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YOUR BRIEFINGS BELOW
PRESIDENT’S DESK

(Click on the links to read full CBA coverage)

· CBA prepping for federal uncertainty; solid in state session Full coverage.
STATE LEGISLATIVE UPDATE
· Updates on the three direct government lending bills. CBA to testify today Full coverage.
· CBA is amending the State Stimulus Bill to protect against unintended and unnecessary government lending and fund distribution. Full coverage.
· Late bill introduced to abolish need for front license plate.  Full coverage.
CBA UPDATE

· CBA is organizing local meetings between banks and Members of Congress; Reps.  Coffman, DeGette and Lamborn’s have all been dubbed a success.  Full coverage.
· CBA arms bankers with tools to address bank failures publicly. Full coverage. 
· CBA joined bankers in Washington D.C. to meet with Members of Congress. Full coverage.  

· Five-State Bankers Convention is taking place in Denver in June. Take advantage of flexible registration options.  Full coverage.
· CBA addresses Ag lending concerns; Passes on lending opportunity to members Full coverage.
· Free Conference Call Series for CBA Bankers. Register with Lexie . View series.
ACCOUNTING

· FASB released the final Staff Positions on mark-to-market accounting OTTI final FSP, Fair value final FSP Fair value final FSP 2 Full coverage.
TARP UPDATES

· Treasury Posts CPP documents for S corps, Mutuals, and banks looking to withdraw.  Withdrawal agreements. S corp. standard agreement. Mutuals.  Full coverage.
· A government report shows CPP participants paid $2.47 Billion in dividends Read the report. Full coverage.
REGULATORY REVIEW

· Banks being subjected to the Government’s stress test are being asked not to divulge the results. Full coverage.
· The industry is encouraging changes to the Treasury’s Legacy Loan Program Full coverage.
· The SEC issued proposals to combat abusive short selling Read SEC Press Release. Full coverage.
· FDIC has proposed a 4 month extension of their Debt Guarantee Program. Full coverage.
· The FDIC is proposing interest rate restrictions for undercapitalized banks Full coverage.
U.S. LEGISLATION
· Credit card legislation passed committees in both the House and Senate Full coverage.
CREDIT UNIONS 
· The NCUA reports that a corporate credit union was planning to understate losses by upwards of $500 million. Read NCUA’s analysis. Full coverage.
· Banks are calling for stronger capital standards within the credit union industry. Read the letter Full coverage.


	President’s Desk

CBA Prepping for Federal Uncertainty; Solid in State Session

Many questions are looming on the federal level and the environment is full of uncertainty. Will we have a systemic risk regulator?  What will the new regulatory climate look like? What impact will the stress test results have? Will bankruptcy judges restructure our loans? Will the government tell banks how to lend? Bankers, investors and our customers are curious as to how the industry will be operating in 1-2 years time, but right now answers are scarce. 

To keep ready, CBA is prepping early and creating reaction scenarios for the different outcomes to these questions. We believe when the time comes and answers are being understood with more clarity, public reactions will need to be given quickly. However the complexity of these questions and scenarios that we could be faced with has warranted undertaking a very methodical process. 

On the state level, we’re nearing the end of the 2009 session, and at this time, issues and proposals seem to be under control and absent of surprises. The biggest challenge – foreclosure reform legislation – along with 1031 exchange regulation, REIT taxation, single factor sales tax fixes, and the governor’s extension of small business credit all have seen relative success and have required minor in-session work due to the huge amount of pre-session preparation CBA endured to get these bills into an acceptable form. The fact that CBA was able to tackle these largely between July and December of 2008 has given our industry the needed resources and manpower to deal with the multiple direct government lending proposals and 100+ other bills we’ve been following. 

While we’re pleased with the results so far, we’re not letting our guard down. There’s still time for an ugly proposal to surface. We’re hopeful this won’t be the case, but we have readily available resources in case it does.  

Don 

Don A. Childears, CBA Pres/CEO, don@coloradobankers.org
State Legislative Roundup

Direct Government Lending For…

…Home Owners – CBA to Testify Today
CBA will testify today against Rep. Miklosi’s late bill, HB 1350 , which would allow the government to directly finance home owners’ clean energy improvement projects. The bill in its current form has a multitude of problems and CBA has explained that the legislation as written would not be acceptable to the banking industry. Environmental lobbyists along with Rep. Miklosi are actively lobbying this bill out of Committee.

