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The Banking Scene

By Dr. Lewis E. Davids

Hill Professor of Bank Management,
University of Missouri, Columbia

Let’s Repeal Regulation Z

ET’S CONCEDE that Regulation Z,
the so-called “Truth-in Lending”
law, started out with the best inten-
tions. Who in his right mind could op-
pose “truth”? It was and is as basic in
appeal to noble instincts as apple pie,
motherhood, the American flag and fair
trade. To oppose “truth,” one obviously
must support lying and deceitfulness.
Or so most concerned political figures
appeared to believe. Thus, Truth-in-
Lending (TIL) was passed by a sub-
stantial margin.
The legislators failed to recall that

"The solution to the TIL (Truth-in-Lending) mess

modest amount of time and effort on
the part of banks and the Fed. In fact,
he believed banks would benefit over
less scrupulous lenders. Oh, if only he
had been correct! That Fed executive
has been retired several years. In the in-
tervening period, “Z” has grown in
number of pages and in complexity, as
has the regulatory staff whose job it is
to enforce it—not only the staff of the
Fed, but those of the Comptroller of
the Currency, the FDIC and especially
the Federal Trade Commission.

There has been similar growth in

is rather

simple: the use of a 'banking circular/ which is a simple state-
ment issued by a bank's primary regulator. In it, bank presidents
are 'advised' to comply with the spirit of computing and reporting

interest rates accurately.”

the “fair-trade” law they had passed
previously actually was unfair, no
matter what it was called, and that
the concept of “truth” has been basic
to common law for centuries. “The
whole truth and nothing but the truth”
was incorporated as a sworn require-
ment of legal testimony. One legally
cannot enforce an “untruth” in lending
or, for that matter, in any area.
Shortly before TIL was to become
effective, | talked with a high-level Fed
executive about my misgivings about
the Fed—whose major role was setting
monetary policy—becoming the polic-
ing, enforcing and regulatory agency
for TIL. He agreed with me that the
concept of abuse of TIL really wasn’t
a basic problem of commercial banks
and that the TIL concept originally
was conceived to curb flagrant abuses
by “loan sharks.” In his opinion, comply-
ing with TIL would involve only a

6

banks’ personnel costs and legal fees
associated with the regulation. After all
these years, the regulation still has not
been put in finished form. It continues
to grow in complexities that are as
subtle and frustrating as the Internal
Revenue Code. Senator William Prox-
mire (D.,Wis.), one of the original
principal TIL supporters on the federal
level, has viewed the cancerous regula-
tory growth of “Z” with dismay. He
would “simplify” the regulation, but re-
tain its original thrust.

Senator Proxmire and other support-
ers have failed to recognize that the
constant increase in complexity of the
regulation is inherent in the simplistic
concept of trying to legislate absolute
truth related to the almost infinite var-
iations of handling the extension of
credit and its related interest.

Personally, | doubt that Senator
Proxmire, a well-educated man, could

—without outside assistance—work out
the “official” thrust in lending computa-
tions of many types of installment-
credit extensions that confront the
typical loan executive. These computa-
tions involve add-ons, revolving credit,
days of grace, balloon payments, partial
payments, prepayment penalties, over-
drafts, holidays, the rule of 78, round-
ing out of fractions etc.

Certainly, the long-held legal con-
cept of de minimus, the accounting
concept of materiality and the statistical
concepts of confidence levels and re-
liability all recognize that minor errors
(which are bound to happen as long as
human beings process information)
should not detract from the good in-
tent and overall general accuracy of an
organization.

Yet TIL legislation and regulations
not only have overlooked the above;
the promulgators and regulators have,
in one important context (themselves),
failed to be truthful about TIL’s op-
erations. They generally have failed to
admit to themselves and to the public
that the costs of imposing “Z” or TIL
have exceeded its benefits.

One notable exception is Represent-
ative Benjamin S. Rosenthal (D.,N.Y.),
chairman of the Subcommittee of Com-
merce, Consumer and Monetary Affairs
of the House Interstate Commerce
Committee. In remarks made recently
before the convention of the National
Association of State S&L Supervisors,
he noted that a recent subcommittee
study found that the public and private
costs of implementing the Truth-in-
Lending law exceed its benefits.

This study dealt primarily with close-
ly related monetary costs. It didn’t in-
corporate some indirect costs, such as
higher deductibles and higher premi-
ums on creditors-liability insurance.
Nor did it deal with the fact that so-
ciety in general and the credit-using
population in particular ultimately have
to bear the additional costs either di-
rectly through higher charges for con-
sumer credit or by lenders deciding to
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We can solve your
problem!

Here’s how...

We can help you find the solution to that problem
lying on your desk right now. Over the long haul,
we can help you grow, a little at a time, or a lot.
Let's get together!
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and currency. Collections.

