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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)

· CBA Public Education Campaign is making strong behind-the-scenes strides Full Coverage 
STATE 
· CBA is fighting direct government lending initiatives Full Coverage
· State Mid Session Review to be distributed next week  
FINANCIAL STABILITY 
· Geithner outlines massive regulatory reform proposal involving single financial regulator overseeing all financial institutions Full Coverage
· Treasury unveils details of a new Public-Private Investment Program which will purchase banks’ assets Full Coverage
· Treasury is requesting monthly lending data from all CPP participants Full Coverage
· Treasury and HUD launched a new website for homeowners seeking relief.  Full Coverage
U.S. CONGRESS 
· House Panel clears a bill looking to regulate compensation at all CPP Institutions Full Coverage
· Senate is trying to limit deferred compensation on certain CPP recipients and their employees. Full Coverage
· Budget rule derails a measure to increase the FDIC's line of credit separate to mortgage cram-down legislation. Full Coverage
· CO bankers voice strong opposition to mortgage ‘cram-down’ bill Full Coverage
· Industry representatives are urging lawmakers not to further restrict credit card rates.  Full Coverage
REGULATORY 
· FDIC stated that the Administrations Legacy Loan Program announcement could help capitalize the Deposit Insurance Fund. Full Coverage
· Task force of state execs industry reps are examining equity investment alternatives to the FDIC’s 20bp special assessment  Full Coverage
· FASB is reviewing changes to OTTI and mark to market. Bankers are encouraged to send a letter Full Coverage
· FDIC announced reporting changes to the TLGP’s Debt Guarantee Program Full Coverage
· Fed Expands the list of asset-backed securities accepted under TALF  Full Coverage
· FDIC imposed changes in TLGP could lead to special assessment reduction  Full Coverage
· Three Small Banks, Two Large Credit Unions Fail Full Coverage
· FirstCity Bank, in Stockbridge, Ga., 
· Teambank, in Paola, Kan
· Colorado National Bank, Colorado Springs
· U.S. Central Corporate Federal Credit Union, Lenexa, Kan
· Western Corporate Federal Credit Union, San Dimas, Calif
CREDIT UNIONS 
· NCUA Suggests Legislative Fix to Credit Union’s NCUSIF Bind Full Coverage
COMMUNITY INVOLVEMENT/EVENTS
· 2009 Bankers’ Convention Full Coverage
· Teach Children to Save Day Full Coverage

	President’s Desk

As you know, the CBA has engaged in an aggressive public education campaign aimed at repairing the irresponsible and imprudent image being associated with the banking industry. 

Our campaign is making strong behind-the-scenes strides. In addition to a massive distribution of our messages and resources to hundreds of associations, public social groups, civic groups and public officials, we’ve personally sat down or had one-on-one calls with 37 editors and reporters of TV, print and radio outlets – including the editorial boards at the Denver Post, the Loveland Reporter-Herald, the Longmont Times Daily-Call, the Boulder Daily Camera, the Pueblo Chieftain, and the Grand Junction Sentinel. Our message has resonated nicely and its’ resulted in positive media.  

Our goal in this facet of the campaign is to inform and educate those who make decisions about the content of the news we see. We want the public to base their opinions of the financial turmoil on the facts and data instead of emotionally charged misconceptions. 

The work is far from done and there are plenty of ways your bank can get or stay involved. Now that the foundation has been laid, our next step in regards to the media is to follow up by submitting op-eds to all local dailies around the state. 

To keep you informed, we’ll send out a Public Education Update early next week so bankers across the state can see our progress and what still needs to be done. 

Don 

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

Direct Government Lending 

In addition to the dozens of amendments orchestrated by CBA and 100+ bills CBA has been monitoring, here are three proposals (two legislative bills, 1 in drafting phase) that are attempting to give the State direct lending authority. While it is possible to create positive partnerships between state agencies and the tax-paying private lending industry (government guarantees, etc.), CBA is adamantly opposed to any bill that establishes the opportunity for government to offer lending services already adequately serviced by the private sector.   

Overview:

1. HB 1300  - This bill was introduced to grant the State unlimited lending authority in relation to commercial renewable energy (green) projects.  CBA has amended the bill to limit that lending authority to only transmission lines.
2. HB 1312  - Renewable Energy Loans for Schools.  This bill grants the State unlimited lending authority to fund renewable energy projects and battery-powered and hybrid-electric bus projects in qualified school districts.  CBA is working with others to oppose or amend this bill’s broad authority.
3. “Clean Energy for Consumers” – Still in draft phase – In concept this bill would mirror a City of Boulder program that encourages clean energy modifications by offering direct government financing. CBA is working to make sure that government involvement does not inhibit banking activity. 

