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Cybersecurity Consulting
Vulnerability Assessments
Penetration Testing
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A family of technology companies
serving community banks nationwide.

Who is CoNetrix?

CoNetrix is a full service computer networking, security,
and compliance firm built on the principles of integrity,
innovation, and initiative. Founded in 1977, we are a

family of technology companies and serve community
banks and credit unions across the U.S., in all 50 states.

Learn more about us P conetrix.com/ourfamily CoNetrix

A Family of Technology Companies
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For more than 50 years, Kutak Rock has provided high-quality, personal legal service to the

Nebraska business community. Our Banking Group, made up of attorneys from a variety

of business transaction, litigation and regulatory practices, has the experience you need and

bench strength you want to remain competitive in the banking arena.

Bank regulatory Mortgage banking litigation
Retail banking and operations Financial services litigation
Commercial and agricultural lending Governance
Mergers and acquisitions Internal and government investigations
Securitizations Bankruptcy and restructuring
Structured finance Equipment leasing and finance
FinTech Intellectual property
Derivatives and swaps Privacy and data security

Joyee Dixcon Bryan Handlos Dale Dixon Jelf Makovicka

500+ Attorneys | 18 U.S. Locations including Omaha

1650 Farnam Street | 402-346-6000 KUTAKROCK.COM
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PRESIDENT'S MESSAGE - ENGAGING OUR STATE IN
THE BANK ON NEBRASKA CHALLENGE

Discover how your bank can help the NBA address the need to
more proactively market Nebraska’s banking industry and the
positive impact our banks have on Nebraska communities, families,
and individuals through the Bank On Nebraska Challenge.

By Richard J. Baier, President & CEO, Nebraska Bankers Association

WASHINGTON UPDATE - MAKING
THINGS HAPPEN

Odds are that whatever position you hold in your bank, you possess
the expertise that the NBA and ABA are eager to tap.
By Rob Nichols, President & CEO, American Bankers Association

NBA EDUCATION CALENDAR
COUNSELOR'S CORNER - THE OTHER CRA

What's the Congressional Review Act (CRA)? If you don't know,
you're not alone. Learn more about the where, when, and why of

this congressional oversight tool.
By Jeff Makovicka, Kutak Rock LLP

TECH TALK - SAFELY SURFING

Although the Internet was created without security in mind, actions
can be taken to help mitigate security concerns that go hand in
hand with online connectivity.

By Daniel Lindley, Network+, CoNetrix

BERT ELY'S FARM CREDIT WATCH - THE FOUR FCS
BANKS ARE COMMERCIAL BANKS?

Global Finance magazine claims Farm Credit System institutions
are among the 50 safest commercial banks. If that's the case, why

aren’t FCS banks subject to bank regulatory oversight?
By Bert Ely, Alexandria, Va.

FAMILY FARMER BANKRUPTCY CLARIFICATION
ACT OF 2017 ENACTED INTO LAW

With an increasing level of financial stress in agriculture, the new
bankruptcy law is a welcome addition to the options available for
financially strapped farmers and their lenders.

By Donald L. Swanson, Koley Jessen

OUTSOURCING CASH VAULT MANAGEMENT
GAINS TRACTION AT COMMUNITY BANKS
As technology improves, so does the opportunity for community

and regional banks to tap into all the benefits outsourcing offers.
By Tracy Dreessen, Rochester Armored Car



THEY SAY...

We give you
more of both.

Cummins Allison branch automation technologies have helped thousands

of Fls become more efficient. Our reliable cash, coin, check and ATM solutions
move low-value deposit and cash handling transactions away from your tellers,
reducing operating costs and improving staff performance. Your branches are
more productive and profitable, and your members get a better experience.

Simple, yet effective branch automation technologies
from Cummins Allison add to your bottom line
and allow your staff to focus on what matters most —
more meaningful engagement with members.

For more information contact:
Bryan Gillum

515-554-9129
gillumb@cumminsallison.com
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Endacott - Peetz - Timmer

We know
community

banking.

» Regulatory Representation
» Mergers and Acquisitions
« Business Succession Planning
« Litigation

Omaha * Lincoln * Newman Grove
eptlawfirm.com - toll free 844-704-5296

Bell @ Bank

* Commercial & ag participation loans

* Bank stock & ownership loans

 Bank building financing

* Business & personal loans for bankers
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PRESIDENT’'S MESSAGE

ENGAGING OUR STATE IN THE
BANK ON NEBRASKA CHALLENGE

Richard J. Baier, President & CEO, Nebraska Bankers Association

URINGTHENBA’S RECENTLY COMPLETED STRATEGIC PLANNING

process, one issue that came to the forefront during

almost every focus group, planning discussion, and

personal interview was the need to more proactively
market Nebraska’s banking industry and the positive impact
Nebraska banks have on Nebraska communities, families, and
individuals. It also became evident that addressing this task
was going to require some nontraditional strategies, especially
in reaching out and connecting with the “NExt Generation”
of Nebraskans.

With the approval and support of the NBA Board of Di-
rectors, your association will publicly launch the Bank On
Nebraska Challenge for Nebraska’s high school students on

January 15, 2018. This statewide competition will challenge
today’s young people to submit short videos recognizing
and highlighting the important role Nebraska banks play
in their communities, schools, and families. Students will
be encouraged to upload their videos between February 19
and March 25.

Members of the NBA’s Young Bankers of Nebraska Commit-
tee will be tasked with reviewing and scoring the videos. The
finalists’ videos will be announced on April 6. Subsequently,
the public will be asked to vote for their favorite video online
through a customized website, much like they might vote for the

President’s Message — continued on page 11
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WASHINGTON UPDATE

MAKING THINGS HAPPEN

Rob Nichols, President & CEO, American Bankers Association

OU’VE HEARD THE SAYING THAT THERE ARE THREE KINDS OF
people in the world: people who make things happen,
people who watch things happen, and people who won-
der what happened. In my experience, the women and
men who lead America’s banks fall decidedly into the first camp.

It could be because you lead the institutions that serve as
the engine of America’s economy—and together, you comprise
one of the most important industries in our nation. It could also
be because most of the bankers I meet and talk to in my travels
are deeply engaged in industry affairs. They are at their state
association’s convention, serving on its board, or volunteering
on one of ABA’s many councils, working groups, or committees.
They are tending not only to what their employees, customers,
and communities need, but also to what the industry, economy,
and country need to thrive.

8 WWW.NEBANKERS.ORG

This extra service makes a big difference. When bankers
engage in their association’s affairs or in advocacy, a host of good
things happen. Some examples:

“

It was a member of ABA’s “official family,” for instance,
who suggested ABA fly down to Houston and Naples following
Hurricanes Harvey and Irma and capture on video—for all to
see—how banks and bank employees were responding to the
local disasters. The result of that suggestion is a video—which
you can view at aba.com/HurricaneResponse—that showcases
how bankers lead their communities in difficult times.

We’ve been promoting this video widely and encouraging
bankers to do the same because it tells such an important and
positive story about our industry. I'm grateful to Bob Jones of
United Bank in Atmore, Ala., who serves on the ABA Founda-



tion Board and also chairs the Fund for
Economic Growth, for suggesting this.

