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YOUR BRIEFINGS BELOW
Instead of reducing the amount of info brought to your fingertips, we’ve made it easier for you to skim. At the beginning of each update you’ll find brief time-saving summaries on the content contained within. Now when you can’t read it all, you can still follow what’s being covered.  Love it? Hate it? Have a better suggestion? Let us know 

PRESIDENT’S DESK

(Click on the links to read full CBA coverage)

· Banks Receiving Bad PR – CBA Organizing Industry-wide Response Full Coverage 
STATE 
· Expected foreclosure mitigation bill introduced.   Read the Bill. Full Coverage 
· CBA-opposed Aurora foreclosure maintenance ordinance passes council. Full Coverage 
· Legislative roundup. Full Coverage 
· CBA jumps at opportunity to reach the public. 9 News story.  Full Coverage 
· Bankers spreading the word in communities across Colorado. Full Coverage 
· CBA/bankers engage in early talks with CO Congressional Freshman. Full Coverage 

· Banks’ freedom to structure trust administration fees is being protected. Full Coverage 
· CBA’s Annual Legislative Luncheon is Wednesday March 4th. Contact Amanda to RSVP, or with any questions. 
· Bankers wanted for the Loveland Small Business Health Fair this Wednesday. Contact Virginia Davis for more info.  Full Coverage
FINANCIAL STABILITY 
· U.S. Economic stimulus bill passes House and Senate with banker-backed provisions.   Full Coverage
· Geithner unveils Treasury’s new Financial Stability Plan. Access Geithner’s Financial Stability speech. Treasury's Fact Sheet. Full Coverage
· Treasury outlines steps and intention to develop long-term executive compensation reform. Read the Treasury press release.    Full Coverage
· Senate approves separate TARP executive compensation restrictions. Full Coverage
U.S. CONGRESS 
· Industry voices strong opposition to mortgage ‘cram-down’ bill. Read the letter  Full Coverage
· House Panel OK’s bills to increase FDIC insurance, improve Hope for Homeowners, and protect servicers. H.R. 786. H.R. 787. H.R. 788  Full Coverage 
· The Fed reported that consumers’ credit plunged in December. Read more Full Coverage 
REGULATORY 
· Fannie Mae is loosening some refinancing rules for some company borrowers. Read the notice Full Coverage
· Last week State regulators closed three banks in GA and CA, as well as one each in NE, FL and WA yesterday. 
CREDIT UNIONS 
· CUs are looking for scapegoats in corporate CU debacle. Full Coverage
· Resistance to corporate bailout may lower credit ratings of corporate CUs. Full Coverage


	President’s Desk

Banks receiving bad PR – CBA Organizing Industry-wide Response 
It may be undeserved but it exists nonetheless 

· “Here’s the problem: people really hate you, and they’re starting to hate us just for hanging out with you. And you have to help us deal with it…” – House Financial Services Committee Chairman Frank, directed to the banking industry. 

· The cause of our economic problems was “banks taking exorbitant, wild risks.” – Pres. Obama to the nation.

· “For many years lawyers were at the bottom of the barrel and I think it’s safe to say that we’ve been displaced.” Prominent lawyer referencing bankers in a national publication.

· A credible and reliable “trust barometer” that measures public opinion and sentiment announced that public trust in banks among 35-to-64-year-olds dropped by nearly half, from 69% to 36% over the past year in the U.S. (Perspective: President  Bush’s approval ratings during the last years of his tenure hovered around 30%.)

We don’t need a PR firm to tell us this is not good coverage. We are seeing a deteriorating situation where the banking industry is collectively being tarred and feathered, and bankers – no matter what bank you’re with – are guilty by association. The negative effects are at a stage where they can produce direct and costly industry-wide results. Government will respond to the public outcry to “do something” whether the public is informed or not; and their response will effect the entire industry – including the vast majority of us that are (and have always been) operating a responsible, conservative, profitable bank. 

Our saving grace here is that much of the public’s negative sentiment is based on misconceptions and misunderstandings largely perpetuated by some media. And deliverance of the truth and actual facts rightfully deflects some of the public’s hostility. The challenge – which CBA is tackling head on – is actually reaching the public.  

