bank/ebl. [l

11



n July 19, 2021, the regulatory agencies issued Proposed

Interagency Guidance on Third-Party Relationships:

Risk Management. The proposed guidance consolidates

all prior guidance, offers a detailed framework covering
all stages in the life cycle of third-party relationships, and takes
into account the level of risk, complexity, and size of the bank,
as well as the nature of the third-party relationship. While it is
unclear when the proposal will be finalized, the principles of
sound third-party risk management remain the same.

Governance and Oversight

Under current guidance, the bank’s board of directors and
senior management are ultimately responsible for managing
activities conducted through third-party relationships to the
same extent as if the activities were handled directly by the
bank. The proposed guidance states that using third parties does
not diminish the bank’s responsibility to perform an activity
in a safe and sound manner and in compliance with applicable
laws and regulations. For evidence that the regulators will not
allow a bank to outsource its accountability and responsibility
to third-party providers, one only needs to read a few consent
orders in which banks were held accountable for the actions of
their third-party providers.

The Primary Focus of Third-Party Risk Management —
Significant vs. Critical

Current guidance focuses the attention of third-party risk
management on significant relationships and further defines
what types of relationships should be considered significant,
such as providers who:

v/ Introduce a new relationship or a new bank activity;
Perform critical functions for the bank;

Have access to sensitive customer information;

Market bank products or services;

NN NS

Provide products or services involving subprime lending or
card payment transactions; or

v/ Pose risks that could significantly affect earnings, capital,
or the bank’s reputation.

Additionally, the nature of risk in the context of the current
or planned use of a third party should be understood in

12

conjunction with the risk areas you consider in everything else
you do:

» Strategic Risk — Does the use of the third-party’s services
align with the bank’s strategic goals?

Reputation Risk — What risk does using the third party
contribute to the bank’s good name in the community?

Operational Risk — Do the third party’s processes integrate
compatibly with the bank’s processes?

Transaction Risk — What is the risk of the third party’s
failure to perform as expected?

Credit Risk — What is the credit risk of the third party?
‘What credit risk does the third party introduce when using
proprietary credit models for underwriting loans on the
bank’s behalf (for example)?

Yy Y VY Y

» Compliance Risk — What is the exposure if the third party
violates laws or fails to comply with the bank’s internal
policies?

The proposed guidance is intended for all third-party
relationships but is especially important for relationships that
are relied on to a significant extent entail greater risk and
complexity, and involve critical activities. Critical activities:

v/ Cause significant risks if the third party fails to meet
expectations.

v/ Have significant customer impacts.

v Require significant investment in resources to implement
the activity and manage the risk.

v/ Cause a major impact on the bank’s operations if an
alternative must be found or the activity must be brought
in-house.

Regardless of the approach to defining significant or critical
service providers, the bank should implement a sound
methodology for designating which relationships receive more
comprehensive oversight and risk management.

The Risk Management Process

Under the current guidance, the key to the effective use of a
third party is to appropriately assess, measure, monitor, and
control the risks associated with the relationship, which includes

utah.bank



The proposed guidance significantly expands upon risk management by introducing the Third-Party Relationship Life Cycle
which is depicted in the following Stages of the Risk Management Life Cycle graphic.

Oversight and accountability

Source: Board of Governors of the Federal Reserve System, Federal Deposit Insurance Corporation, and Office of the Comptroller of the Currency. Proposed Interagency
Guidance on Third-Party Relationships: Risk Management.

a risk assessment, due diligence, contract structuring and
review, and ongoing oversight.

The proposed guidance significantly expands risk management
by introducing the Third-Party Relationship Life Cycle. The
Life Cycle starts with the first step of planning, which includes
not only a risk assessment that, at a minimum, considers the
risk areas described above; identifies performance criteria,
internal controls, reporting needs, and necessary contractual
requirements; assesses management’s ability to provide
adequate oversight; and contemplates the consequences of

the provider’s failure. In addition to the risk assessment,
planning includes the commensurate steps for appropriate

risk management. Planning should be a collaboration among
members of management with the requisite expertise and may
involve managers from across the bank’s business lines, such
as compliance, information technology, and legal counsel,

in addition to the area directly impacted by the third party’s
product or service.

The next step of the Life Cycle is due diligence commensurate
with the criticality of the proposed activity and level of risk
identified in the risk assessment. Due diligence should include
an assessment of the provider’s ability to perform as expected
considering its financial condition, business experience, and
operational resilience; comply with the bank’s policies as well
as applicable federal and state laws; and operate in a safe and
sound manner. In some cases, an onsite visit may be warranted.

After a provider has been selected, the contract negotiation
considers service level agreements, required reporting,

Issue 4. 2022

The use of subcontractors must be
considered during all stages of the
Life Cycle.

compliance with applicable laws and regulations, the bank’s
right to audit the provider, complaint and dispute resolution,
and the use of subcontractors, among other provisions.

Following contract execution and provider onboarding,
ongoing monitoring should be performed commensurate with
the risk level determined during the planning stage. Ongoing
monitoring may be similar to the initial due diligence, with an
added focus on fulfilment of contract requirements, and should
include an update to the risk assessment based on the results of
the monitoring.

The final stage of the Life Cycle is the termination of the
relationship, which should be handled efficiently to minimize
the impact on operations and the bank’s customers. However,
termination should really be contemplated during the planning
stage, including considering the implications if the provider fails
to perform to expectations or, in the worst-case scenario, the
provider ceases operations.

‘Woven into the proposed guidance is a focus on fourth parties —
a third-party provider’s subcontractors — and bank management

—
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must ensure that if a third-party provider uses subcontractors
for any part of the bank’s outsourced activities, the third party
provides adequate oversight of its subcontractors. The use of
subcontractors must be considered during all stages of the
Life Cycle.

Oversight of the Third-Party Risk Management
Program

The Third-Party Relationship Life Cycle also contemplates
oversight of the third-party risk management program. While
the regulators’ compliance management system (CMS)
examination procedures do not include provider oversight as a
formal component of the CMS, they do state that compliance
expectations extend to provider relationships. Therefore, third-
party risk management should be incorporated into the bank’s
CMS, including:

v Policies and procedures that define risk/criticality,
minimum due diligence and ongoing monitoring activities
based on risk, and minimum contract provisions; and
address oversight of and accountability for the program.

v/ Training for bank staff responsible for third-party oversight.

v/ Monitoring, testing, and audit of the program.

v/ Complaint management related to third-party providers.