Bankers serving on ABA’'s Community
Bankers Council, along with senior loan
officers and others at member banks,
made a big difference when they pro-
vided us essential feedback during the
Consumer Financial Protection Bureau’s
rulemaking on small-dollar loans. Their
comments, which we relayed in letters
and meetings with bureau officials,
resulted in a critically important exemp-
tion for banks from the CFPB’s final rule
requiring short-term, small-dollar loans
to meet an ability-to-repay test.

Banker involvement was also the key
to scoring improvements last year to
the Call Report for smaller banks. We
are seeking to replicate that success as
the agencies undertake a review of their
safety and soundness exams. That’s why
ABA invited regulators to listen in on two
banker conference calls we hosted on
the topic—so that regulators could hear
bankers’ perspectives early on in their
review process.

And of course, bankers’ engagement
on the CFPB’s arbitration rulemaking not
only helped shape ABA’s policy position
on theissue, it ultimately helped persuade
Congress to overturn the rule, securing
a critical win for bank customers who
would have lost access to a resolution
option that was faster, more economical,
and more beneficial to consumers than
class-action litigation.

The truth is, we rely on bankers to
inform and guide everything we do,
from our comment letters on regulatory
proposals and advocacy communications,
to conference content and online train-
ing. That is the only way associations
can succeed.

So my appeal to you is this: Help us
help you. We are fortunate to have many
engaged bankers, but we need more. We
especially want to make sure tomorrow’s
bank leaders are engaging today.

ABA Chairman Ken Burgess told the
crowd at our annual convention that he
learned the importance of actively partici-
pating in association and industry affairs

early on from his dad, who was involved
with both the Texas Bankers Association
and Independent Bankers Association
of Texas, as well as ABA. It’s a legacy he
is passing on to his staff, and I hope our
other banker volunteers will do the same.

Odds are that whatever position you
hold in your bank, you possess expertise
that your state association and ABA are
eager to tap. Look for opportunities to join
a working group or serve on a committee
(see opportunities at aba.com/Commit-
tees). Respond to surveys asking your
views on an issue or business practice.
Tell us what your bank needs help with
to succeed.

Guide us, use us. That’s why we are
here. And it’s how, together, we make good
things happen. b

Email Rob Nichols at nichols@

aba.com. ©American Bankers
Association. All rights reserved.
Reprinted with permission.
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FEBRUARY 2018

State Government Relations Forums
February 1 - Lincoln -

Cornhusker Marriott Hotel

Bank Technology Conference
February 6 - Lincoln -
Cornhusker Marriott Hotel

Marketing & Retail Banking
Conference

February 7 - Lincoln -
Cornhusker Marriott Hotel

Mid-Winter IRA Workshops
February 12-13 - Lincoln -
Cornhusker Marriott Hotel
February 14-15 - North Platte -
Holiday Inn Express

Health Savings Account Seminar
February 16 - North Platte -
Holiday Inn Express

Bank Executive Conference
February 21-25 - Maui -
Kea Lani Hotel & Spa

MARCH 2018

School of Lending Principles
March 5-9 - Grand Island -
Hotel Grand

Tri-State Leadership & HR Conference
March 27-28 - Overland Park -
Overland Park Marriott

Supervisor Boot Camp
March 8-9 - Lincoln - NBA Office

APRIL 2018
Spring Agri-business Conference
April 3-4 - Kearney - Holiday Inn

School of Banking Fundamentals
April 9-13 - Manhattan, Kan. -
Bluemont Hotel

MAY 2018

NBA Annual Convention
May 2-4 - La Vista -
Embassy Suites Omaha

For more information about these live and online education events and fraining tools,
contact the NBA Education Center at (402) 474-1555 or nbaeducation@nebankers.org.
You also may visit the NBA website at www.nebankers.org/index.php/education.html.
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EDUCATION CALENDAR

Nebraska Deposit Account
Administration Workshops

May 15 - Kearney - Holiday Inn
May 17 - Omaha - Marriott Hotel

Operations School
May 15-17 - Grand Island - Hotel Grand

BSA/AML Compliance Management
Workshops

May 16 - Kearney - Holiday Inn

May 18 - Omaha - Marriott Hotel

JUNE 2018
NBA Annual Golf Outing
June 7 - Hastings - Lochland Country Club

Relationship & Business Development
School

June 19-21 - Topeka, Kan. -

KBA Board Room

JULY 2018
Agricultural Lending School
July 23-27 - Grand Island - Hotel Grand

AUGUST 2018

YBON Annual Conference
August 2-3 - Lincoln -
Cornhusker Marriott Hotel

Real Estate Lending Compliance
Conference

August 23-24 - Lincoln -
Cornhusker Marriott Hotel

SEPTEMBER 2018

Fall Agri-business Conference
September 6-7 - Lincoln -
Cornhusker Marriott Hotel

Bank Compliance School
September 10-14 - Manhattan, Kan. -
Bluemont Hotel

Fall IRA Workshops

September 17-18 - Lincoln -
Embassy Suites Hotel

September 19-20 - North Platte -
Embassy Suites Hotel

Fall Group Meetings
September 25 - Scottsbluff -
Scottsbluff Country Club

September 26 - North Platte -
Holiday Inn Express
September 27 - Kearney - Holiday Inn

OCTOBER 2018

Fall Group Meetings

October 2 - Lincoln - Embassy Suites
October 3 - La Vista -

Embassy Suites Omaha

October 4 - Norfolk -

Norfolk Country Club

Advanced School of Banking - Year 1
October 1-5 - Manhattan, Kan. -
Bluemont Hotel

Women in Banking Conference
October 10-11 - Omaha -
Embassy Suites Downtown

Principles of Commercial

Lending School

October 22-26 - Manhattan, Kan. -
Bluemont Hotel

Commercial Lending School
October 22-26 - Manhattan, Kan. -
Bluemont Hotel

Summit on Regulatory Issues
October 26 - Lincoln -
Cornhusker Marriott Hotel

NOVEMBER 2018

Bank Investment, Funding & Economic
Outlook Conference

November 1-2 - Lincoln -

Cornhusker Marriott Hotel

Loan Documentation Workshops
November 13-15 - Kearney - Holiday Inn

NBA\Iebraska Bankers Association



President’s Message

winners on American Idol. Students selected as finalists, along
with their parent/guardian and teacher, will be invited to the
2018 NBA Annual Convention on Friday, May 4, at which time
the winning video will be announced.

To encourage student participation, contest finalists will be
awarded a $529 scholarship as well as a MacBook. In addition,
the home school of the contest finalists will be provided $529 in
unrestricted funds to be used at the direction of the participating
teacher for supplies or other classroom needs. The producer of
the winning video, as selected by the voting public, will receive
an additional $2,000 scholarship. Finally, there will also be a
special $1,000 prize for the funniest video, as selected by the
YBON Committee members, and 10 randomly selected $100
Visa gift card prizes.

This video contest, as you might be thinking, is clearly out-
side of the box for the association and our member institutions;
however, we know that today’s young people view life through
a vastly different prism. The targeted students grew up during
the Great Recession, when banks of all sizes were portrayed
in a negative light by media sources at every turn. These stu-
dents also are accustomed to relying on online platforms for
their news, information, and entertainment. To help us reach
this market and facilitate such a unique process, the NBA has
engaged Red Thread, a Lincoln, Neb.-based, marketing firm
that specializes in multimedia and fostering connections with
today’s teenagers. In addition to coordinating the video contest,
NBA staff has also asked this marketing firm to develop some
additional materials to showcase the many career opportunities
available in the banking field.