To date, CBA has been recruiting bankers and traveling the state.  We’re now preparing to ramp up the efforts.  While overly simplified below, we will work to dispel these four major misconceptions (out of many):

· Every lender is a “bank” – response:  distinguish between banks and nonbanks, and explain who did what to create the crisis

· Banks aren’t lending – response:  detail record lending by banks and lack thereof from nonbanks; highlight prudent loan standards

· TARP funds – response:  clarify funds as a government investment; not a handout or “bailout”; identify strings attached; who has & has not received; need/use; positive lending stories throughout CO. 
· Foreclosure mitigation efforts – response:  explain banks’ voluntary efforts, national programs, why can’t mitigate in many instances

Our refined messages positively reach audiences – business and consumer alike – and now we’re initiating a proactive campaign to further the positive impact. At the direction of CBA’s Board of Directors, and positively reviewed by a banker PR Task Force and the Government Affairs Committee, this project is a unique undertaking for CBA. We’re taking what has been working, combining it with your suggestions and thoughts, and orchestrating a response to deliver more facts and truths to more of the public. 

Your involvement and support will be paramount so keep an eye out for more details soon.  

Don 

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

Foreclosure Mitigation Bill Introduced
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Rep. Ferrendino introduced the expected foreclosure mitigation legislation that has endured CBA-orchestrated conversations and compromises dating back to the summer.  

The bill would give a borrower facing foreclosure a 10-day timeframe to “apply” for a 90-day delay. The application would be reviewed by an independent HUD-approved counselor which would determine if the distressed borrower meets a list of specific criteria and requirements. If all qualifications are met, the foreclosure process would be deferred for 90 days. 

While the fundamental approach taken in the bill is something CBA disagreed with, there was an understanding that doing nothing was not an option in this legislature. After months of cooperative negotiations, CBA was able to work with the legislators’ desired approach and craft a more responsible approach than is being seen anywhere else around the country.  
Among the many technical changes, CBA injected responsible requirements to protect lenders against numerous potential statutory abuses from borrowers, , addressed trespassing liabilities when posting notices, sheltered lenders against possible biased-counselor decisions, inserted a sunset date of June 30th 2011,and inserted provisions limiting unnecessary delays that would increase costs to all parties. CBA also worked in specific home usage, upkeep and financial responsibility qualifications that must be adhered to; and ensured that the lender would receive 100% of escrow and insurance payments and 66% of all other expenses during the deferment process  (some state’s laws require no borrower payments), otherwise the deferment period would end.  

The bill also holds criteria requiring the counselor to find “a reasonable likelihood” the borrower and holder could reach an agreement to avoid foreclosure.  Read the summary for additional requirements.   
Conscious of the current environment, the CBA Government Affairs Committee suggested CBA accept the bill in its current form but closely monitor it for any irresponsible changes. Read the Bill. Contact CBA for a summary. 
Aurora Foreclosure Maintenance Ordinance

Up against a “do something” council, the CBA-opposed foreclosure maintenance ordinance was considered and passed by a 5-3 vote at the Jan 24th Aurora City Council meeting. The city ordinance places property maintenance requirements on lienholders of properties that are approaching foreclosure. The bill will be finalized during the February 23rd meeting where CBA is attempting to limit the scope of required maintenance to the exterior of the house, and implement a sunset date on the ordinance. CBA is also working with the Colorado municipal league over concerns that this type of proposal might spread to other communities.  

Legislative Roundup

SB 51 – Promotes renewable energy projects in various ways. The bill allows credit unions to tap government programs that guarantee renewable energy loans, and CBA is working with the sponsor to remove that troubling provision.        

HB 1108 – Bounced paycheck liability – Originally the bill required a bank to eat any NSF or overdraft fees that were created by an employer’s bounced check. CBA amended it so that the liability to pay the fees is placed on the employer.  

HB 1213 – Government direct lending – This bill inadvertently gave the Division of Housing direct lending capabilities. CBA worked with the sponsors to allow the Division of Housing the ability to disburse federal stimulus money and funds from the State’s settlement with Countrywide Financial, without broadening the government’s ability to lend to borrowers. 