Financial Stability Updates
Systemic Risk Regulator

Geithner Outlines Regulatory Reform Plan
The Obama administration released a plan that will significantly restructure the U.S. financial regulatory system. The industry has anxiously awaited these details since word of changes were debated during the 2008 presidential campaigns. 

The proposal calls for a single, independent regulator that would oversee all systemically important financial firms and payment and settlement systems. It also would empower Treasury and the FDIC, while consulting with the Federal Reserve, to stabilize or wind-down such institutions, modeling the authority after FDIC’s current resolution authority with banks. 


Treasury and FDIC would jointly decide, with input from the Federal Reserve and the relevant federal regulator, whether to put an institution into conservatorship/receivership. Trustees would then have broad powers to sell or transfer assets or liabilities, renegotiate contracts and, in the case of a conservatorship, restructure the institution by replacing its board and senior officers.

Systemically important institutions, which could include banks, bank holding companies, broker-dealers, insurance companies and futures commission merchants would be identified based on the financial system’s interdependence with the firm; the firm’s size, leverage and degree of reliance on short-term funding; and the firm’s importance as a source of credit. Such firms would be subject to higher capital and risk management standards. 

The proposal also would require hedge funds above a certain size to register with the SEC; regulate credit default swaps and over-the-counter derivatives; and strengthen regulation of money market funds to reduce the risk of rapid withdrawals. Read more. Access the Treasury's Fact Sheet, White Paper Summaries and FAQs 
Treasury will Purchase Banks’ Assets

Unveils Details of New Public-Private Investment Program 
Treasury issued details on its Public-Private Investment Programs (PPIP) in conjunction with the FDIC and the Federal Reserve to buy troubled mortgage loans and mortgage-backed securities from banks. The programs will use $75-$100 billion in Troubled Asset Relief Program funds and capital from private investors to generate $500 billion to purchase troubled assets, with the potential to expand to $1 trillion over time. 

The PPIP has two components:  a “Legacy Loan Program” and a “Legacy Securities Program.” 

the Legacy Loan Program would encourage private investors to buy loans from banks in the following way: 

· A bank would assemble a pool of residential mortgage loans it is seeking to divest. For example, assume the mortgages have a face value of $100.  

· The FDIC would determine the amount of funding it would guarantee, not to exceed a 6-to-1 debt-to-equity ratio.  

· The pool would be auctioned by the FDIC to private sector bidders. The highest bidder – in this example, $84 – would form a Public-Private Investment Fund to purchase the pool. 

· Of the $84 purchase price, the buyer would receive financing by issuing debt guaranteed by the FDIC of $72, leaving $12 of equity.  

· Treasury would then provide 50 percent of the equity funding required on a side-by-side basis with the investor. In this example, Treasury and the investor would each invest $6. 

· The private investor would manage the servicing of the asset pool and the timing of the sale of the pool, with oversight by the FDIC. 

The Legacy Securities Program consists of two related parts to draw private capital into the mortgage-backed securities market by providing debt financing from the Federal Reserve under the Term Asset-Backed Securities Loan Facility and through matching private capital.

· Eligible assets are expected to include certain non-agency residential mortgage-backed securities that were originally AAA-rated and outstanding commercial mortgage-backed securities and asset-backed securities that are AAA-rated. 

· Treasury will launch the application process for managers interested in the program.  

· A fund manager would submit a proposal and is pre-qualified to raise private capital to participate in joint investment programs with Treasury.  

· The government agrees to provide a one-to-one match for every dollar of private capital that the fund manager raises. 

· For example, the fund manger raises $100 of private capital. Treasury provides $100 equity co-investment and provides a $100 loan to the Public-Private Investment Fund. Treasury will also consider an additional loan up to $100 to the fund. 

· The fund manager has $300 (or possibly $400) in total capital with which to purchase the securities. 

Treasury said that by coupling government financing with private investments, the Public-Private Investment Program maximizes purchasing power; ensures that risks and rewards are shared among taxpayers and private sector participants; and reduces the likelihood that the government will overpay for assets by letting the private sector competition price out the assets. 


Additional details of the programs will need to be fleshed out through rulemakings, which Treasury expects will be commenced soon.
Treasury Requests Monthly Data from All CPP Participants

Treasury sent a letter to all Capital Purchase Program participants informing them of new monthly lending reporting requirements. Treasury said the requested data – which includes average consumer loans outstanding, average commercial loans outstanding, and total loans outstanding – will increase transparency and help it assess the CPP’s effectiveness. Read the letter.  Read the reporting guidelines.