Third-party risk management continues to be an increasing
regulatory focus. Understanding the details of sound risk

Eric and Jason Stevens
Owners, Maple Leaf Company
SBA 504 loan recipients
Learn more at: greatbasinseeds.com
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management outlined in the proposed guidance and enhancing
your third-party risk management program commensurate
with the risk level of your bank’s service provider relationships
will place the bank in a more favorable position for the next
regulatory examination. [l

Tracey is a managing director at CrossCheck Compliance
LLC and a regulatory compliance and risk management
professional with over 30 years of experience in the financial
services industry. Prior to joining CrossCheck, Tracey was
Senior Vice President, Compliance at Standard Bank &
Trust, now Old National Bank; and, before that, she was
Assistant Vice President, Community Bank Examinations
at the Federal Reserve Bank of Chicago. She also previously held positions
in compliance, accounting, and operations at community banks. Having
worked as both a prudential regulator and in banking institutions, Tracey
has demonstrated expertise in compliance, including extensive knowledge
of lending and deposit regulations, with a recent concentration on fintech.
Tracey can be reached at tlevandoski@crosscheckcompliance.com.

COME IN SMALL BUSINESSES

GROW YOUR COMPANY
WITH A FLEXIBLE,
COST-EFFECTIVE

SBA 504 LOAN.

|\\E//| Mountain West

L\ Small Business Finance
801.474.3232 | mwsbf.com
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UBA BANK EXECUTIVE
WINTER CONFERENCE

By Brian Comstock, Director of Communications & Marketing , Utah Bankers Association

he UBA closed its conference year with the Bank

Executive Winter Conference at the Little America

Hotel in Salt Lake City on Dec. 2, 2022. Appropriately

titled “The New Year Risk Radar,” this year’s event
painted a clear picture of where we are as an industry and what
lies ahead in 2023.

Wells Fargo Economist Charlie Dougherty kicked off the
proceedings with an economic forecast. In his view, it is “more
likely than not” that we will see a recession in the second half of
next year, but Utah’s population and job growth, among other
factors, will hopefully mean a mild downturn.

The Regulator Panel is always a highly-anticipated session
during this conference, and this year’s group — Paul Dimapawi
from the Federal Reserve Bank of San Francisco, Kurt

Raney from the OCC, Darryle Rude from the Utah DFI, and
Wade Walker from the FDIC — had many insights into their
top-of-mind issues, including the “Cs” (cannabis, climate,
cybersecurity, CRA, crypto, CRE) and labor force. And they
advised the audience that ESG bills are coming from both sides,
but their main concern will be risk management, not politics.

Next, ABA President Rob Nichols sat down with Howard
Headlee to discuss the recent midterm elections and how
they might impact banking. Nichols laid out areas where the

T
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ABA is on the offensive (SAFE Act), where they are playing
defense (Durbin/Marshall Bill), and where they are monitoring
(FDIC nominees, House and Senate committees, and the
regulatory environment). He also had very firm words about the
“misguided” assault on fees — “We should be able to charge fees
for services” — and in opposition to the creation of a CBDC —
“Let banks be banks.”

During lunch, Nichols addressed the UBA Executive
Development Program Class of 2022, and the conference
concluded with the presentation of the graduates. See page 17
for more. [l
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Altabank most recently as a Senior Area Retail Leader for KeyBank’s

Altabank welcomed Rebecca Chavez-Houck Utah South region.

to their board of directors in October. Known

throughout Utah for her contributions to the Amanda Wiscomb joins Key Private Bank as a

nonprofit and governmental sectors, she is a Senior Financial Planner for Utah. She has more

managing member of Aspira Public Affairs, an than 15 years of experience in financial services,
organization providing community outreach previously working for Goldman Sachs, Zions

planning, media relations, constituent services development, Bank, and Silicon Valley Bank. Il

and women’s leadership training, with a particular focus on
underrepresented groups.
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JR Vera has been promoted to Senior Vice
President and named manager of the bank’s
Northern Region, where he will oversee branches
in Salt Lake County, from Riverton to Salt Lake
City. JR joined Altabank in early 2022 as a
Commercial Loan Officer. He was previously with
Chase Bank.

Russ Packer has been promoted to Branch
Manager in the Altabank Draper branch. Russ
joined Altabank 10 months ago from Intercap
Lending and has experience as a commercial loan
officer with Wells Fargo.

First Community Bank

Mike Padovich has been promoted to Senior Vice
President, Business Development Officer at First
Community Bank Utah, Division of Glacier Bank.
Mike’s skills and talents have led to extreme growth
in the branch he previously managed, and he will
be able to use those skills to help other branches in
our communities.

KeyBank

Tyler Blout has been promoted to Utah Market
Retail Leader for KeyBank, overseeing 30 branches
in Utah, including the new American Fork branch
that opened in May 2022. Blout has served in retail
banking roles at KeyBank for more than 15 years,

utah.bank



EXECUTIVE DEVELOPMENT
PROGRAM CLASS OF 2022

Congratulations to the 2022 graduates of UBA’s Executive Development Program, honored this year at the Bank Executive Winter
Conference at the Little America Hotel on Dec. 2, 2022. This was the 10th group to go through the program, and this year’s class

of 41 joins an elite group of 299 EDP alumni throughout the state. We are excited to watch them lead the industry into a very
bright future!
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Steve Alsup
Regional Banking Senior Manager, Wells Fargo

Destinee Anderson
VP BSA & OFAC Officer, First Community Bank

Blaine Bitton
Controller, Optum Bank

Jenny Bressler
Training Director, Central Bank

Tim Brosnan
VP, Director,Portfolio Management, FinWise Bank

Matthew Brunson

Senior Vice President, Strategic Partnership Platforms,
TAB Bank

Raphael Chibota
Enterprise Risk Analyst, Glacier Bancorp

Jake Christensen
Corporate Relationship Manager, Zions Bank

Chris Comber
VP of Credit Administration, FinWise Bank

Brad Dissinger
VP of Credit Administration, FinWise Bank

Steven Drakulich
VP, Community Banking Manager, Hillcrest Bank
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Casey Dyreng
VP/Lending Manager, State Bank of Southern Utah

Eli Farnsworth
Operations Manager, First Utah Bank

Alan Garcia
SVP, Commercial Credit Operations,
Underwriting Manager, Celtic Bank

Breann Garfield
AVP Consumer Lending, First Community Bank

Luke Harrison
Business Development Officer,
State Bank of Southern Utah

Tyler Heaps
Mortgage Dept Manager, Vice President, Central Bank

Cindee Himelright
VP, Portfolio Manager - Residential Construction &
Consumer, Bank of Utah

Angie Hunter
AVP Account Operations, TAB Bank

Ryan Kendrick
Director, Credit Policy and Governance, WEX Bank

Kraig Kerr
Associate Vice President Data Services, TAB Bank
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David Kirby Melissa Snell
SVP, Director of Business Banking, Practice Pathways, VP/Commercial Loan Officer, Brighton Bank

Zions Bank
Lance Stott

Kanita Lipjankic Vice President / Lending Manager,
VP, Construction Finance, Celtic Bank State Bank of Southern Utah