To be successful in this effort, the NBA needs help from every
member institution. Specifically, we ask that you:

1. Make a personal phone call or send an email to your high
school superintendent/principal to promote the video
contest. Material will be sent to you in early January.

2. Reach out to the business teachers at area high schools
and encourage them to recruit student participants. One
NBA Board member suggested that local schools should
give extra credit for participation!

3. Openlydiscuss the video contest at an upcoming service
club or chamber of commerce meeting.

4. Proactively discuss the video contest with your bank
staff so they can actively discuss and encourage student
participation. A few member institutions will be offering
local prizes to area students that participate.

5. Include information about the video contest in mar-
keting and promotional pieces that your institution
provides to customers (and their children).

6. Actively use your bank’s social media channels to
promote the Bank On Nebraska Challenge, the contest
website at www.BankOnNE.com (coming soon!), and
the Twitter hashtag #BankOnNE.

7. If a student features your bank in one of their videos,
feel free to highlight the video on your bank’s website
and marketing materials.

8. Obtain a contest poster at an upcoming NBA educational
program and display it in your bank.

9. When the finalists are announced in April, encourage
your staff, customers, and community members to vote
for their favorite video. It would be exciting to see banks
and communities support the student finalists with
organized voting efforts.

10. Attend the NBA Annual Convention to show your support
for the students.

Specific details about this contest as well as contest rules
can be found at: www.BankOnNE.com starting January 1, 2018.
Should you have any questions about this statewide marketing
initiative, please feel free to reach out to me at (402) 474-1555
or richard.baier@nebankers.org. b

Email Richard J. Baier at richard.baier@nebankers.org.

Commercial Lending
Real Estate Lending
Agricultural Lending
Loan Workouts
Bankruptcy &

Creditors’ Rights
Tax Increment Financing
Bond Financing
Community Development
SID Operation & Financing
Real Estate Development
Commercial Litigation

Croker, Huck, Kasher, DeWitt,

Anderson & Gonderinger, L.L.C.

2120 South 72nd Street, Suite 1200
Omaha, NE 68124
402.391.6777

crokerlaw.com

NEBRASKA BANKERS ASSOCIATION
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PROBLEM BUSINESS

Our Robust Security & Compliance Solution

\/ Protects your data & your business
Minimizes risk of breach
Responds to threats faster
Achieves compliance & avoids cost of failed audit
Reduces cost and time to repair
\/ Dramatically cuts costs

Call us at 402.327.1880
and ask about our FREE
30-Day Security Health Assessment

A BETTER CONNECTION

1 2 WWW.NEBANKERS.ORG



COUNSELOR’S CORNER

HAT’S THE CONGRESSIONAL

Review Act (CRA)!, you ask?

If you don’t know, you're

not alone. For more than 16
years, Congress has been silent as to its
use. A relatively obscure law, the CRA
establishes a special set of procedures
through which Congress can nullify final
regulations issued by a federal agency. The
CRA is an oversight tool Congress may use
to prevent a regulation issued by a federal
agency from taking effect.

Prior to the Trump administration,
only once has an adopted rule been in-
validated under the CRA—that occurred
in 2001, when a rule on ergonomic stan-
dards, adopted by the Occupational Safety
and Health Administration (OSHA) at the
end of the Clinton administration, was
disapproved in the early days of the Bush
administration. The CRA gives a succes-
sor president and Congress, when acting
together, an easier route to overturn the
midnight rules of an outgoing presidential

administration. Once a new president
settles in and reorganizes the direction of
his or her administrative state, the CRA
typically loses its utility.

Congressional Review Act

In simple terms, the CRA grants
Congress: (1) proper notification of new
agency regulations and (2) the authority
to use a joint resolution of disapproval to
overturn arule. Under the CRA, Congress
is empowered to review new federal rules
issued by federal agencies and to nullify
those rules through an expedited legisla-
tive process. The law provides Congress
with 60 legislative days (or days in which
Congress is in a particular session) to
overturn a rule by submitting a “joint
resolution of disapproval,” which only
requires approval by a simple majority
in both chambers.2 Importantly, the CRA
establishes a special set of “fast track”
legislative procedures that effectively
make a joint resolution of disapproval

filibuster-proof in the Senate. If the reso-
lution is signed by the president, the CRA
provides that the rule at issue shall not
take effect (or continue)3 and may not be
reissued in “substantially the same form”
unless Congress approves the rule with a
new law.4 In other words, if disapproved,
the rule no longer has the force of law and
compliance is no longer required.

Although the current president and
Congress have already successfully used
the CRA on several occasions®, the first
Consumer Financial Protection Bureau
(CFPB) rule fell victim to the CRA in late
October 2017. The current political condi-
tions are ripe for further congressional
use and the CFPB has been put on notice.

CFPB Arbitration Rule

In the 2010 Dodd-Frank Wall Street
Reform and Consumer Protection Act
(Dodd-Frank), Congress directed the
CFPB to study pre-dispute arbitra-
tion agreements and issue regulations
restricting the use of arbitration agree-
ments if such rules would be in the “public
interest” and for the “protection of con-
sumers.”6 Dodd-Frank required that the
findings in any such rule be consistent
with the study. A three-year study was
conducted and the CFPB released its
results in March 2015. The CFPB found
that barring certain financial providers
from blocking consumer class actions
through arbitration agreements would
better enable consumers to enforce their
rights and obtain redress when their
rights are violated.”

After the release of the study, the
CFPB issued a proposed arbitration
rule on May 24, 2016. On July 10, 2017,
the CFPB published a final arbitration
rule8 effective September 18, 2017,
with a March 19, 2018, mandatory
compliance date.

There were two parts to the arbi-
tration rule. First, the rule prohibited
covered providers of consumer financial
products and services from relying on
pre-dispute arbitration agreements to
prevent consumers from pursuing class
actions in court and required language
in arbitration agreements reflecting this

Counselor’s Corner — continued on page 14
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Counselor’s Corner — continued from page 13

The overturn of the arbitration rule and using the CRA against

future rule writing by the CFPB could be viewed positively by

the financial services industry initially, but could be more of a

problem down the road.

limitation. Second, the CFPB required
covered providers who include pre-
dispute arbitration agreements in their
contracts to submit certain arbitration
information to the CFPB for review and
publication. The CFPB intended to publish
collected materials with redactions on its
website to “provide greater transparency
into the arbitration of consumer disputes,”
and planned to use the collected infor-
mation to monitor “arbitral and court
proceedings to determine whether there
are developments that raise consumer
protection concerns that may warrant
further [CFPB] action.”®

Shortly after CFPB promulgation,
Congress introduced a resolution under
the CRA to kill the arbitration rule before
it took effect. Vice President Mike Pence
broke a 50-50 tie in the Senate on Octo-
ber 24, 2017, narrowly passing S.J. Res.
47 disapproving the arbitration rule.10
On November 1, 2017, President Trump
signed the resolution.1!

Following President Trump’s signing,
Acting Comptroller of the Currency Keith
Noreika praised the president’s action as
“a victory for consumers and small and
midsize banks across the country” by
stopping a rule “that likely would have sig-
nificantly increased the cost of credit for
hardworking Americans and taken away
a valuable tool for resolving differences
among banks and their customers.”12
The national bank regulator said that the
move “preserves a choice for consumers
who can choose among financial providers
that offer services with arbitration clauses
and those that do not.”