CBA has offered to work with the Representative over the summer to find a viable alternative.  CBA has suggested developing a state loan guarantee program, or other comparable solutions that avoid direct government lending that could compete with the private sector.
…Commercial Renewable Energy Projects

After CBA and others added four amendments to HB 1300, it was pulled by its sponsor effectively killing the bill. HB 1300 proposed to grant the State unlimited lending authority in relation to commercial renewable energy or “green” projects.  The amendments CBA pushed limited that lending authority to transmission lines only, which was where the lack of private funding was coming from.

…Public schools’ Green Improvement Projects 

Last Thursday, CBA went on record to state the industry’s opposition to HB 1312 . The bill, which grants the State lending authority to fund renewable energy projects and battery-powered and hybrid-electric bus projects in qualified school districts, has broad democratic support and is expected to pass through the legislature. Because of the tightly specified purpose of this funding, this bill does not provoke the same type of government-subsidized competitive threats that are found in other government lending bills. Still, CBA is working to ensure the scope of this bill stays in an acceptable form. 
CBA Amending State Stimulus Bill 
CBA is obtaining amendments to HB 1346 – House Speaker T. Carroll’s Stimulus Bill. The bill as drafted gives the state the authority it needs to fully distribute and take advantage of the federal stimulus dollars coming to Colorado as a result of the American Recovery and Reinvestment Act of 2009.  CBA is ensuring that the State’s ability to distribute funds doesn’t exceed the needed powers granted in the Federal Legislation. CBA also attached a sunset date to the distribution powers so they cannot be used for unintended purposes in the future. 

CBA: Front License Plates Should Stay

CBA is opposed to a late bill that would not require front license plates on motor vehicles. Numerous banks’ security systems are designed to pick up the front license plate during drive-through banking operations or at ATMs. Opposition to this bill is coming from numerous industries and government agencies including sheriff and police departments.  
CBA Review

CBA Organizes Local Meetings Between Bankers, Cong. Reps
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Rep. DeGette at CBA                      Rep. Coffman at Citywide Banks       Rep. Lamborn at Bank at Broadmoor

Keeping costs down but communication current, CBA has organized local town hall meetings between bankers and our Members of Congress. 

Meetings already held with Reps. Coffman DeGette and Lamborn gave local bankers the opportunity to discuss our industry’s pertinent issues face-to-face without having to sacrifice the time and money to travel to Washington D.C. 
Topics being discussed included: 

· State of the Economy

· Lending in Colorado  

· Housing/Mortgage Lending and Foreclosures 

· Commercial Real Estate Lending 

· CPP (Capital Purchase Program)

· Equal access and treatment for all banks 

· FASB – OTTI/ mark-to-market 

· Regulatory Reform 

Scheduling details are still in the works for the rest. For updates contact Lexie@coloradobankers.org. 
CBA Addressing Public’s Concerns on Behalf of the Industry

CBA approached and responded to numerous media concerns to the New Frontier Bank takeover and provided resources for bankers that wanted to speak proactively about the health of the industry. 

Over that weekend Don Childears, President/CEO, CBA reached viewers on Denver-based NBC and CBS news ensuring the public that even when these unique events occur, there’s no reason to be worried.  

CBA’s broadly issued response was also picked up by numerous daily papers. The Denver Post helped convey our message stating: “The isolated bank failure will occur. The first priority of our regulatory system is . . . to protect the customer if one occurs. Every bank customer can rest assured knowing all deposits are always insured up to at least $250,000."

Since September, CBA has engaged in over 140 interviews on behalf of the industry.  

CBA, Bankers Further Goals in Washington D.C. 
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Last week, CBA joined a group of Colorado bankers in Washington D.C., and called on many of our state’s Members of Congress. In efforts to keep open dialogue and factual information current, the group was first briefed by FDIC Chairman Sheila Bair, Chairman of the President’s Economic Council, Larry Summers, and Chairman of the House Financial Services Committee, Barney Frank. Meetings went well and continued CBA’s goal of keeping our lawmakers constantly informed and aware of the developments within our industry. 
CBA Bankers with Reps. Perlmutter and House Financial Services Committee Chair Barney Frank

CBA Convention

A unique opportunity to showcase Denver and Colorado is fast approaching.  The 2009 Five-State Bankers Conference is scheduled for June 28th–30th and will be headquartered at the Grand Hyatt in downtown Denver.  This meeting will provide a rare opportunity to network with fellow banking professionals in our region.  This interaction is invaluable in our troubled times.  We understand the challenges of attending in this environment, both in terms of cost and time away from the bank.  The conference committee has put together a meaningful program that will be full of speakers and information that you do not want to miss. More Information 
Some of the Informational Topics Offered: 

1. U.S. Banking Industry: Post Bailout

2. Six Universal Unchanging Key to Success – Karl Mecklenburg

3. Challenges in the U.S. Economy – Tom Honig, President K.C. Fed

4. Address from the Chairman of ABA

5. Building your Brand during Unprecedented Times

Call to Greeley-area Bankers: 

CBA addresses Ag Lending Concerns; Passes on Lending Opportunity to Members

The Colorado Department of Agriculture was pleased to learn from CBA that bankers have already stepped up to service New Frontier Bank customers. The CDA wanted to let northern Colorado bankers know that there are healthy borrowers with existing loans that are available to be acquired. They wanted to encourage banks to engage old New Frontier customers with new lending agreements to keep the flow of business as open as possible.  