Charlie Machinski Bruce Sweeten
Associate Vice President, Strategic Project Management, Chief Credit Officer, Comenity Capital Bank
Medallion Bank

Jared Taylor

Mary McBride ; :
AVP Relationship Manager, Bank of Utah
VP, Digital Experience & Sales Manager, Bank of Utah ! P g

Cooper Thomas

Nathan Mills Director, Deposit Operations, Nelnet Bank

VP, Marketing and Training, FinWise Bank

Sommer Uzelac

Jeff Mort
en vorton VP, EB Accounting Manager, Regions | EnerBank

VP & Manager, Marketing Division, Regions | EnerBank

Tim Negus Mike Wells
Branch Manager, VP, Zions Bank VP Relationship Manager, Bank of Utah

Rob Packer Justin Willey
Director of Talent and Learning Development, Altabank Credit Manager, Medallion Bank

Jared Peterson Christopher Ziebert
Assistant Manager / Loan Officer, Central Bank VP, Director of Data Services, FinWise Bank

Whitney Sanders Eric Zupon
AVP, Portfolio Manager, TAB Bank AVP, Credit Analyst, First Utah Bank

There are limited seats remaining for the 2023 Executive Development Program. Classes start on Jan. 19, 2023. For more information on the
program and how to register, visit utah.bank. [l




BANKSNEED A GAME PLAN

FOR TODAY’S INTEREST RATE
ENVIRONMENT

By Rob Blackwell, Chief Content Officer, IntraFi

As the Federal Reserve aggressively hikes interest rates to tamp down inflation, depositors are starting to demand more for their money.

Results from IntraFi’s most recent quarterly survey of bank executives indicate the trend is likely to continue. Ninety-five percent of respondents
expect funding costs to go up, and 71% said deposit competition will increase. But this doesn’t mean banks have to let macroeconomic forces or

competitors dictate their strategies.

Matt Pieniazek, president and CEO of Darling Consulting Group, recently joined me on the Banking with Interest podcast to discuss how banks
should think about their balance sheets in the current interest-rate environment. He explains why all institutions need clearly documented game
plans, how to extricate rate from the value proposition, why rising rates are a good thing, and much more.

What follows is our conversation, edited for length and clarity:

What are you seeing right now vis-a-vis banks and
bank balance sheets?

The majority of banks aren’t overly concerned about losing
relationships. They're facing deposit pressures in a few areas, but
the funds they’ve lost have been mostly discretionary. However,
things are about to get interesting.

That sounds ominous. What do you mean?

During the last rising-rate environment, the Fed took nearly two
years to increase rates by 200-225 basis points, and deposit-rate
changes were nearly three times as responsive to the second
hundred basis points as they were to the first. Similarly, during
the period leading up to the Great Recession, we had a 425-basis-
point move. Things were pretty tame during the first 200 basis
points, but by the third and fourth hundred, the proverbial gloves
came off.

Rates have now risen uncharacteristically aggressively in a short
period of time — in fact, the delta between market rates and what
banks are paying has never gotten this wide this fast. Even if
depositors aren’t looking to move their money, it’s hard for them
to ignore what’s happening.

Additionally, during the pandemic, we made it easier to do things
electronically and conditioned customers to avoid branches.
Today, banking practices are very different than they were

three or four years ago. So the dynamics are about to get really
interesting, notwithstanding the excess liquidity still

out there.
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What’s your advice to banks?

Have a clearly documented game plan. (Many banks don’t.) Start
by figuring out how much money you can, or are willing to,

let leave; then determine which deposits are most valuable and
prioritize those.

Next, divide your deposit base into manageable pieces. Start by
rank-ordering your largest-balance relationships; this will help
with one-off conversations. Second, review your mass-market,
traditional banking relationships. Third, review the “tweeners,”
or those that aren’t quite whales but larger discretionary balances
that could be at risk (mid-tier balances comingled with operating
balances in those traditional accounts).

Get your people in a room to assess the elasticity of deposits

in each sector and your value proposition for those different
consumer types, specifically, whether it’s driven by rate or other
factors. Figure out your pricing strategy for each and how much
outflow you’re willing to accept in each area and why.

You recently wrote that all banks have what appear to
be core deposits but are actually Trojan Horses. What
did you mean?

Monies that look like core deposits but have a high potential for
disintermediation. Municipal deposits are one kind of Trojan
Horse. Large commercial balances are another — many businesses
have funds sitting in their banks that dwarf what they need for
operations, but they’re also facing cost pressures, and it’s hard to
ignore the opportunity to pick up notably incremental yield on
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their excess cash. If they do need money, many will “borrow”
from themselves. The third kind is CDs. CD balances have
contracted notably through this cycle, but much of that is CD-
mentality money sitting in savings

accounts, now accounts, or money markets that’s going to
move back into CDs.

What should banks be thinking about if rates keep
rising?

Everyone seems to get overly fixated on rising rates and how
high they might go, but no matter what a bank’s interest rate
risk profile is, the worst scenario for this industry would be for
rates to do an about-face and head lower for three reasons: 1)
Funding costs can only go so low, but assets will keep pounding
down until eventually everybody’s margins get squeezed — it’s
just a matter of how quickly and to what degree; 2) declining
rate environments are highly correlated with declining economic
environments, which are highly correlated with asset-quality
challenges, delinquencies, and elevated reserves; and 3) when
economic activity slows, the outlook for loan growth darkens.

How is social media adding to deposit pressures?

It’s definitely having an effect. But banks need to remember that
there’s always somebody paying more than them. If rate were
the most important variable, every other bank would go out of
business, and you’d have one big bank paying the highest rates.
The point I’'m making is that if banks fuel conversations about
rate to where it becomes the main topic of discussion, they’re
communicating that their value proposition is mainly tied to rate
instead of the other things they bring to the table. Conversely,
depository institutions that believe in their value propositions will
do well during this cycle because they’ll know where they can be
proactive. They’ll experiment more, try

more things.

What are your thoughts on strategies for banks that
aren’t dealing with excess liquidity?

I’ll start by saying there are many banks with concentrations of
large balances that don’t want pricing on these to upset the apple
cart. They don’t want a handful of accounts messing up their core
deposit strategies, so they’ve been paying higher rates than usual.
Then they’ve been going and selling the money into a deposit
network, such as IntraFi’s, through its One-Way Sell program.
This enables them to effectively lower their deposit costs and
keep the money out of their deposit expenses by moving it off the
balance sheet, knowing they can bring it back on if necessary.

Public banks with valuations that reflect a highly inelastic
core-deposit base through prior cycles don’t want to change the
Street’s perception with beta moves that have nothing to do with
their true base of core deposits. They’d prefer to move all their
discretionary monies into repos, so they become a borrowing
cost, or just sweep them off so they can actually generate some
fee income and, in effect, slow the rise in their deposit costs.
They’re also starting to worry about reputation risk, which is a
first for me (and I've been doing this for a long time).