With this action by the president and
Congress, the arbitration rule is dead, at
least for now. Under the CRA, not only

1 4 WWW.NEBANKERS.ORG

is the CFPB barred from enforcing the
arbitration rule, but likewise the arbitra-
tion rule may not be re-promulgated in
“substantially the same” form without
an enactment of Congress. During a
GOP-controlled Congress, that action
is unlikely.

The scope of this “substantially the
same” standard, however, has not been
addressed by the courts. Can the CFPB
craft a new arbitration rule different
enough to avoid being “substantially the
same”? Any such attempt by the CFPB will
surely be challenged.13

Are CFPB Arbitration Restrictions
Completely Dead?

Although the arbitration rule is dead
without a chance of re-introduction in
“substantially the same” form, the CFPB is
not entirely shut out from regulating arbi-
tration clauses. The CFPB could conceiv-
ably resort to doing it the old fashion way,
on a case-by-case basis using its existing
enforcement and supervisory authority
(UDAAP anyone?). This, however, seems
unlikely as Director Cordray has resigned
and as such, regulation by enforcement
may slow considerably.

Moreover, the demise of the arbitra-
tion rule does not affect other current
restrictions on arbitration. For example,
in 2006, Congress passed the Military
Lending Act, which disallows mandatory
arbitration clauses in connection with
certain loans made to service members
(this is still the law). Four years later, in
Dodd-Frank, Congress barred manda-
tory arbitration clauses in certain resi-
dential mortgage contracts. As such, the
arbitration rule is dead but other CFPB
limitations remain.

CFPPB’s Future CRA Risk

What does this mean for the CFPB
going forward? The fact that Congress
actually succeeded in coordinating and
overturning the arbitration rule using
the CRA could be problematic for the
CFPB, with respect to additional rules
it puts forward. For example, the CFPB
has recently finalized a rule that would
largely overhaul the small dollar lending
industry, and that rule could be subject to
a similar overturn by Congress. And the
new CFPB Fair Debt Collection rules are
expected to be proposed shortly. Because
of this CRA success by the president and
Congress, the CFPB could be discouraged
from promulgating more rules.

That result would not necessarily be
good news for banks, as the CFPB still
would have its full enforcement author-
ity and could continue down a path of
regulating by enforcement, as compared
to regulating by rules. Banks are already
critical of the CFPB for seeming to avoid
a rules-based form of regulation in favor
of using enforcement (e.g., UDAAP) to ef-
fectively regulate similarly situated banks.

As such, the overturn of the arbitration
rule and using the CRA against future rule
writing by the CFPB could be viewed posi-
tively by the financial services industry
initially, but could be more of a problem
down the road.

Will the CRA Go Silent Soon?

As mentioned, prior to President
Trump, the only successful use of the CRA
was President Bush overturning President
Clinton’s ergonomics rule promulgated
at the end of Clinton’s term. President
Trump was successful in overturning the
arbitration rule, a rule that began in the



Obama administration and was finalized by a President Obama
appointee (Director Cordray). In both instances, a new Congress
and a new president (of different parties from the outgoing
president) used the CRA to overturn regulations issued at the
end of the previous administration. In other words, the CRA
gave the incoming Congress and president a tool to overturn a
departing president’s “midnight” regulations. Since a president
is unlikely to disapprove of his own agencies’ rules, the CRA has
been regarded as inconsequential except during a presidential
transition. A recent U.S. Government Accountability Office
(GAO) ruling may change this.

On October 19, 2017, the U.S. GAO issued a relatively rare
legal determination concluding that the federal banking agen-
cies’ 2013 Interagency Guidance on Leveraged Lending is arule
subject to the CRA.14 The GAO found that the CRA’s definition
of “rule” is “broad, and includes both rules requiring notice and
comment rulemaking and those that do not, such as general
statements of policy.” Moreover, the GAO determined that the
Leverage Lending Guidance does not fall within any of the CRA’s
three exceptions to the definition of “rule,” which pertain to:
() rules of particular applicability; (2) rules relating to agency
personnel or management; and (3) rules of agency organization,
procedure, or practice that do not substantially affect the rights
or obligations of non-agency parties. The GAO’s conclusion that
the Leverage Lending Guidance is a rule subject to the CRA
potentially could open the door for Congress to disapprove and
invalidate the Leverage Lending Guidance.

Although it is unclear whether any CRA resolution regard-
ing the Leverage Lending Guidance will be proposed, U.S. Sen.
Pat Toomey released the following statement regarding the
determination: “This is an important reminder that agencies
have a responsibility to live up to their obligations under the
Congressional Review Act. When they don’t, Congress should
hold them accountable. I will explore steps to do so.”

Given the GAQO’s broad reading of the applicability of the
CRA, the determination may be an example of how the CRA
could be expanded to bank guidance. Although the banking
implications remain unclear, the determination has the potential
to lead to enhanced congressional review of old and new bank
regulator actions, including policy statements.15 b

5 U.S.C. §801 et seq. (1996).

2See 5 U.S.C. § 802(a).

3See 5 U.S.C. § 801(b)(1).

‘See 5 U.S.C. § 801(b)(2).

515 so far.

sSee Dodd-Frank Wall Sireet Reform and Consumer Protection Act, Public L. No.
111-203, 124 Stat. 1376 (2010).

’Consumer Financial Protection Bureau, Arbitration Study: Report to Congress,
pursuant to Dodd-Frank Wall Street Reform and Consumer Protection Act § 1028(a)
(March 2015).

8See Bureau of Consumer Financial Protection; Arbitration Agreements, 82 Fed.
Reg. 33210 (July 19, 2017) (12 CFR Pt. 1040) (“FR Release”).

’FR Release, 82 Fed. Reg. at 33210.

The Senate vote followed earlier House passage of H.J. Res. 111.

""To no avdiil, in a personal letter dated October 30, 2017, CFPB Director Richard
Cordray pleaded to President Trump to veto the arbitration disapproval resolution.
In what Cordray termed a personal appeal, he wrote: “Many have told me | am
wasting my time writing this lette—that your mind is made up and that your advisors
have already made their intentions clear. But this rule is all about protecting people
who simply want to be able fo take action together to right the wrongs done to
them. When people are wronged or cheated, they deserve the chance to pursue
their legal rights.”

12Acting Comptroller of the Cumrency Statement following the President's Signature
Overturning the Consumer Financial Protection Bureau’s Rule on Arbitration

Agreements (November 1, 2017).

BPassage of the CRA resolution by Congress—and its signing by the president—
also brings to an end legal challenges to the arbitration rule. For example, the U.S.
Chamber of Commerce, the American Bankers Association, and several other
financial services frade groups recently challenged the arbitration rule in federal
court. See Complaint for Declaratory and Injunctive Relief, Chamber of Commerce
of US, et al. v. Consumer Financial Protection Bureau, et al., No. 3:17-cv-02670-D
(N.D. Tex., Sept. 29, 2017). On November 2, 2017, the Chamber of Commerce, et dl,
filed a Noftice of Voluntary Dismissal with the court stating that “[b]ecause the [CFPB]
rule has been invalidated pursuant to the Act, and therefore has no continuing
effect, Plaintiffs hereby voluntarily dismiss this action without prejudice.” The court
entered an order dismissing the case.