New Website for Homeowners Seeking Relief
Treasury and HUD launched a new website for consumers seeking information about the Making Home Affordable loan modification and refinancing program. http://www.makinghomeaffordable.gov/ 
U.S. Congress 
Bill to Regulate Compensation at CPP Institutions Moves Forward
The House Financial Services Committee cleared, by a 38-22 vote, an industry-opposed bill that permits the Treasury Department to regulate compensation and bonuses at institutions receiving TARP and CPP funds. The bill (H.R. 1664) specifically prohibits all non-performance based bonuses and “unreasonable or excessive” compensation, to be defined by Treasury. 

Before passing the bill the panel approved an amendment by Chairman Barney Frank (D-Mass.) that requires Treasury’s rules to be approved by bank regulators. Read more. 
Senate Bill Taxes Bonuses of CPP Recipients

The Senate introduced a bill that would limit deferred compensation and impose a 35% excise tax on certain CPP recipients and their employees who receive bonuses greater than $50,000. The bill would apply to banks that have accepted more than $100 million in CPP funds.

The legislation is the Senate’s response to last week’s public uproar over large bonuses being paid to AIG and others.  The House passed narrower legislation last week but the Senate is not expected to take up the bill until at least after the April recess. 
Budget Rule Derails Measure To Increase FDIC's Line of Credit

A budget point-of-order in the Senate derailed an amendment by Sen. Mike Crapo (R-Idaho) to increase the FDIC's line-of-credit with the Treasury from the current $30 billion to $100 billion, with authority for a temporary increase to $500 billion.

The amendment was offered to H.R. 1388, the National Service Programs Act, but there were only 49 votes of the 60 votes to override the point of order. The FDIC has said that congressional passage of the increased borrowing authority would allow a reduction in the proposed 20 basis point special assessment.  

After word that the Senate might try to package both the FDIC line-of-credit increase and the mortgage bankruptcy cram-down legislation into one package, Colorado bankers sent over 250 letters to our two US Senators encouraging opposition to the harmful cram-down legislation and passage of the necessary line-of-credit increase for the FDIC – separately. Send a letter 
Bill To Block High Credit Card Rates Introduced
Industry representatives are urging a Senate Judiciary subcommittee to refrain from pursuing legislation that would revise the bankruptcy laws to let persons wipe out credit card debt. S. 257 would apply to credit card interest rates of more than 15 percent plus the current yield on the 30-year Treasury bond (now 18.5 percent combined).

The measure was introduced by Sen. Sheldon Whitehouse (D-R.I.), chairman of the administrative oversight and the courts subcommittee. Sen. Jeff Sessions (R-Ala.), said it would be wrong to use changes in the bankruptcy laws "to deal with interest rate we don't like."
Regulatory Review

Bair: Legacy Loan Program May Help DIF
The FDIC stated that it will move in a “methodical and transparent” fashion to implement the Treasury’s newly announced Legacy Loans Program and will provide opportunity for public comment on it. Comments are due April 10.
FDIC also made clear that the program does not put the Deposit Insurance Fund at risk and may actually strengthen it, since FDIC will collect fees for guaranteeing debt issued by the buyer of the legacy loans. 

Bair also said she expects the program, which could clear up to $500 billion in troubled loans from bank balance sheets, to be profitable for investors and taxpayers. However, if there is a loss on the program, it would be billed to the industry on a broader base of assets less capital, as required under FDIC’s system risk exception. Read the LLP program description and request for comment.  
Task Force Examines Alternatives to Special Assessment 
CBA joined other state executives and ABA staff, in continued efforts to craft viable alternatives to FDIC’s special assessment. The group has focused on two options for recapitalizing FDIC: FICO-like bonds and equity investments by banks; and allowing banks’ preferred stock investments to recapitalize the agency while also being treated as assets on banks’ balance sheets. 

Accounting 

File OTTI Comment Letters; Deadline Is April 1
The Financial Accounting Standards Board is reviewing changes to its other-than-temporary-impairment accounting rules. These rules have subjected banks to artificially exaggerated losses which have affected capital levels, thus affecting the amount of money available for lending. 
Under the proposal, when the security is marked to market, if there is no intent or foreseen requirement to sell the security prior to recovery, only the estimated credit losses would be recorded in earnings and the remaining portion of the OTTI would be recorded in other comprehensive income.
Additionally we're recommending two additional improvements: OTTI should be based on credit losses rather than mark to market losses, and the proposal should apply to securities with OTTI at the effective date rather than prospectively.
Bankers are urged to file comments by the April 1 deadline. Access and send CBA's pre-drafted letter 
Read an ABA document on the FASB proposal.  
FDIC Makes Changes to Debt Guarantee Program Reporting 
The FDIC issued a Financial Institution Letter (15-2009) that revises reporting requirements for the TLGP Debt Guarantee Program. Under the revisions, participating banks that have not issued FDIC-guaranteed debt at any time since the inception of the program are no longer required to submit monthly reports of outstanding FDIC-guaranteed debt.