Coming back to your question, banks that are borrowing money
are actually pushing local market pricing up. They don’t match
wholesale, but they’ve got a long runway given the delta between
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When we talk to banks about
forecasts, many anticipate making
half as many loans next year as they
will make this year.

market rates and what other banks are paying. They’ll pay a lot
more than other institutions, but they’ll also save a lot. Right
now, borrowing banks are facing high opportunity costs, so if
they’re dealing with a larger account, they’re more apt to pay up
or negotiate. Otherwise, they’ll just have to replace them with
something substantially more expensive.

Loan growth was good in the second quarter, but in the
third quarter, there were signs of it faltering. What have
you been hearing?

There’s a clear consensus that pipelines have peaked. When

we talk to banks about forecasts, many anticipate making half

as many loans next year as they will make this year. Hurdle

rates are up because of interest rates, there’s lots of uncertainty
surrounding any kind of real estate, and businesses aren’t as
comfortable making investments right now. Banks themselves are
pulling back on some concentrations, asking tougher questions.

We’ve seen a lot of disruption in the past two years
from COVID and other factors. How should banks be
thinking about ALCOs right now?

Way too many ALCOs tend to be more of a reporting function
that spends too much time creating detailed decks that do little
more than give people headaches. Then, toward the end of
meetings, they’ll shoehorn in conversations on what to do. Those
institutions have it backward. ALCO should feed strategy. It
should be a profit center, not the cost center it

tends to be.

What are the biggest mistakes banks are making
today?

One is that they’re not changing loan pricing to levels that
represent fair, risk-adjusted returns. They’re letting the liquidity
overhang get in the way. The majority of banks — not all — are
knowingly doing deals at perhaps the tightest spreads ever. But
their business models don’t support FHLB plus 150 to 200. They
don’t support SOFR plus 150 to 175. They don’t support prime
minus 100 or more. Banks have to get away from all that. They
can’t let irrational/desperate competition dictate their ongoing
lending strategies. They need to improve their balancing act.

Another is that many banks don’t socialize the logic underpinning
their value propositions. They don’t explain how to deflect
objections to those who work on the front lines. They don’t
institute formal feedback loops, either. Banks should never
underestimate the importance of communication, coaching, and
guidance. [l
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Altabank

Altabank™ Conducts Yearly Book Drive for
Intermountain Healthcare’s Reach Out and Read
Program

Reach Out and Read is all about unleashing the joy and
potential of each child,” says Dr. Neal Davis, a pediatrician
with Intermountain Healthcare. “The program includes giving
an age-appropriate book to children during all well-child visits
from six months of age to five years old; a total of nine visits as a
child grows and develops through those critical early years.”

Altabank shares IHC’s passion for helping children grow and
thrive, so in 2020, Altabank made a five-year, $500,000 funding
commitment to ROR. In addition, Altabank further supports
ROR by conducting an annual holiday book drive, inviting
members of the community to purchase and donate books at
any of Altabank’s 24 branches. This year’s book drive runs from
November 28 to December 30.

Bank of Utah Delivers Over 450 Bags of Warm Clothes
to Charity for the Holidays

Bank of Utah and their partners Arctic Circle Restaurants

and Red Hanger conducted the tenth annual Warm Bodies,
‘Warm Souls clothing drive from October 17 thru November 11,
collecting 460 bags and barrels of winter clothing and $5,400
that was distributed to 12 Utah charities. “This year, with a
tightening economy and people worried about expenses, we feel
extra grateful for those people from Tremonton to St. George,
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who gave all they could and then some to help those in need,”
said Roger Christensen, SVP, Business Development and
Communications at Bank of Utah.

First Community Bank
'| Congratulations to Bryan Jack, EVP CFO, and
Brady Stratton, SVP Marketing Officer, from First
Community Bank Utah, Division of Glacier Bank,
B for graduating from the Pacific Coast Banking
School in Seattle, WA. Stratton graduated with
honors and had his senior management paper
published in the PCBS/University of Washington
library.

KeyBank Honored as a Military-Friendly Organization
KeyBank was recently honored as a 2023 Military Friendly
Employer from Military Friendly. The designation measures
the standards of an organization’s commitment,
effort and success in creating sustainable

and meaningful career opportunities for

the military community. KeyBank fosters a
diverse, equitable and inclusive workplace

and has a longstanding tradition of supporting
military employees, families and veterans.

KeyBank Provides $68.3M Refinancing for Seniors
Housing Property in Salt Lake City

KeyBank Real Estate Capital has arranged a $68.3 million
permanent loan through Freddie Mac for The Woodbury

utah.bank



Corp., Colmena Group and Western States Lodging. The loan
refinances existing debt on Legacy Village of Sugar House, a
senior housing property within the master-planned Sugar House
neighborhood of Salt Lake City. The 10-story Legacy Village

of Sugar House features independent living, assisted living,

and memory care units, as well as retail space, parking and
commercial space. Morgin Morris of KeyBank structured the
10-year, fixed-rate loan with an initial five years of interest-only
payments.

State Bank of Southern Utah Builds in Gunnison Valley
State Bank of Southern Utah built a beautiful new branch on
Gunnison’s Main Street and celebrated its Grand Opening on
Nov. 22, 2022. State Bank of Southern Utah acquired Gunnison
Valley Bank in 2019, operating in the same building since

1909. This new 9,600-square-foot building will improve the
Gunnison Valley banking experience with enhanced technology
throughout the building, including a fingerprint scanner that
allows access to safe deposit boxes without a key. The building
includes a large conference room and an outdoor pavilion
available for community use.

“State Bank was founded with a mission to provide community
banking that helps individuals and businesses grow and
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succeed,” said Eric Schmutz, CEO of State Bank of Southern
Utah. “We are excited to continue expanding our services in the
Gunnison Valley.”

Zions Bank Recognized as a Top Employer

Zions Bank was honored among 90 of the Best Banks to Work
For in the November 2022 issue of American Banker magazine.
Zions Bank is listed as No. 4 among large banks and No. 58
overall. Honorees were selected through surveys measuring
employee satisfaction, policies and employee benefits.

Additionally, Zions Bank was recognized in October with The
Salt Lake Tribune’s “Top Workplaces 2022” designation. Zions
Bank is listed as No. 20 among Large Businesses. According

to The Tribune, employee feedback is the only criterion to
determine which employers make the list.

Zions Bancorporation Named Regional Bank 504
Lender of the Year

Zions Bancorporation ranked second in the U.S. for the number
of U.S. Small Business Administration 504 third-party loans
approved during the fiscal year 2022. Through its affiliate banks
and branches in 11 Western states and its National Real Estate
division, Zions provided $189.6 million in third-party approvals
for 185 loans across the country.