“See Applicability of the Congressional Review Act to Interagency Guidance on
Leveraged Lending, B-329272 (GAO, Oct. 19, 2017). The GAQ'’s determination was
issued at the request of Sen. Pat Toomey (R-PA), who inquired by letter whether the
Leverage Lending Guidance should be subjected to congressional approval as

a “rule” under the CRA. According to the American Banker, in a separate letter,
Sen. Toomey requested an opinion as to whether the CFPB’s indirect auto finance
guidance issued in March 2013 is a “rule” under the CRA. Toomey seeks GAO’s help
in reviewing agency guidance, American Banker (March 2017). As of this writing,
the GAO has not responded to the indirect auto finance request.

The GAO has made prior determinations on whether guidance or other issuances
are rules in at least 11 prior instances but this is the first determination on bank
regulator guidance. See Congressional Research Service, The Congressional
Review Act: Frequently Asked Questions, No.7-5700 (Nov. 17. 2016). Seven of those
resulted in finding a “rule” for purposes of the CRA (similar to the determination for
the Leverage Lending Guidance). Notably, none of those led to a joint resolutionof
Congress disapproving the guidance/rule. It is unclear whether that record will
remain intact with congressional review, if any, of the Leverage Lending Guidance.

For more information, contact Jeff Makovicka at
Kutak Rock LLP at (402) 346-6000 or jeff.makovicka@
kutakrock.com. Makovicka is a member of Kutak Rock
LLP’s banking practice group where he concentrates
on bank matters.
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TECH TALK

SAFELY SURFING

ROM OURDESKTOPSTO OUR PHONES,

we are a connected society. We

check email, social networking

sites, news sites, message boards,
and a large variety of other websites on
a daily basis without thinking about the
security implications of having billions
of devices connected to countless inter-
connected servers that are run by people
we have never met through an Internet
infrastructure that was created without
security in mind. While this is scary
enough from a personal standpoint, it has
even larger implications for businesses
that store and transmit confidential com-
pany and customer data. Actions may be
taken, however, to help mitigate some of
the security concerns that go hand in hand
with Internet browsing.

First, it is extremely important to limit
system and network privilege levels for
employees with Internet access. A recent
analysis of Microsoft vulnerabilities by
the security company Avecto revealed
94 percent of critical Microsoft vulner-
abilities reported in 2016 were found to
be mitigated by removing local admin-
istrative rights.' In other words, if your
employees don’t have local administrator
rights on their systems, the vast majority
of critical Microsoft vulnerabilities would
already be addressed without additional
controls. Now, at times, a vendor will push
for local administrator privileges for em-
ployees in order for the vendor’s software

1 8 WWW.NEBANKERS.ORG

to run without issues. While this was ac-
ceptable many years ago, it is no longer
a viable option, and other controls such
as limiting elevated privileges to certain
directories through whitelisting should be
considered instead. In addition to normal
users, it is perhaps even more important
that domain administrators do not browse
the web while logged in but instead use a
standard account for normal tasks and
only elevate when necessary. While an
argument can be made that domain ad-
ministrators are typically more security
minded than the standard employee, they
also have far greater capacity to install
malware on all of the systems in the net-
work domain.

Secondly, restrictions should be in
place for connecting to the Internet. This
includes not only general ingress (incom-
ing traffic) and egress (outgoing traffic)
filtering at the firewall level but also block-
ing access to sites and site categories that
are not necessary for business use. At the
firewall level, any known malicious IP ad-
dresses should be blacklisted and access
to/from any external IP should not be
allowed but instead limited to IPs for the
core provider, IT vendor, etc. As far as site
category blocking is concerned, a number
of categories should be restricted from
all employees such as gambling, adult,
and file sharing while other categories
such as webmail, cloud file storage, and
social networking should be restricted

from most employees with exceptions
granted for legitimate business use only
if approved by the board and senior
management. It is surprising how often
we see a disconnect between the number
of security controls in place for company
email through Exchange/Outlook and the
wide-open access granted for personal
email sites. Malicious email is being sent
to ALL available email addresses, and
personal web-based email is possibly
even a bigger threat than business email
due to the lack of controls in place.

Finally, it all comes down to the
user, which is both an encouraging and
frightening statement. All it takes is one
individual to download ransomware
or visit a malicious site for company
systems to be compromised. Because of
this, most businesses take a defense-in-
depth approach that includes firewalls,
antivirus, effective patch management
procedures, email filtering, and various
other items; however, sometimes this ap-
proach skimps on training the employee
who is actually using company systems
and accessing critical data. Hardware and
software are important, but these con-
trols will fail from time to time. At that
point, it is up to the individual employees
to maintain effective security. They need
to be informed and reminded about ac-
ceptable Internet usage and then tested to
ensure this knowledge is retained and put
into practice.

In summary, even though it was
created without security in focus, the
Internet can be safely surfed if the proper
precautions are taken, effective controls
are put into place (and tested!), and us-
ers are trained to be aware of the sites
they visit and the actions they take when
connected to the web. b

Thitps://www.avecto.com/news-and-events/
news/94-of-critical-microsoft-vulnerabilities-itigated -
y-removing-admin-rights

Daniel Lindley is a security and compliance
consultant for CoNetrix, a technology firm
dedicated to understanding and assisting
with the information and cybersecurity needs
of community banks. Offerings include:
information security consulting, IT/GLBA audits,
security testing, cloud hosting and recovery
solutions, and tandem software, used by
more than 1,400 financial institutions to help
manage their information security programs,
cybersecurity, and more. Visit CoNetrix at
www.conetrix.com.
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BERT ELY'S FARM CREDIT WATCH®

Shedding Light on the Farm Credit System, America’s Least Known GSE
© 2017 Bert Ely

THE FOUR FCS BANKS

ARE COMMERCIAL BANKS?

HEFOUR FARM CREDITSYSTEM BANKS AREAMONG THEWORLD’S

50 safest commercial banks, according to a recent press

release issued by the online magazine Global Finance.

(View the release at http://bit.ly/SafestBanks.) Agri-
Bank was ranked No. 19, CoBank No. 25, AgFirst No. 28, and
Farm Credit Bank of Texas No. 30. The press release states
that the banks on its list of the safest commercial banks “were
selected through an evaluation of long-term foreign currency
ratings—from Moody’s, Standard & Poor’s, and Fitch.” Apart
from their equity capital, the Farm Credit System (FCS) banks
are almost entirely funded with debt issued by the Federal
Farm Credit Banks Funding Corporation and are jointly and
severally liable for that debt. Global Finance, though, did not
acknowledge that fact nor the fact that the four FCS banks are
government-sponsored enterprises (GSEs) implicitly backed by
the federal government; they are also the beneficiaries of a $10
billion cost-free line of credit from the U.S. Treasury. Five U.S.
bank holding companies also made the top-50 list: U.S. Bancorp
(21), BNY Mellon (40), State Street (43), Northern Trust (44),
and Wells Fargo (49).