To inquire about lending opportunities contact Gary Siebenforcher, the FDIC Ag Team’s Post-Closure Ag Asset Manager at gsiebenforcher@fdic.gov or 760-405-7888.  Another contact for the FDIC ag team in 970-339-5100 (simply ask for Agriculture).
Free Conference Call Series for CBA Bankers 

In the midst of these difficult times, CBA is offering another conference call series for bankers.  This FREE series is open to all bankers. To register contact Lexie@coloradobankers.org   
Wednesday, April 22

10:00am – 11:00am 

Current Accounting Issues

Tammie Lowrie BKD, LLP

Wednesday, May 13

10:00am – 11:00am

Capital Market Update

Wes Brown, St Charles Capital

Wednesday, May 20

10:00am – 11:00am

Liquidity Risk/Brokered Deposits 

Darrell Couch, Dallas Regional Office, FDIC

Wednesday, July 29

10:00am – 11:00am

Developing a Fraud Risk Assessment Program for Banks

Thomas E. Wykstra, Patten, MacPhee and Associates, Inc

Wednesday, August 26

10:00am – 11:00am

Current Accounting Issues

Tammie Lowrie, BKD, LLP

Accounting

FASB Releases Final Staff Positions on Mark-to-Market Accounting 
As expected, the Financial Accounting Standards Board issued final FASB staff positions (FSP) on three mark-to-market accounting standards. The changes were adopted by the board last week. 

· FAS 115-2 "Recognition and Presentation of Other-Than-Temporary-Impairment" changes how entities will recognize other than temporary impairment of the value of their debt securities. For many securities with OTTI now, only the amount of the estimated credit loss is recorded through earnings, while the remaining mark-to-market loss is recognized through "other comprehensive income." 
The change is retroactive, meaning entities will reclassify amounts back into retained earnings of non-credit-related market losses on investments held at the beginning of the period. The result of the changes is likely to be higher earnings and tier-one capital. Read the final FSP. 
· FAS 157-4 "Determining Fair Value When the Volume and Level of Activity for the Asset or Liability has Significantly Decreased and Identifying Transactions that are Not Orderly" provides guidance in determining when and how to use modeled values, as opposed to broker price quotes. The paper should result in a greater use of models for estimating fair value, as well as more consistent approaches in modeling. 
From the earlier drafts of the paper, there includes a more detailed process to evaluate specific quotes received and a more detailed example to determine fair value through a modeling technique. Read the final FSP. 

· FAS 107-1 "Interim Disclosures About Fair Value of Financial Instruments" requires the current disclosures of fair value to be performed each quarter, as opposed to annually. This applies only to public companies. Read the final FSP. 

TARP Updates
Treasury Posts Numerous CPP related Documents

Model CPP Withdrawal Agreements 
The Treasury Department has posted model agreements for banks that want to withdraw from the Capital Purchase Program. Withdrawal agreements. 

CPP Standard Agreements For S Corp Banks…
The standard agreements for S corporation banks participating in the Capital Purchase Program have been posted. S corporation standard agreements.  

CPP Term Sheets for Mutuals

The Treasury Department also released CPP term sheets for mutual holding companies. However, term sheets have not been issued for the about 530 remaining mutuals that operate without a holding company. Mutuals term sheets.  

CPP Participants Paid $2.47 Billion in Dividends 
Capital Purchase Program participants paid more than $2.47 billion in dividends to the Treasury Department as of March 20. As of March 27, the Treasury had disbursed $198.8 billion of the $250 billion allocated to the CPP, the GAO said. The report, GAO’s third overview of Troubled Asset Relief Program initiatives, recommended that the Treasury continue to improve transparency by implementing an integrated communication strategy and publicly reporting program earnings. Read the report. 