For its lending achievements, Zions has been named

2022 Regional Bank 504 Lender of the Year, the National
Association of Development Companies announced on October
27. Zions’ National Real Estate division was recognized with a
504 Community Impact Award on November 16.

Zions’ National Real Estate division uses referral sources from
more than 300 banks and other lenders to originate or purchase
commercial real estate loans — including SBA 504 loans — that
may be outside their lending parameters or capacity. The
division has seven experienced business development officers,
with locations in
Atlanta, Brooklyn,
Dallas, Los Angeles,
New York, Reno,
Salt Lake City and
Seattle.

“In the early 1990s,
Zions Bank’s
National Real

Estate Department
became a pioneer in originating loans through local banks
nationwide,” said Harris Simmons, chairman and CEO of Zions
Bancorporation. “Today, we’re proud to be a leading nationwide
small business commercial real estate lender.” [}l
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Vericast’s New Market
Intelligence Platform Helps
Financial Institutions Grow

with Unprecedented Access to
Real-Time Data and Insights

Gathering data is not a concern for most
financial institutions. Making sense of it is.

To solve this challenge, Vericast announced the
debut of its Market Intelligence Platform, a financial
industry-first data visualization dashboard that
delivers real-time insights to enable smarter
marketing decisions and optimize spend.

The first-of-its-kind Market Intelligence Platform
leverages multiple data sources, artificial
intelligence, and advanced proprietary technology
to provide unmatched insights into real-time

consumer behavior at the household and
neighborhood level.

Insights are fueled by the combination of consumer
credit activity, competitor interest rates, marketing
channel spend, among other demographic data.
Additionally, Vericast’s proprietary Consumer Graph

technology powered by billions of data signals
across millions of households provides insights
and predictions on consumer intent to purchase.
Combining data elements into a single view of the
market allows marketers to optimize marketing
spend based on their business objectives.

“This new enablement tool opens the door for

financial institutions in America to realize their

full potential,” said Lisa Nicholas, vice president,
Financial Services at Vericast. “With the Vericast
Market Intelligence Platform, we drive a focus on
measurable impact to conversion and profitability
by helping our clients better understand and
activate their data to determine the best audiences
for marketing and personalized engagement.”

-
I

VERICAST
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MARKETING INTELLIGENCE PLATFORM

INDUSTRY-FIRST FINANCIAL TECHNOLOGY THAT
DRIVES SMARTER MARKETING DECISIONS

> Online and offline consumer behavior of financial
products and services

> Consumer categories searched by markets and
how they can personalize the experience

> Market activity, saturation, and potential
> |nvestment opportunities
> Competitor penetration and spending

Thousands of financial institutions have relied on
Vericast to deliver the intelligence they need to

amplify their marketing efforts and ROI for decades.

“With the Market Intelligence Platform, for the first-
time, financial institutions can focus strategies on
market profiles versus a blanketed campaign, see
actual results, and invest in locations where there is
the greatest impact,” said Nicholas.

“Vericast’s Market Intelligence Platform
empowers financial institutions to make
data-driven decisions and determine
return on investment of valuable marketing
dollars,” said Sara Becker, Senior Vice
President, Director of Marketing and
Communications at First Interstate

Bank. “The intuitive, easy-to-understand
dashboard provides meaningful insights
that are critical to bank marketing in this
highly competitive landscape. The fact

it is provided to clients at no cost is just
another way Vericast demonstrates its
commitment to the financial industry as a
whole—by arming banks and credit unions
with relevant tools and information to be
the best we can be.”

Sara Becker,
Senior Vice President, Director of Marketing and
Communications at First Interstate Bank.
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By Julia A. Gutierrez, Director of Education, Compliance Alliance
-

limate change and risk management have become a

hot-button topic for financial institutions in recent

years because of rising concerns from policymakers,

international organizations, financial regulators, and
many others. This push for a more environmentally friendly
world is leading to changes in organizational resources and
operations, investor expectations, environmental activists, and
even the expectations of the current administration. With all
this focus on environmental safety, it is inevitable for financial
institutions to consider the impacts and learn how to manage
the risk.

What is Climate Change?

Climate change is a change in global or regional climate
patterns, specifically, a change in global or regional climate
patterns from the mid-20th century through today, largely
attributed to increases in atmospheric carbon dioxide levels
produced by fossil fuel usage. It can be controversial, but
whatever side of the fence you stand on, there are climate-
related financial risks faced by banks, and managing that risk
can be critical.

What Type of Risk Should Financial Institutions
Consider?

According to various regulatory agencies, climate change and

26

the transition to a low-carbon economy have been identified as
contributing to emerging risks facing financial institutions and
the overall financial system of the United States. The agencies
indicate that banks will likely be impacted by physical and
transition risks associated with climate change. Physical risks
are considered harmful to people and property arising from
acute, climate-related events: flooding, hurricanes, heatwaves,
etc. Transition risks are considered stresses to financial
institutions because of shifts in policy, consumer or business
sentiments, or technological changes to limit the impact of
climate change. Basically, transition risk is the risk due to the
transition to a more environmentally friendly process or way
of conducting business and operations. Financial institutions
should also consider credit risk, market risk, liquidity risk,
operational risk, and reputational risk, especially as they relate
to the safety and soundness of their institutions.

Principles for Managing Climate-Related Risk

While there isn’t currently specific regulatory guidance for
achieving compliance and managing the risk related to climate,
we will likely see this type of guidance in the near future.
Regulatory agencies have addressed the issues, requested
feedback for managing the risk, and are looking at implanting
regulatory requirements for large financial institutions,
including banks with over $1 billion in assets. The OCC (Office

utah.bank



The development of climate-
related scenario analysis is an
important approach for identifying,
measuring, and managing
climate-related risks.

of the Comptroller of Currency), along with other regulatory
agencies, has released guidance, requests for information, and

a set of principles financial institutions should consider in
managing climate-related risks. The information released by the
OCC includes a set of general principles as well as specific areas
of risk management.

The general principles touch on governance — policies,
procedures, and limits; strategic planning; risk management;
data, risk measurement, and reporting; and scenario analysis.
These principles provide guidance for developing an effective
framework essential to the bank’s safe and sound operations.
The principles outline expectations for board and senior
management oversight, guidance for developing a written
program, and the areas of consideration for planning, which
should consider the bank’s overall business strategy, risk
appetite, and financial, capital, and operational plans. It is

also important that management is involved in overseeing

the development and implementation process for identifying,
measuring, monitoring, and controlling climate-related
financial risk exposure within the bank’s management
framework. Sound climate risk management is dependent upon
the availability of relevant, accurate, and timely data; therefore,
management should incorporate climate-related financial risk
information into the bank’s internal reporting, monitoring, and
escalation processes to facilitate timely and sound decision-
making across the bank. The development of climate-related
scenario analysis is an important approach for identifying,
measuring, and managing climate-related risks.