FIL-15-2009 continues to require any bank issuing FDIC-guaranteed debt to register the issuance through FDICconnect within five calendar days of the issuance date. Thirty days after the end of the month, all banks that issued FDIC-guaranteed debt since the inception of the program will be required to report the total amount of all outstanding FDIC-guaranteed debt, irrespective of the amount matured or still outstanding on the reporting date. Read the FIL Letter. 

The National Credit Union Administration placed into conservatorship two large corporate credit unions that were found to have higher-than-expected losses on mortgage related securities: 

· U.S. Central Corporate Federal Credit Union, Lenexa, Kan., with assets = $34 billion. 

· Western Corporate Federal Credit Union, San Dimas, Calif., with assets = $23 billion in assets. 

NCUA estimated that the losses at these and other credit unions would cost the credit union insurance fund $5.9 billion. The agency is expected to seek authority to borrow money from Treasury to help cover these costs. Read more        

Fed Expands Asset-Back Securities Accepted Under TALF 
The Federal Reserve is expanding the assets that it would accept as collateral for loans under its new Term Asset-Backed Securities Loan facility, the agency said yesterday. The Fed said it would accept securities backed by mortgage servicing advances, loans relating to business equipment, leases of vehicle fleets and floor-plan loans. The central bank said a number of asset classes are still under review and may be added later. The new categories of collateral will be eligible for the April TALF funding. Read more. 

Changes in TLGP could lead to Special Assessment Reduction  
FDIC unanimously adopted a rule that would impose surcharges on new, longer-term guaranteed debt issued under the agency's Temporary Liquidity Guarantee Program and transfer those revenues to the Deposit Insurance Fund, making it possible for FDIC to further cut its planned special assessment up to 4 additional bp.  

The industry has been urging FDIC to find ways to reduce the special assessment, since it constitutes a huge financial burden that will likely reduce lending at the very time that it is needed to stimulate economic growth. Some have suggested linking the two funds as an option to reduce the special assessment, because the entire banking industry is ultimately responsible for both the DIF and debt guaranteed under the TLGP program. 

The FDIC board acknowledged the industry’s responsibility to both funds, and will therefore, assess surcharges on guaranteed debt that has a maturity of one year or more and is issued on or after April 1, 2009. The surcharge can range between 10 bp- 50 bp depending on whether the issuer is a bank or holding company. Revenues from the surcharges will be transferred to the DIF, in recognition of the fact "that a relatively small portion of the industry is actively using the debt guarantee, but all insured depository institutions ultimately bear the risks associated with this program," according to Bair. 

Independent estimates suggest that this plan could transfer $2–$3.5 billion into the DIF potentially decreasing the special assessment 4bp. Read more on the interim rule 

Three Small Banks, Two Large Credit Unions Fail 
Last week, regulators closed three banks, the failures of which are expected to cost the Deposit Insurance Fund $207 million: 

· FirstCity Bank, in Stockbridge, Ga., total assets = $297 million; total deposits= $278 million. FDIC will pay out insured depositors. Read more  

· Teambank, in Paola, Kan., with total assets = $669.8 million; total deposits = $492.8 million. All deposits will be assumed by Great Southern Bank in MO. Read more
· Colorado National Bank, Colorado Springs, with total assets = $123.5 million; total deposits = $82.7 million. Deposits will be assumed by Herring Bank, Amarillo, Texas. Read more  
Credit Unions

NCUA Suggests Legislative Fix to Credit Union’s NCUSIF Bind
The National Credit Union Administration board yesterday signed off on a legislative proposal that would create a Corporate Credit Union Stabilization Fund to absorb losses associated with recent corporate credit union failures. If enacted into the law, the plan also would allow credit unions to spread the costs of replenishing their fund, and the expense for their NCUSIF deposit impairment, over as much as a 7-year period. Currently, credit unions are required to recognize the deposit impairment expense in the accounting period in which it occurred. Read more. 
Community Involvement/Events 

2009 Bankers Convention

The Colorado Bankers Association is proud to be hosting the Five-State Bankers Convention in Denver at the Grand Hyatt, June 28th thru 30th. Don’t miss this opportunity to showcase our beautiful capital city and join your peers for an informational and fun few days. See the attached for details and registration. The deadline to register is May 29th but register early to reserve your spot! (Register before April 10th and receive $50 off the member fee.) Read more 
Teach Children to Save Day

Teach Children to Save Day is an annual event held in April where bankers visit local classrooms to teach the value of saving.  On April 21st join other bankers around the state and reach out to the children within your community and teach them the importance of financial literacy.  This year CBA is joining ABA and other state associations and calling on bankers to reach one million students with a Teach Children to Save lesson. Click here to get started or learn more. 
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