It is absolutely appalling that Global Finance fails to un-
derstand that the FCS banks are not commercial banks. Even
worse, when I explained that rather obvious fact to the editors at
Global Finance, they would not acknowledge it. More troubling,
when CoBank touted its inclusion in the list of Global Finance’s
50 safest banks in a news release (go to http://bit.ly/CoBank-
GFList), it failed to note that its outstanding debt is raised for
it by the Funding Corporation and that it was erroneously in-
cluded in Global Finance’s companion list of the world’s safest
commercial banks. CoBank’s failure to publicly state it should
not be characterized as a commercial bank is a tacit admission
that it does not mind being viewed by Global Finance’s readers
as a commercial bank. Worse, for at least the last six years,
CoBank news releases have cited it as being ranked by Global
Finance as one of the world’s safest banks without pointing out
the magazine’s error in characterizing it a commercial bank. If
CoBank has no objection to repeatedly being called a
commercial bank, then it should be regulated as if it
were a commercial bank.
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In an attempt to set the record straight, I emailed the editors at
Global Finance to explain that the FCS banks are not commercial
banks and that they are largely funded by the unranked Funding
Corporation. On September 29, Andrea Fiano, Global Finance’s
editor, emailed a substantive reply but failed to address my central
complaint—the magazine's characterization of the FCS banks as
commercial banks when they clearly are not. Worse, on October
6, Global Finance published a list of the “Safest 25 Commercial
Banks in the World,” which is merely the top 25 banks from its
earlier list of the 50 safest commercial banks. Accordingly, this list
included AgriBank and CoBank. So far, Fiano has failed to respond
to a follow-up query as to why Global Finance continues to call the
FCSbanks commercial banks. Hopefully, Global Finance will soon
drop the FCS banks from its list of the safest commercial banks.

The FCS’ regulator, the Farm Credit Administration (FCA),
should object to any mischaracterization of any FCS institution,
if for no other reason than to protect its regulatory turf. Certainly,
if a widespread belief developed that FCS banks are commercial
banks, then political pressure would build to subject them to over-
sight by the bank regulators, specifically the OCC and the Federal
Reserve. The FCA has indicated that it will respond to my request
for acomment on Global Finance’s mischaracterization of the FCS
banks as commercial banks. I will share that response with Farm
Credit Watch (FCW) readers after I receive it. Finally, I emailed
CoBank to request that it inform the magazine that CoBankis not a
commercial bank and to cease publicizing, even indirectly, that it,
and the other three FCS banks, are among the world’s safest com-
mercial banks. So far, CoBank has not responded to this request.

What Is Happening at Lone Star Ag Credit?

As previously reported in FCW, on August 9, Lone Star Ag
Credit, the FCS association headquartered in Fort Worth, Texas,
issued a Notification of Non-Reliance on Previously Issued Fi-
nancial Statements Applicable to the financial statements Lone
Star issued for 2016 and the first quarter of 2017. In a parallel
move, the FCA dropped from its website Lone Star’s quar-
terly call reports for 2016 and the first quarter of 2017. Apart
from the Notification of Non-Reliance, Lone Star has posted

Bert Ely
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Bert Ely — continued from page 20

absolutely nothing on its website about
the “appraisal and accounting irregu-
larities affecting a segment of the
Association’s lending portfolio” that
triggered the withdrawal of its financial
statements and call reports, nor has it
posted any other information about this
accounting fiasco. While visitors to the
site will learn about the 2017 Lone Star
Ag Credit Dove Hunt Invitational and the
Annual Appreciation Event for Corsicana
Stockholders, there is no listing of the
association’s current management or of
recent management changes, if any, as
well as corrective actions being taken to
fix Lone Star’s accounting problems. As
cooperatives, FCS associations should
be fully transparent to their member/
borrowers—that is definitely not the case
today at Lone Star.

Will FCSA & Frontier Farm Credit
Ever Merge?

In the October 2014 FCW, 1 wrote
about a “strategic alliance” that Frontier
Farm Credit, which serves the eastern
third of Kansas, entered into with Farm
Credit Services of America (FCSA), the
largest FCS association, which serves
Nebraska, Wyoming, South Dakota, and
Towa. At June 30, 2017, FCSA had assets
of $26.9 billion while Frontier had assets
of $2 billion. To the best of my knowledge,
there are no other strategic alliances in
the FCS universe. According to a letter
FCSA sent to its member/borrowers when
the “strategic alliance” was formed, the
two associations “will be jointly managed
under a single team of [FCSA] leaders.”

The question then was why didn’t
Frontier simply merge with FCSA? That
question still resonates today as the
FCSA management team runs Frontier
even though Frontier has its own board
of directors. Presumably the FCSA
managers in Kansas take their march-
ing orders from Frontier’s directors,
even if those directors have adopted
policies that differ from policies adopted
by FCSA’s directors. Although there is
a coordinating committee comprised
of directors from both associations, it
is puzzling how one management team
can be responsible to two independent
boards of directors, especially given the
degree of operational integration of the
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two associations. The arbitrary manner
in which income and expenses are di-
vided between the two associations, as
summarized in their respective annual
reports, reinforces the key question: Why
haven’t Frontier and FCSA merged? Rea-
sons not to merge are not at all evident,
which raises this question: What is the
real reason they have not merged? As is
the case in the Lone Star Ag Credit situa-
tion, the lack of transparency here is very
troubling, and should be especially so
for Frontier’s member/borrowers since
Frontier is very much the junior partner
in this alliance. Worse for Frontier’s
member/borrowers, they are stuck in the
alliance because Frontier no longer has
its own management team. b

To contact Bert Ely, email
bert@ely-co.com, phone
(703) 836-4101, or send mail to
P.O. Box 320700, Alexandria,
Va. 22320.

Reform Farm Credit: Help

educate the public, the

press, and policymakers. Get
the facts, take a stand at
http://reformfarmcredit.org.

If your bank belongs to the American Bankers
Association (ABA), you can enjoy a free

email subscription to Farm Credit Watch or

you can read it monthly online at www.aba.
com. To receive Farm Credit Watch by email
or to manage your subscription, visit ABA
Member Email Bulletins at www.aba.com/
Tools/Ebulletins/Pages/default.aspx. For other
inquiries, please contact Barbara McCoy at the
ABA at (800) BANKERS or bmccoy@aba.com.
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FAMILY FARMER BANKRUPTCY CLARIFICATION ACT
OF 2017 ENACTED INTO LAW

Donald L. Swanson, Koley Jessen

INANCIALLY STRAPPED FARMERS

and their lenders finally get some

much-needed bankruptey tax

relief. Normally, pre-bankruptcy
income and capital gains tax claims have
a priority and non-dischargeable status
in bankruptcy—and the same taxes, when
arising during bankruptcy, add an admin-
istrative claim status.

Some Farm History

Such normal rules had a devastat-
ing impact on farmers and their lenders
during the farm crisis of the 1980s. Here
is some farm history that might help
explain why.

«  Thenumberof U.S. farms reached
a peak of 6.8 million in 1935 (ac-
cording to USDA statistics at
http://bit.ly/USDAfarm). That
was, of course, in the midst of
the Great Depression. Farmers
were among the many who suf-
fered in those days, with added
disadvantages of drought, grass-
hopper plagues, and dust storms
that destroyed crops and crippled
farming in the Midwest.

«  Then, the number of farms began
a four-decades-long decline to
around 2.5 million in the mid-
1970s. I remember as a youngster
(back in the ’60s and early "70s)
riding with my grandpa on Sun-
day afternoon drives around our
rural Nebraska countryside, as he

pointed to abandoned homesteads
dotting the land and told stories
of families who lived and farmed
at each place. These people made
theirliving from the land—few had
other sources of income.

Then, the 1980s become a re-
enactment of the 1930s” debacle
for farmers. Only this time the
culprits driving farmers off the
land were high interest rates (i.e.,
18 percent per annum) and plum-
meting prices for farm products
and land. Today, I could do with
my grandchildren the same Sun-
day afternoon drives that I had
with my Grandpa and point to
abandoned farmsteads that were
occupied and active in the days of
my youth.