To ensure this framework is effective and successful, financial
institutions should consider a risk assessment process as part of
their sound risk governance framework. This will ensure that
the board and senior management can identify emerging risks
to develop and implement the appropriate strategies to mitigate
and manage the risks. The guidance issued by the OCC suggests
that financial institutions should consider incorporating
climate-related financial risks when identifying and mitigating
all types of risk. While the agencies will eventually elaborate
on risk assessment principles, it is suggested that financial
institutions consider credit risk, liquidity risk, other financial
risk, operational risk, legal/compliance risk, and other
nonfinancial risk.

Conclusion

While there is no specific set of guidelines for financial
institutions to follow for climate risk, compliance, and
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management, this is an area that all banks should begin
considering from a safe and sound banking standpoint. Future
guidance will likely apply or be required of larger financial
institutions; however, the guidance and risk considerations
should be contemplated by institutions of all sizes. Risks can
impact even smaller institutions, so taking a proactive approach
rather than making a reactive response is the best plan of
action. It is important that financial institutions stay abreast
of the hot-button area of climate change and climate risk from
a compliance and risk management perspective, as the society
in which we are living continues to set a higher standard for an
environmentally friendly world. [l

Julia A. Gutierrez serves as the Director of Education for Compliance
Alliance, developing curriculum and presentations, as well as presenting
at various schools and seminars, both live and in a Livestream/hybrid
format. Julia brings over 20 years of financial industry experience to the
Compliance Alliance team.

»ma

END-TO-END
CORE CONVERSION

BMA provides customized Core Conversion
solutions to fit your bank's needs. Our new core
operating system will transform your ability to be
more competitive with current technology. The
consistency presented by our core will offer you
customized products, enhancements, and
services to meet the unique needs of your clients.

"Best of Class" Customer Service and
Custom Pricing

Safe and Secure Cloud based Solutions
Extensive Fintech API Integration Solutions

Consistent Expanding Solutions such as,
IT as a Service, Teller Capture, and Auto
Account Opening

I (801) 683-0748 info@bmabankingsystems.com
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ABA Insurance
Services, Inc.

3401 Tuttle Rd., Ste. 300
Shaker Heights, OH 44122
Mike Read

(800) 274-5222
mread@abais.com
www.abais.com

Abrigo

5444 Wade Park Blvd.,
Ste. 400

Raleigh, NC 27607
www.abrigo.com

B:Side Capital

3350 Brighton Blvd., Ste. 135
Golden, CO 80401

Lauren Kloock

(303) 657-0010
Ikloock@bside.org
www.bsidecapital.org

Backbase USA, Inc.

10 10th St., NE

Atlanta, GA 30309
Jacqueline Hickman

(208) 800-2871
jacqueline@backbase.com
www.backbase.com

BancAlliance

4445 Willard Ave., Ste. 1100
Chevy Chase, MD 20815
Brendan Hart

(301) 232-5423
bhart@alliancepartners.com
www.bancalliance.com

Bank Marketing Center
95 Old Stratton Chase
Atlanta, GA 30328

Neal Reynolds

(678) 528-6688

nreynolds@
bankmarketingcenter.com
www.bankmarketingcenter.com
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Bankers’ Bank of the
West

1099 18th St., Ste. 2700
Denver, CO 80202

David Philippi

(303) 291-3700
dphilippi@bbwest.com
www.bbwest.com

BankTalentHQ
3201 W. White Oaks Dr.,
Ste. 400

Springdfield, IL 62704
www.banktalenthg.com

Bell Bank

2435 S. Honeysuckle Cir.
Mesa, AZ 85209

Tracy Peterson

(480) 339-8533
tpeterson@bell.bank
bell.bank

BHG Financial
10234 W. State Rd. 84
Davie, FL 33324
Meaghan Kincaid

(866) 297-4664
mkincaid@bhg-inc.com
bhgfinancial.com

BMA

2151 S. 3600 W.

West Valley City, UT 84119
Kevin Jones

(801) 887-0122
kevin.jones@
bmabankingsystems.com
bmabankingsystems.com

Cherrywood Enterprises,
LLC

6901 Okeechobee Blvd., #D5-12
West Palm Beach, FL 33411
Craig M. Geisler

(561) 508-7650

cgeisler@
cherrywoodenterprises.com
cherrywoodenterprises.com

Clear Core LLC

9040 S. Rita Rd., Ste. 1270
Tucson, AZ 85747

Buck Strasser

(520) 413-5200
buck@clearcore.us
www.clearcore.info

Compliance Alliance, Inc.
P.O. Box 162407

Austin, TX 78716

Scott Daugherty

(888) 353-3933
scott@compliancealliance.com
compliancealliance.com

Compliance Services
Group

2405 Evergreen Park Dr. SW,
Ste. B4

Olympia, WA 98502

John Bley

(360) 943-7137

john.bley@
complianceservicesgroup.com
complianceservicesgroup.com

CrossCheck Compliance
810 W. Washington Blvd.
Chicago, IL 60607

Liza Warner

(312) 346-4600

Iwarner@
crosscheckcompliance.com
www.crosscheckcompliance.com

D.A. Davidson & Co.
8 Third St. N.

Great Falls, MT 59401
Tom Hayes

(406) 268-3084
thayes@dadco.com
davidsoncompanies.com

Discover Debit

1301 McKinney St., Ste. 2500
Houston, TX 77010

Jim Foster

(303) 993-4701
jimfoster@discover.com
www.discoverdebit.com

Dorsey & Whitney, LLP
111 S. Main St., 21st FI.

Salt Lake City, UT 84111
Steven Waterman

(801) 933-7365
waterman.steven@dorsey.com
www.dorsey.com

Eide Bailly, LLP

5 Triad Center, Ste. 600
Salt Lake City, UT 84121
Gary Smith

(888) 777-2015
gsmith@eidebailly.com
www.eidebailly.com

EVO Asset Consulting
114 S. 140 W.

Lindon, UT 84042

Madisyn Mower

(801) 953-8408
maddy@joinevo.com
WWww.joinevo.com

Executech

1314 W. 11400 S.

South Jordan, UT 84095
Lee Weech

(801) 253-4541
lee.weech@executech.com
www.executech.com

FBBS

1099 18th St.

Ste. 2700

Denver, CO 80202
Duane Kerner

(720) 709-7613
dkerner@fbbsinc.com
firstbankersbanc.com

Federal Home Loan Bank
of Des Moines

909 Locust St.

Des Moines, IA 50309
Zachary Bassett

(800) 544-3452
zbassett@fhlbdm.com
www.fhlbdm.com
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FHN Financial

1000 Ridgeway Loop Rd

Ste 200

Memphis, TN

38120-4036

Trae Winston

(901) 435-8757
trae.winston@fhnfinancial.com
www.fhnfinancial.com

FinPro, Inc.