Regulatory Review

Largest Banks Asked Not to Divulge Results of Tests 
The Treasury Department and the Federal Reserve have asked the 19 largest U.S. banks not to discuss results of the stress tests that regulators are conducting to evaluate their potential capital needs should the economy perform more poorly than expected. The tests are slated for completion at the end of the month. 
Various news organizations, quoting anonymous sources, said that all 19 banks received passing marks on the stress tests, although some did better than others. The news organizations speculated that when details emerge about one bank, others likely will have to divulge their own results.

Changes to Legacy Loan Program Encouraged
Industry representatives are encouraging the FDIC to resolve several issues raised about the Treasury Department’s Legacy Loans Program before implementation. The LLP, announced earlier this year, is being established to buy distressed loans and other illiquid assets from banks. Some of the major issues:  

· Banks of all types and sizes should have equal opportunity to participate including those who might only have a few assets it would like to sell.

· Banks should be given the opportunity to purchase assets from other financial institutions 

· The range of assets eligible for purchase should be expanded outside of just residential and commercial mortgage loans. 

· Ensure the deposit insurance fund is not used to support the LLP. 

SEC Issues Proposals to Combat Abusive Short Selling 
The SEC issued five proposals to combat abusive short selling. Two are market-wide proposals. They include the reinstated uptick rule that would prohibit short sales at or below the last sale price, and also a “modified uptick rule” that would bar short sales below the best market price for a stock. Read SEC Press Release. 


Temporary Extension of FDIC Debt Guarantee Program 
FDIC has issued a temporary four-month extension – through Oct. 31 – of its Debt Guarantee Program because evidence from the debt markets indicates that the financial turmoil has not fully dissipated. The FDIC has proposed additional surcharge fees on guaranteed debt within that time period to cover the additional risk.  

While the surcharges are directly applied to the FDIC insurance fund, industry representatives are encouraging FDIC to apply any realized gains from the debt guarantee program to the deposit insurance fund at the commencement of the program, since all FDIC-insured institutions bear the risk for losses under the Temporary Liquidity Guarantee Program. 

Interest-Rate Restrictions for Undercapitalized Banks

FDIC has proposed a system to limit the interest rates that undercapitalized institutions can pay. The proposed method would calculate a national average of rates all institutions and branches pay, and apply a cap 75 basis points above that average. Industry representatives generally support this approach but are worried that the broad 75 basis point cap would not have the desired impact in many banks’ normal market areas. 

U.S. Congress 
Credit Card Legislation Moves Past House Sub-Committee….
The House Financial Institutions Subcommittee approved an industry opposed credit card reform bill (H.R. 627). In light of the upcoming changes to credit card rules adopted in December by the Federal Reserve and other regulators, the industry believes this bill is unnecessary.

…Senate Panel Narrowly Approves Card Legislation 
The Senate Banking Committee approved similar legislation (S. 414) by a narrow 12-11 vote. Specifically this legislation would codify the regulations the Federal Reserve and other financial services regulators adopted in December. 

Credit Unions

NCUA: Western Corporate Planned to Understate Loss 
Senior managers at Calif.-based Western Corporate Federal Credit Union, which the National Credit Union Administration seized last month, were preparing to report a credit loss significantly below what an external analysis had revealed. An external analysis showed a loss estimate more than $500 million greater than Western Corporate’s internal estimate. The NCUA seized Western Corporate and Lenexa, Kan.-based U.S. Central Federal Credit Union on March 20 after stress tests revealed that losses on their soured mortgage-related investments had reached a critical stage. Read NCUA’s analysis. 

Corporate Credit Unions Need Stronger Capital Standards 
Industry representatives are urging the National Credit Union Administration to move quickly to strengthen the capital regulation and risk management practices of the corporate credit union system. The message was issued in a letter responding to an NCUA advance notice of proposed rulemaking to reconsider the role of corporate credit unions, which are under significant financial stress. 
Suggestion contained within the letter included: 

· Corporate credit unions should be required to hold sufficient capital to keep losses from flowing to natural person credit unions, 

· Their definition of capital should be analogous to that used by regulators of other federally insured depository institutions;

· The NCUA should establish minimum standards for corporate credit unions’ permanent capital 

· Such credit unions should be subjected to a risk-based capital standard, as well as a leverage ratio requirement.

 Read the letter.



	Colorado Bankers Association, 140 East 19th Avenue, Suite 400, Denver, Colorado 80203

V: 303.825.1575, F:303.825.1585, W:www.coloradobankers.org

	




This issue of CBA Executive Update


is made possible by


� HYPERLINK "http://www.bancinsure.com/" \o "http://www.bancinsure.com/" ��� INCLUDEPICTURE "http://www.oba.com/images/bancinsure.gif" \* MERGEFORMATINET ����For your bank's insurance needs:�"By Bankers – For Bankers"


�

