HB 1235 – Banker liability protection – The bill provides immunity against liability for property owners and local volunteers who provide unpaid services to abate nuisances on unoccupied residential property.  CBA worked to clean up technical amendments and ensure that bankers will be covered. 
CBA Jumps at Opportunity to Reach the Public 

With the media attention focused on the major federal stimulus bill, and the Treasury’s announcement regarding the usage of additional TARP money, CBA grabbed the opportunity to combat the widespread negative misconceptions through the media this past week. In one segment, a particularly positive 9 News story highlighted the CBA-dictated facts that:

· “The word bank is used generically to describe anybody in financial services when in fact the real banks that have 'banks' in their name and are FDIC insured”

· “Our loan standards are high and they ought to be high…” 

· CBA’s message to the Federal Government: First, "Do no harm."
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CBA’s positive banking messages have also received recent coverage on 7 News, various radio, in the Denver Post and the Rocky.    
Educating the Public 

A large thanks to Kevin Erickson, Summit Bank and Trust, Broomfield; Harry Devereaux, Home State Bank, Loveland; and Gene Contreras, FirstBank of El Paso County who championed our industry’s messages at public hall meetings around the state. These bankers sacrificed personal time to educate and help over 150 Coloradoans more clearly understand banks’ role in the economic downturn. 

Contact CBA if you would like to start speaking to audiences in your community. Our available resources, Power Points and convenient training will prepare you with everything you need. Contact Lexie  to learn about the next free training session.     

CBA Engages in Early Talks with CO Congressional Senators & Reps 

Five CBA representatives made a quick trip to Washington, DC this week to start working relationships with Colorado’s five new Members of Congress (a majority of our 9-member delegation).  We had extremely productive discussions on the many current banking topics with Senators Bennet (recently appointed to the Senate Banking Committee) and Udall, and Representatives Polis, Markey and Coffman.  We have ongoing dialogue with the continuing members of the delegation.  
CBA Chairman Dave Baker, FirstBanks; Harry Devereaux, Home State Bank, Loveland; Hassan Salem, US Bank; Pat Cortez, Wells Fargo; and Don Childears, CBA, made the trip.  

Trusts’ Fee Structure Safe

Colorado Bar Association contemplated limiting the structure in which fees are collected while administering trusts. Throughout the course of numerous meetings and developing conversations, CBA adamantly protected banking’s freedom to charge fees in the method most convenient to that institution, which the Bar Association Compensation subcommittee’s respected within their most recent legal draft on the issue. Contact CBA for a copy of the most recent legal draft.  

Loveland Small Business Health Fair 

The Governor’s office is hosting its fifth small business health fair in Loveland, CO on Wed. Feb. 18th from 8:00am-2:00pm. CBA will be present answering consumers questions and providing helpful informational resources. If you would like to host a booth or learn more please contact Virginia.Davis@state.co.us 

Financial Stability Updates
Stimulus Bill Contains Banker-Backed Provisions 
The U.S. House and Senate yesterday both passed the final version of the $789 billion economic stimulus package (H.R. 1) that contains a number of banker-backed tax-break provisions. Most relevant to the banking industry, the bill will:

· Increase the amount of municipal bonds banks could hold without being subject to the interest disallowance by providing a safe harbor for up to 2% of an institution’s total assets.
· Change the definition of a “small issuer” from $10 million to $30 million. 

· Expand the net operating loss carryback period from two to five years for 2008 and 2009.
· Remove the repayment requirement on the $7,500 first-time homebuyer tax credit created last year.
· Raise the New Markets Tax Credit allocation from $3.5 billion to $5 billion for 2008 and 2009.
· Temporarily reduce the built-in-gains tax “recognition period” from ten to seven years for Subchapter S corporations.
Read a summary.

Geithner Unveils New Financial Stability Plan
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Treasury Secretary Timothy Geithner unveiled a sweeping financial stability plan intended to shore up the financial system by making bank capital injections, creating a public-private investment fund to buy troubled assets, establishing guidelines for loan modification programs and expanding a Federal Reserve lending program.

Contact CBA  for a summary of the 4 key points. Access Geithner’s Financial Stability speech. Treasury's Fact Sheet 

Senate Approves TARP Executive Comp Restrictions
In related news, the Senate has approved three amendments to the economic stimulus bill (H.R. 1) that would place restrictions on executive compensation for firms that participate in the Troubled Asset Relief Program. The amendments, which would apply retroactively, would: 

· Prevent TARP recipients from paying bonuses, retention awards, or other compensation above regular salaries to their 25 highest-paid employees.
· Cap annual compensation for all employees of TARP recipient firms at $400,000 annually.
· Require TARP recipient firms to redeem preferred stock equal to the amounts of bonuses in excess of $100,000, or pay a 35% excise tax on the amount.
There are no comparable amendments in the House-passed version of the legislation. 