Loan Administration: Commercial, agricultural, and
real estate overlines. Bank loan counseling.
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commercial loans. General ledger. Automated
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Bank Cards: Master Charge. Visa.
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Phil Straight
Vice President
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Steve Blackburn
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George Crews
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use their funds in alternative ways.

Once high-sounding, but counter-
productive, legislation such as Regula-
tion Z is enacted, it’s almost impossible
to repeal. A notable and encouraging
exception was the repeal in 1933 of
the Volstead Act, which had been en-
acted in 1919 and prohibited the manu-
facture and sale of alcoholic beverages.
Repeal of that act could be a precursor
to efforts to repeal “Z.”

The solution to the TIL mess really
is rather simple: the use of a “banking
circular,” which is a simple statement
issued by a bank’s primary regulator.
In it, bank presidents are “advised” to
comply with the spirit of computing
and reporting interest rates accurately.

A simple follow-up test would be
one of “materiality.” That is, rates com-
puted and reported by a bank would
have to be accurate enough to meet the
“materiality” standards of professionals
such as the American Institute of Cer-
tified Public Accountants (AICPA).
The circular would spell out no com-
plex details like those found in the
more than 100 pages of Regulation Z
The margin of legitimate variation in
approach due to local custom or cir-
cumstance would be left up entirely to
the creditor. In its examination, the
regulatory agency would recognize that
long-standing techniques and efficien-
cies, such as the assumption that each
month has 30 days or the year has 360
days, are more beneficial to the bor-
rower and the lender than the literal
truth that some months have 31, 30
or 28 days, and a year has 365 or 366
days.

Informed judgment about the “Truth-
in-Securities” acts of the 1930s indi-
cated that some reasonable exclusions
were mandatory if the acts were not to
do much more damage than good. It
was pointed out that the expenses of
raising new capital for small firms ac-
tually would exceed the amount of the
capital if the same SEC standards were
applied to them as were applied to
major public corporations. As a result,
small nonpublic firms were excluded
from complying with the securities acts.
I might point out that many banks, in
fact, most of them, are “nonpublic.”
Such a recognition that costs should
not exceed benefits was accepted as
rational in the 1930s. The same recog-
nition should be applied at least to
“nonpublic” banks today in connection
with Regulation Z if the latter isnt re-
pealed.

Unfortunately, the reasonableness
found in the SEC legislation has been
absent in TIL. By repealing Regulation
Z and substituting a simple “banking
circular,” it should be possible to re-
store benefits that exceed the costs of
the now very dysfunctional TIL regu-
lation. * *
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LIABILITIES June 30,1977
Deposits:
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Dividend Payable 1,092,478
Accrued Taxes, Interest and Ex-
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Capital AcCOUNtS..cvcvririrrene $882,449,567
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NEWS OF THE

BANKING

e Horace Dunagan Jr., president
and CEO, First State, Caruthersville,
Mo., and chairman, Bank of Hayti, Mo.,
has been elected chairman, Bank Ad-
ministration Institute. He took office
July 1 and succeeds Gerard V. Carey,
CEO, First Pennsylvania Mortgage &
Trust, Philadelphia, who remains on
the BAI board. Succeeding Mr. Duna-
gan as BAI vice chairman is George
Ehrhardt Jr., president and CEO, Co-
lonial Bank, Waterbury, Conn. Philip
E. Doolen, vice president and auditor,
Whitney National, New Orleans, has
been elected BAI secretary-treasurer.
Another Mid-Continent-area banker,
John V. Anderson, president, First Na-
tional, El Reno, Okla., was named to
the board as chairman of the com-
munity bank council. Appointed chair-
man of the chartered bank auditor
board of regents was James J. Swann,
CBA, vice president, First National,
Chicago.

e John G. Heimann is the new
Comptroller of the Currency, succeed-
ing James E. Smith, who resigned in
July, 1976. Mr. Heimann had been
commissioner of New York’s State Di-
vision of Housing and Community Re-
newal since last November. Before that,
he spent 15 months as New York’s
superintendent of banks. Mr. Heimann
began his business career in 1955, when
he joined the international investment
banking firm, Smith, Barney & Co.,,
Inc. In 1966, while on a leave of ab-
sence from that firm, he became a con-
sultant to the Secretary of Housing and
Urban Development, Robert Weaver.
Mr. Heimann wrote a study on mort-
gage credit markets, which laid the
foundation for creation of the Govern-
ment National Mortgage Agency mort-
gage-backed security and the spinning
off of the Federal National Mortgage
Agency from government ownership.
In 1967, he became a partner in the

WORLD

private investment banking firm, E. M.
Warburg, Pincus & Co., Inc. In 1968,
he was financial consultant to the Na-
tional Commission on Urban Problems
and also assisted the secretary general
of the United Nations as a special ad-
viser on financing community develop-
ment and related facilities in newly
developing nations. Mr. Heimann
worked for HUD again in 1970 and,
in 1975, held another New York State
post.