158 Rte. 206
Gladstone, NJ 07934
Scott Polakoff

(908) 234-9398
spolakoff@finpro.us
www.finpro.us

FORVIS

510 S. 200 W., Ste. 200

Salt Lake City, UT 84101
Bud Hollenkamp

(303) 861-4545
bud.hollenkamp@forvis.com
www.forvis.com

FPS GOLD

1525 W. 820 N.
Provo, UT 84601
Matt DeVisser

(801) 429-2126
mattd@fps-gold.com
www.fps-gold.com

GPS Capital Markets,
Inc.

10813 S. River Front Pkwy.,
Ste. 400

South Jordan, UT 84095
Randal Roberts

(800) 459-8181
rroberts@gpsfx.com
www.gpsfx.com

Holland & Hart, LLP
222 S. Main St., Ste. 2200
Salt Lake City, UT 84101
Timothy Crisp

(801) 799-5800
tscrisp@hollandhart.com
www.hollandhart.com

Issue 4. 2022

IntraFi Network

1300 17th St. N., Ste. 1800
Arlington, VA 22209

Bryan Harper

(703) 292-3462
bharper@intrafi.com
www.intrafi.com

Kadince, Inc.

2485 Grant Ave., Ste. 300
Ogden, UT 84401

Casey Elliott

(385) 350-2826
casey@kadince.com
www.kadince.com

KeyState Captive
Management, LL.C

P.O. Box 50102

Henderson, NV 89016
Brian Amend

(702) 598-3738
bamend@key-state.com
www.key-state.com/captive-
management.aspx

Kirton McConkie

50 E. South Temple, Ste. 400
Salt Lake City, UT 84111
Gary Winger

(801) 328-3600
gwinger@kmclaw.com
www.kmclaw.com

LERETA, LLC
1123 Park View Dr.
Covina, CA 91724
John Short

(626) 667-1506
jshort@lereta.com
lereta.com

Moss Adams

601 W. Riverside Ave.,
St. 1800

Spokane, WA 99201
Mike Thronson

(509) 747-2600
mike.thronson@
mossadams.com
www.mossadams.com

Mountain West Small
Business Finance
2595 E. 3300 S.

Salt Lake City, UT 84109
Danny Mangum

(801) 474-3232
dmangum@mwsbf.com
mwsbf.com

Newcleus, LLC

411 S. State St., 3rd FI.
Newtown, PA 18940
Larry Rowley

(267) 291-2130
Irowley@newcleus.com
newcleus.com

ODP Business Solutions
9501 Amberglen Blvd.,

Ste. 200

Austin, TX 78729

(855) 337-6811 x12878
www.odpbusiness.com

OnCourse Learning
P.O. Box 310

Waunakee, WI 53597
www.oncourselearning.com/
business/financial-services/
bank

Parsons Behle & Latimer
201 S Main St., Ste. 1800

Salt Lake City, UT 84111

Gary E. Doctorman

(801) 532-1234
GDoctorman@
parsonsbehle.com
parsonsbehle.com

PCBB

1676 N. California Blvd.,
Ste. 300

Walnut Creek, CA 94596
Jay Kenney

(415) 399-5800
jkenney@pcbb.com
www.pcbb.com

Piper Sandler Companies

1251 Avenue of the Americas,
6th FI.

New York, NY 10020

Avi Barak

(212) 466-7700
Avi.Barak@psc.com
www.pipersandler.com

PULSE, a Discover
Company

1301 McKinney St., Ste. 600
Houston, TX 77010

Alia Garces

(281) 884-8663
aliagarces@discover.com
www.pulsenetwork.com/public/
discover-debit

PwC

201 S. Main St., Ste. 900
Salt Lake City, UT 84111
Ryan Dent

(801) 534-3883
ryan.j.dent@pwc.com
WwWWw.pwc.com

Ray Quinney &
Nebeker P.C.

36 S. State St., Ste. 1400
Salt Lake City, UT 84111
Michael Mayfield

(801) 532-1500
mmayfield@rqgn.com
rgn.com

Rocky Mountain CRC
64 E Winchester St., Ste. 230
Salt Lake City, UT 84107
Steven Nielsen

(801) 366-0040
shielsen@rmcrc.org
www.rmcrc.org

RSM US, LLP

515 S. Flower St., 17th FI.
Los Angeles, CA 90071

Dan Shumovich

(213) 330-4736
dan.shumovich@rsmus.com
rsmus.com
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Scalley Reading Bates
Hansen & Rasmussen

15 W. South Temple, Ste. 600
Salt Lake City, UT 84101
Darwin Bingham

(801) 531-7870
dbingham@scalleyreading.net
www.scalleyreading.com

Select Bankcard

170 S. Interstate Plz., Ste. 200
Lehi, UT 84043

Pete Mudrow

(801) 791-1938
pmudrow@selectbankcard.com
www.selectbankcard.com

Shred-It

205 Winchester Dr.

East Stroudsburg, PA. 18301
Andrew Allu

(917) 528-7940
andrew.allu@stericycle.com
www.shredit.com

Simpson & Company,
CPAs

5353 S. 960 E., Ste. 102
Salt Lake City, UT 84117
Kenneth Simpson

(801) 484-5206
krsimpson@simpson-co.com
WWWw.simpson-co.com

Snell & Wilmer, LLC

15 W. South Temple, Ste. 1200
Salt Lake City, UT 84101

Brian Cunningham

(801) 257-1900
bcunningham@swlaw.com
www.swlaw.com

SPARK

801 Nicollet Mall
Minneapolis, MN 55402
Erik Swenson

(612) 345-0683
erik.swenson@
lendwithspark.com
lendwithspark.com
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Stephens, Inc.

101 2nd St., Ste. 850
San Francisco, CA 94105
Steven Egli

(415) 548-6912
steve.egli@stephens.com
www.stephens.com

StrategyCorps

100 Westwood PI., Ste. 400
Brentwood, TN 37027
Emily Harrington

(615) 263-7777
emily.harrington@
strategycorps.com
www.strategycorps.com

The Baker Group

2975 W. Executive, Ste. 139
Lehi, UT 84043

Brian Bates

(800) 937-2257
bbates@gobaker.com
www.GoBaker.com

Unitas Financial Services
6543 Commerce Pkwy., Ste. M
Dublin, OH 43017

Brian Ruhe

(740) 967-1131
Brian.Ruhe@unitas360.com
www.unitas360.com

Upgrade, Inc.