While in Washington D.C. this past week, CBA and a host of Colorado bankers encouraged Colorado’s Congressional delegation to take a closer look at these compensation rules, and brought up burdensome impracticalities they impose on small community banks with for example 20 employees total. 
Developing Long-Term Executive Comp Reform 
In addition to the Obama administration’s new executive compensation guidelines that tighten controls on companies receiving future “exceptional assistance” from the government, Treasury officials also outlined steps designed to develop long-term regulatory reform of executive compensation. Officials said those steps should include: 

· Requiring all compensation committees at public financial institutions to review and disclose strategies for aligning compensation with sound risk-management. 

· Considering a requirement that top financial institution executives must hold company stock for several years before it can be cashed out to encourage a more long-term focus on the economic interests of the firm. 

· Passing “say on pay” shareholder resolutions on executive compensation. 

· Holding a White House-Treasury Conference on long-term executive pay reform. 

Read the Treasury press release.  

U.S. Congress 
Strong Opposition to ‘Cram-Down’ Bill
Industry representative – including CBA – banded together and sent a letter to all U.S. House members opposing a bill (H.R. 200) that would give bankruptcy judges the power to reduce unilaterally (“cram down”) the remaining balances on mortgages, and modify or change the interest rate or terms of loans made before the legislation’s enactment date. The associations emphasized that the broadly written H.R. 200 would harm thousands of banks that have made and continue to make good loans. Read the letter.

Three Banker-Friendly Bills Pass Committee  
The House Financial Services Committee approved three industry backed bills that would: 

H.R. 786 – Permanently increase FDIC deposit insurance to $250,000 and expand to eight years the time frame for rebuilding the Deposit Insurance Fund. 

H.R. 787 – Improve the Federal Housing Administration’s Hope for Homeowners program. 
H.R. 788 – Provide a safe harbor for mortgage servicers who implement good-faith loss mitigation efforts.
Regulatory Review

Fannie Mae to Loosen Refi Rules for Some 
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Fannie Mae will no longer require an appraisal or property inspection for some borrowers trying to refinance a Fannie mortgage, according to a notice posted on the company’s website. Fannie’s Desktop Underwriter system on April 4 will validate property values for refinancing Fannie loans through automated models instead of requiring an appraisal or exterior-only property inspection. The changes, intended to shorten refinancing timelines, will also include lowering income-documentation requirements to one current pay stub. Read the notice.
Fed: Consumers Credit Plunges in December 
Consumer credit decreased at a 3.1% annual rate – or $6.6 billion – in December, the third straight monthly decline and the longest downward stretch in 17 years, the Federal Reserve reported. The December decrease followed an $11 billion drop in November that was the biggest monthly plunge on record going back to 1943.  
Use of revolving credit, a category that includes credit cards, decreased at an annual rate of 7.8% in December, while demand for auto loans and other types of nonrevolving credit fell at a 0.2% annual rate. Read more.

CREDIT UNIONS
CUs Looking for Scapegoats in Corporate CU Debacle

Credit Union Journal is reporting that recriminations are flying over responsibility for the bailout of U.S. Central FCU and the corporate network, which currently holds as much as $18 billion of unrealized losses.  Credit union executives and directors are calling for the removal of key corporate management, the elimination of the corporate system, and even the removal of the NCUA Board for its role in the unfolding crisis.  

Corporate Bailout May Lower Credit Ratings of Corporate CUs

Standard & Poor’s on February 10th placed the 10 corporate credit unions it rates on its CreditWatch Negative because its believes the growing opposition to NCUA’s corporate bailout from natural person credit unions may jeopardize the plan. The rating agency placed nine of the 10 corporate credit unions it rates on CreditWatch with negative implications, and left the ratings on Members United Corporate FCU on CreditWatch Negative, where it has been since Sept. 30. This action reflects the growing resistance to NCUA’s $5 billion corporate bailout, which will be funded by a premium assessed on all federally insured credit unions. 
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