What'’s happened since the 1980s
is this: career farmers are tilling
many, many more acres than be-
fore; lots of people farm as a hobby
or avocation; and the number of
people making their living on a
farm continues to shrink. To illus-
trate, look what’s happened to high
schools in farming communities:
class sizes of 40 students in the
70s, for example, might now be in
the teens or less and consolidated
with another school.

Farming in the 1900s focused
heavily on labor, with machinery
playing a limited but increasingly

important role over time; imagine,
for example, plowing an entire
quarter section of ground with a
Farmall M tractor and a three-
bottom plow and then planting
the same area with a two-row or
four-row lister. Today’s farming
is the opposite, preferring large
equipment and technology over
labor; e.g., envision a huge tractor
pulling a planter making swaths
25 yards wide with GPS precision.

»  Today’s large farming operations
are often referred to as “corporate
farming,” when a common reality
is that these are the same family
farms of decades past—they’re just
farming more land.

During the farm crisis of the 1980s,
many farm families were ready and will-
ing to leave the farm and pursue a differ-
ent occupation—but they couldn’t. Here’s
why: if they sold out (either voluntarily or
by foreclosure), the income and capital
gains tax bill would be huge—something
they could never hope to repay. So, many
tried to hold on by bankruptcy filings and
other means, but often to no avail—they
ended up incurring the tax anyway. This
created huge problems for farmers and
their lenders!

Congress Addresses the Problem

In a better-late-than-never mode, Con-
gress finally addressed the problem—in

Family Farmer
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Family Farmer

2005. An amendment that year to Chapter 12 of the Bankruptcy
Code added the following tax benefit for farmers (§ 1222(a)(2)
(A):

A tax “claim” arising from “the sale, transfer, exchange,
or other disposition of any farm asset used in the debtor’s
farming operation” will be treated as a general unsecured
claim and can be discharged under a Chapter 12 plan.

This amendment, at the very least, allowed a farmer (who’s
eligible for Chapter 12) to sell out and move on to another oc-
cupation without being saddled with unaffordable amounts of
tax liability.

It also provided an opportunity for farmers and their lenders
to work cooperatively toward common goals. Such an opportu-
nity would have solved many problems had it existed during the
1980s’ farm crisis.

Battling the IRS

In subsequent years, the IRS sought help from federal courts
to limit the impact and effect of this farmer-friendly provision—
with varying levels of success. For example:

« A win for farmers: In Kudsen v. IRS, 581 F.3d 696 (8th
Cir. 2009), the Eighth Circuit Court of Appeals ruled in
favor of farmers and against the IRS on two issues: (i)
the § 1222(a)(2)(A) phrase “any farm asset” includes both
breeding and slaughter stock, and (ii) the correct method
for allocating taxes between income from sales of farm
assets and income from other sources is the method
that’s best for farmers—not the one best for the IRS.

« A win for the IRS: In Hall v. U.S., 566 U.S. 506 (2012),
the U.S. Supreme Court ruled in favor of the IRS by
narrowly construing the § 1222(a)(2)(A) tax benefit and
limiting its effect to sales made prior to bankruptcy fil-
ing; so, taxes arising from sales made during the Chapter
12 case would hold the same administrative and non-
dischargeable status as before.

The IRS’ Supreme Court victory in Hall v. U.S. became a big
loss for farmers. Here are a couple reasons why:

« A financially stressed debtor is often unable to sell real
estate or other assets outside of bankruptcy because junior
lienholders, who are out of the money, won't release their
liens without a premium payment the debtor cannot afford.

«  One of the things bankruptcy is good at doing (there aren’t
many such things) is this: selling assets at top dollar. So,
it would make sense for a farmer, wanting to liquidate in
part or in full, to sell assets within a Chapter 12 case. But
the technical ruling in Hall v. U.S. eliminates the Chapter
12 tax benefit, if the debtor attempts to do so.

The New Law

Congressmen from farm states have been working for years
to legislatively overturn the Hall v. U.S. ruling that limits the
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Chapter 12 tax benefit. They finally achieved success on Octo-
ber 26, 2017, when President Trump signed the Family Farmer
Bankruptcy Clarification Act of 2017 (H.R. 2266)—view the bill
at http://bit.ly/HR2266—into law. This act, sponsored by Sen-
ate Judiciary Committee Chairman Charles E. Grassley (R-IA)
and Sen. Al Franken (D-MN), passed the Senate on October 24,
2017, by a vote of 82 to 17—all of which proves, once again, that
bankruptcy issues tend to be apolitical and nonpartisan.

This new act eliminates the old § 1222(a)(2)(A) referenced
above that the U.S. Supreme Court construed narrowly, replacing
it with a new section at the end of Chapter 12, titled:

“§ 1232. Claim by a governmental unit based on the
disposition of property used in a farming operation.”

Here are the essential terms of this new section (statutory
language is in italics, and bold face is added for emphasis):

“Any unsecured claim of a governmental unit . . . that arise
before the filing of the petition, or that arises after the filing
of the petition and before the debtor’s discharge. .., as
a result of the sale, transfer, exchange, or other disposition of
any property used in the debtor’s farming operation—

—shall be treated as an unsecured claim arising before the
date on which the petition is filed;

—shall not be entitled to priority under section 507;
—shall be provided for under a plan; and
—shall be discharged in accordance with section 1228.”

When a Chapter 12 debtor wants to take advantage of this tax
benefit, “the debtor shall serve notice of the claim on the
governmental unit,” after which “the governmental unit may
file a proof of claim not later than 180 days after the date on which
such notice was served.”

This new law will benefit farmers who want to partially or
fullyliquidate. It will also benefit their lenders, who always prefer
voluntary liquidation over foreclosure. And it will allow farm-
ers and their lenders to work cooperatively toward a common
goal, rather than allowing tax problems to force them into an
adversarial posture.

Conclusion

In today’s environment of financial stress for farming
communities, this new bankruptcy law is a welcome addition
to the options available for financially strapped farmers and
their lenders. b

For more information, contact Donald L. Swanson at Koley Jessen PC
LLO at (402) 343-3726 or don.swanson@koleyjessen.com. Swanson is a
shareholder of the firm and has been practicing business bankruptcy
law for more than three decades, representing all types of bankruptcy
constituencies, including debtors, creditors, committees, frustees, and
§ 363 purchasers. He has extensive mediation experience in both
bankruptcy and non-bankruptcy courts. Moreover, he has a decades-
long background in resolving multi-party disputes while representing
committees and trustees.






Service shouldn’t only happen when something isn’t working properly.
Preventative maintenance, quality support, and proper upgrades keep
your branches running smoothly. Contact DBE to request a quote today!

800-373-3000 | finsales@dbe.bz | www.databusinessequipment.com

26 WWW.NEBANKERS.ORG



2018

BUDGET NOW FOR GSB —
WHERE BANKING AND LEADERSHIP
COME TOGETHER.