275 Battery St., Ste. 2300
San Francisco, CA 94111

Nik Vukovich

(415) 940-7688
nvukovich@upgrade.com
www.upgrade.com/institutions

Utah Center for
Neighborhood
Stabilization

6880 S. 700 W., 2nd FI.
Midvale, UT 84047
Daniel J. Adams

(801) 316-9111
dan@utcns.com
www.utcns.com

Utah Housing
Corporation

2479 S. Lake Park Blvd.
Salt Lake City, UT 84120
Grant Whitaker

(801) 902-8290
gwhitaker@uthc.org
utahhousingcorp.org

vCom

12657 Alcosta Blvd., Ste. 418
San Ramon, CA 94583
(503) 292-3640
vcomsolutions.com

Vericast

15955 La Cantera Pkwy.
San Antonio, TX 78256
Doug Hann

(801) 288-2133
doug.hann@vericast.com
www.vericast.com

‘Wasatch Business
Finance

5288 S. Commerce Dr., Ste.
B-228

Salt Lake City, UT 84107
Steve Carlston

(385) 799-6701
steve@wbfcdc.com
www.wasatchcdc.com

West Monroe Partners,
LLC

1000 Wilshire Blvd., Ste. 1100
Los Angeles, CA 90017

John Jensen

(213) 631-4837
jjensen@westmonroe.com
www.westmonroe.com

Zions Correspondent
Banking Group

310 S. Main St., Ste. 1400
Salt Lake City, UT 84101
Phillip Diederich

(801) 844-7853
phillip.diederich@
zionsbancorp.com
www.zionscbg.com
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UNCERTAIN MARKET

By Jay Kenney, SVP & Southwest Regional Manager, PCBB

RE has boomed in the last two years. In 2021, CRE

sales totaled a record-breaking $809B, and by the

end of the year, the value of CRE loans exceeded

$2.7T. In its mid-year review of the CRE market,
JPMorgan expects a continued positive outlook for the
remainder of the year, with forecasts varying depending on
the asset class. While strip malls in remote areas and office
properties struggle, industrial and multifamily properties
are current bright spots in the market

Community banks perform very well in CRE loans thanks
to their focus on relationships, flexibility, and local market
knowledge. According to Globe St., community banks held

All community banks should
develop and maintain a capital
plan to ensure sufficient reserves
to withstand potential turmoil in the
CRE market and beyond.

almost $800B in CRE loans in 2021 — roughly 30% of the
total CRE market’s value, despite having only 12% of the
banking industry’s total assets. As such, they are especially

remain.” Previously, the Federal Reserve included a 40%
downturn in CRE market values in this year’s stress testing
scenarios, indicating that it, too, is keeping a watchful eye

vulnerable to fluctuations in the CRE market.

Nevertheless, rising inflation, interest rates, construction
costs, and fears of a recession — combined with the post-
pandemic trend towards hybrid working — are generating

on this area of potential concern.

Here are five essential strategies for community banks to
manage the current CRE market uncertainty:

uncertainty in the CRE market. There are signs that values | 1. Monitor CRE market data very closely. Community
are dipping, with the Green Street Commercial Property banks need to be able to gauge the level of activity in
Price Index declining 4.7% this year. This is leading the market to stay ahead of any turbulence. Regularly
to concern for community banks with high CRE loan collecting data on demand and price points by property
concentrations. type and geographic location should be an essential

part of determining an institution’s lending strategy.
The FDIC recently announced that it would scrutinize Whether to increase, maintain, or reduce its exposure to
financial institutions with large CRE exposure more closely. a particular market or product.
One FDIC regulator noted that while most banks with
CRE loan concentrations are “satisfactorily rated,” those 2. Actively manage your CRE portfolio. Maintaining

concentrations add “dimensions of risk that necessitate
continued attention from banks and their regulators,
especially as the pandemic lingers and uncertainties
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a diversified portfolio with concentration limits for
specific products and markets is critical to managing
risk. This requires community banks to develop a
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comprehensive view of their exposure by geography,
property type (pre-sold, speculative, etc.), underwriting
characteristics —loan-to-value (LTV) ratios — and portfolio
liquidity.

3. Strengthen risk management strategies. Community banks
should review their risk rating systems and ensure they are
appropriate for the size and complexity of the institution.
They should also establish reasonable LTV limits for
different property types and adhere to those limits. Finally,
stress testing to model the impact of a market downturn
enables community banks to take appropriate action to
mitigate against significant losses.

4. Plan for capital adequacy. All community banks should
develop and maintain a capital plan to ensure sufficient
reserves to withstand potential turmoil in the CRE market
and beyond.

5. Diversify your portfolio. One opportunity to further protect
your community bank from CRE concentration risk is to
diversify your portfolio with C&I loans. This investment
will balance your exposure to a high volume of CRE loans.

So far, CRE delinquency rates have remained low, and losses
have been minimal — partly due to government stimulus and
low-interest rates. As market conditions toughen, community
banks would do well to revisit their risk management policies to
ensure they are prepared for a potential market downturn. il

Dedicated to serving the needs of community banks, PCBB’s
comprehensive and robust set of solutions includes cash
management, international services, lending solutions, and
risk management advisory services.

They’ve developed their C&I Loan (Shared National Credit)
program to allow banks to grow their portfolios with loans
from nationally recognized borrowers that provide interest income quickly
while reducing your overall interest rate risk. To learn more about their
C&I Loan opportunities or add one to your portfolio, contact Jay Kenney
at jkenney@pcbb.com.

MEET YOUR UTAH RELATIONSHIP MANAGERS

Lance Niles
Iniles@bbwest.com

WHERE COMMUNITY BANKS BANK
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David Philippi,
dphilippi@bbwest.com

As a bankers’ bank we strive to help
with every level of service and
expertise, covering anything from
loan participations, merchant
services, ATM/Debit and much more,
because we aim to answer your
questions with,

“...yes, we can do that too!”

CEWEER

Member

FDIC

Scan to call now
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RQ| RAY QUINNEY
&N & NEBEKER

Y FIRM

RAY QUINNEY & NEBEKER IS A PREMIER LAW FIRM
FOR BANKING AND FINANCIAL INSTITUTIONS IN
THE INTERMOUNTAIN WEST.

Ray Quinney & Nebeker is one of the region's top law firm for banks, lease finance companies, and other
financial institutions. We have one of the largest and most sophisticated banking and financial institutions
practice in Utah, with many of our lawyers having more than 25 years of experience in this practice area.
We represent a broad range of financial institutions, equipment leasing companies and other credit
providers, both large and small, including Utah, regional and national financial institutions. We have years
of transactional experience with commercial, real estate, and consumer transactions as well as in other
more specialized lending and leasing areas. \We have demonstrated expertise in resolving risk management
issues for financial institution and other clients such as with problem loans and leases, workouts, and
bankruptcy representation.

CONTACTUS —

Not only is RQN our go-to law firm for outside
legal help, but they are a critical and integral
part of our team. They take the time to know
us, know what matters to us, and help us
craft meaningful and value-adding solutions.
RQN gives us best-in-class customer service,
matched with world-class expertise.

MIKE MAYFIELD
Banking and Finance
Section Chair
mmayfield@rgn.com
801-323-3373

- RQN Banking Client "

Www.rgn.com
801.532.1500
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