Programs through the Graduate School of Graduate School of Banking
Banking at the University of Wisconsin - Madison July 29 - August 10, 2018

the best place to h both banki d
are the best place to hone both banking an Bank Technology Management School

leadership skills. GSB programs explore critical April 8- 13, 2018

banking topics in the real world—with hands-on

learning and the chance to network, collaborate Human Resource Management School
and learn among some of the brightest April 15 - 20, 2018

leaders in the industry. Take advantage of the Financial Managers School
industry’s most powerful banking and leadership September 9 - 14, 2018
development programs and take your career,

Bank Technology Security School
your team—and your bank—further. October 21 - 26, 2018

Graduate School of Bankin
GSB.ORG @ at the University of Wisconsin — Madison 9




Tracy Dreessen, Manager of Customer Service & Sales Coordinator, Rochester Armored Car

OR YEARS NOW, THE LARGER BANKS

have been realizing the benefits

of outsourcing cash manage-

ment to a Cash-In-Transit (CIT)
or armored car carrier, while commu-
nity banks were left to handle all cash
management tasks internally, often
with an increase in risk and operation
costs. But that is changing as more com-
munity banks turn to outsourcing to
reduce liabilities and improve operational
efficiencies.

Within the last few years, the trend of
outsourcing has been on the rise. In 2014,
Mark Lowers, founder and CEO of Low-
ers Risk Group, explained in his article,
“Understanding the Relationships in the
Cash Industry,” that a need to control cost
and risk are the driving forces behind this
recent change. “The CIT system serves
banks, including the Federal Reserve,
by providing the transportation, stor-
age, processing, accounting, and other
services that financial institutions need
to ensure the right amounts of cash get to
where they are needed,” stated Lowers’
article. “With the extensive geographic
dispersion of branch banks and ATMs,
it is no longer cost-effective for each
and every bank to provide all the cash
management services it needs. Today,
third-party businesses in the cash man-
agement system can support multiple
banks, including providing a level of risk
management the industry demands.”

Improved technology also has played
arole in more community banks adopting
the option of using an armored carrier for
more than just secure transportation. As
technology improves so does the opportu-
nity for community and regional banks to
tap into all the benefits outsourcing offers.
With the development of more secure sys-
tems and standardized file transmissions
between armored car carriers and their
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banking customers, smaller banks are
now in the position to take full advantage
of an outsourced cash vault. Often that in-
cludes access to a secure web portal with
the ability to review real-time activity,
monitor inventory levels, alter orders, and
access a variety of robust reporting tools.

Banks like Omaha, Neb.-based, Amer-
ican National Bank have seen firsthand
how outsourcing can change day-to-day
operations. Scott Logsdon, vice president
of American National Bank, said manag-
ing simple tasks like changing ATM loads
is now done online through a secure web




portal at the staff’s convenience. The online technology pro-
vides us with up-to-date inventory totals whenever we access
the secure web portal and other key information that makes
us more efficient, he said.

Secure, automated ordering systems, like the one Logsdon
uses, enable banks to better manage risk by setting limits for
each user while maintaining a consistent system. All branches,
correspondent banks, and commercial customers order from
one system and one cash vault in smaller, more manage-
able ordering increments. This eliminates the frustration
and potential for errors often associated with emailed and
faxed orders.

Banks are quickly realizing that there are more benefits
to outsourcing than improved efficiency, reduced risk, and
lowered operational costs. Once the logistics of cash manage-
ment is eliminated, the bank is once again able to focus on
its customers. Often chosen by customers for the promise of
personalized service, this is especially key for regional and
community banks.

To maximize the benefits of outsourcing, banks should veri-
fy that the armored car carrier it partners with is able to deliver
the following services as part of its cash vault management:

»  secure currency and coin storage,

« cash order preparation and deposit verification,

« inventory management,

« and access to a secure web portal in addition to any
file transmissions that may be put in place.

Selecting the right armored car carrier is critical to the
success of outsourcing cash vault management. Here are a few
questions to ask during the selection process.

«  What experience does the staff have in cash vault
management services?
«  Isthe company financially stable?

«  How has the company adopted and implemented in-
dustry best practices?

«  Doesthe company carry cash management insurance?

«  How often are audits performed? Are they strictly
internal or is a third-party auditor used?

«  Does the company use a reliable cash management
and logistics system such as NamSys Currency
Controller®? b

Tracy Dreessen is the manager of customer service and
sales coordinator at Rochester Armored Car. Contact
Dreessen today for a FREE guide on “Outsourcing

Cash Management Services” by calling (402) 952-

4087 or emailing tdreessen@rocarmco.com. For more
information on the services Rochester provides, visit
RochesterArmoredCar.com.

Reduce risk.
Improve efficiencies.
Lower costs.

All with one service.

Cash Vault Services

Secure currency and coin storage

Cash order preparation and deposit
verification

Inventory management

Access to a secure web portal

Schedule a tour or demo today!
Contact Tracy Dreessen,
Cash Vault Services Sales Coordinator
Call: 800/558-9323
E-mail: tdreessen@rocarmco.com
Visit: RochesterArmoredCar.com
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inancial Services

Experts at Supporting Financial Institutions

Take your Financial Institution
to a whole new level of success

... a level where you:
e Provide customers with a platform where all their financial needs are met
e |Increase operating margins as well as your bottom line
e Gain more of your customers’ assets by offering new products
e Acquire new customers and cross-sell traditional banking products
e Provide robust wealth management solutions
¢ Build high-end referrals to your bank

Call JFC Financial Services TODAY at

800-262-9538 inancial Services

and learn how to incorporate a profitable

investment program in your bank! Comprehensive Wealth Management :
www.JoinJFC.com in f

Securities offered through Securities America, Inc., Member FINRA/SIPC and Advisory Services offered through Securities America Advisors, Inc., Jack Connealy, Representative.
JFC Financial Services, Inc. and Securities America are unaffiliated. Not FDIC Insured. No Bank Guarantees. May Lose Value. 10/2015
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Secure Guard Consulting

CYBERSECURITY /IT AUDIT

AND CONSULTING

We are an lowa-based cybersecurity / IT audit and consulting company serving banks in Nebraska, lowa, Missouri, Wisconsin, Kansas, Minnesota and Florida.

“Our audit experience with Secure Guard Consulting ¢ ‘Secure Guard Consulting is an essential provider of ¢ ‘We were very satisfied with the IT audit and phishing assessment.
was nothing but positive and professional. Kaushal IT audit services to Bank of the Valley. The company’s Kaushal is very interested in helping his clients to enhance their IT
was great to work with and his report was thorough, owner, Kaushal Kothari, is a former FDIC IT Examination environment to become as secure as possible. He went beyond just
easy to follow and proved to be very helpful for our IT Analyst who has strong industry knowledge, a keen looking at policies. He also focused on ACH, Wires and Business
department. We will absolutely call on him for future attention to detail, and a thoroughness that is a tier Online Banking and risks that our business customers might
audit services.” above other providers. Kaushal always strives to provide encounter with corporate account takeover. Kaushal was very

- Scott Frazier, Vice President & Cashier ~ exceptional value to his clients, and he delivers. | good to work with. He has called since the engagement to see how

Plattsmouth State Bank  strongly recommend Secure Guard Consulting.” we are doing and to offer assistance if needed. He also provided

- David McPhillips, Vice President & Information Systems Manager ~ us with training materials and templates for areas that needed
Bank of the Valley enhancement. | would have no reservations in working with him
again and highly recommend his services.”
-Cindy Moyle, Senior Vice President
Information Technology & Operations Director, Heartland Bank

515-229-5674
kkotharl@sgcsecure.cpm Founded by Kaushal Kothari, former FDIC IT examination E H
secureguardconsultlng.com analyst and certified ethical hacker.  cuinw | shiol Hadar