« Willis F. Rich Jr., executive vice
president, Northwestern National,
Minneapolis, was elected president,
Robert Morris Associates, August 5. He
succeeds Dan W. Mitchell, president,
Old National, Evansville, Ind. Four
new directors were elected to three-
year terms: Edward Herbert, first sen-
ior vice president, First Alabama Bank,
Montgomery, Ala.; Robert H. Duck-
worth, executive vice president, First
National of Arizona, Phoenix; James
K. Hill, senior vice president, Walker
Bank, Salt Lake City, Utah; and Don-
ald R. Mandich, executive vice presi-
dent, Detroit Bank. Two directors were
elected to one-year terms: Paul G.
Black, vice president, Malden (Mass.)
Trust; and John D. Mangels, president,
Rainier National, Seattle. The new of-
ficers and directors will take office Sep-
tember 1.

» Charles E. Dixon, vice president,
First City National, Houston, has joined
the regional and correspondent banking
department and assumes responsibility
for north Texas and Oklahoma. He
joined the bank in 1974 and was in the
real estate and mortgage banking de-
partment. Mr. Dixon previously worked
for Southwest National, Wichita Falls,
Tex., as a vice president, and for Ameri-
can Bank, Austin, Tex., as assistant
cashier.

e Curtis L. Giles, vice president, St.

Louis County Bank, Clayton, Mo., has
been elected president, Illinois-Missouri
Bank Marketing Association. Other new
officers are: first vice president, Larry
D. Bayliss, vice president, Boatmen’s
National, St. Louis; second vice presi-
dent, R. Ted Pepple, vice president,
American National, St. Louis; secre-
tary, Fletcher Wells, senior vice presi-
dent and cashier, St. Johns Bank, St.
John, Mo.; and treasurer, Bonnie J.
Booten, assistant vice president, First
National, Alton 111

e« Manown “Buck” Kisor Jr. has
joined Detroit Bank as a senior vice
president and officer-in-charge of the
trust investment department. He has
assumed executive management of that
department. Mr. Kisor formerly was
with Paine Webber Jackson & Curtis,
Inc., New York City, where he was a
senior vice president and a director.
At the time he left, he was director of
investment strategy.

* Robert W. Keith has been named
senior vice president, Manufacturers
Hanover Trust, New York City, and
succeeds Frederick W. Oswald as per-
sonnel director. The latter retired July
31. Mr. Keith joined the former Han-
over Bank in 1956 and had been a vice
president since 1963.

e Theses written by two Mid-Con-
tinent-area bankers for the ABA’s Na-
tional Graduate Trust School are among
seven added to the ABA library and
the Northwestern University library.
The two bankers are James Thomas
Dodds Ill, vice president and trust of-
ficer, First Arlington National, Arling-
ton Heights, 111, whose thesis topic was
“Employee Stock Ownership Plans;
Theory and Practice”; and Wirt Cate
McKnight, vice president and trust of-
ficer, Third National, Nashville, whose
topic was “Trust Services Through a
Multibank Holding Company.”

GILES BAYLISS KISOR
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In correspondent
banking services,we’re

the specialists.

Here’s how First Chicago,
a $19 billion banking corporation, _
can helpyou serve yourcustomers more productively.

You know what your correspondent
banking needs are. You also know what
services your present correspondent
bank provides.

Check this list of First Chicago's com-
prehensive services. See ifthere aren't
many ways we can work together more
productively.

Then call a correspondent banker at
First Chicago, (312) 732-4101, or write us.

DATA PROCESSING

Point-of-Sale Techniques

Bank Accounting Services
Bank Information Systems
Electronic Funds Transfers

CREDIT FACILITIES

Holding Company Lines of Credit
Participations: Upstream and Downstream
Intermediate Term Credit
Liquidity Lines of Credit
Commercial Finance Services: Inventoiy and
Receivable Financing
Corporate Financing Advisory Services
Leasing Activities and Analysis
Credit Information
Small Business Administration:
Loan Counsel

MANAGEMENT ASSISTANCE

Loan Portfolio Review Techniques

Economic Forecasting

Profit Planning and Forecasting

Marketing and Business Development Advice
Personnel Assistance

Operations Planning

Organization Planning

SPECIAL CORRESPONDENT SERVICES
Annual Correspondent Conference
Account Referrals
Mini-conferences and Workshops,
Special Events Planning
Record Retention and Reconstruction
Cash Management Consulting: Collection,
Concentration, Disbursement and Control

FOCUS: Lockbox Location Model
Visual Aids: Slides and Closed Circuit
TV Production

TRUST BANKING

Personal and Corporate Trust Services
Trust Investment Advisory Services
Monthly Investment Services

Stock Transfer and Shareholders Services
Dividend Reinvestment

PERSONAL BANKING ASSISTANCE
Bank Promotions

YES Card™

BankAmericard®

Savings Programs

Automobile Leasing Program
Bank-At-Work/Direct Deposit Program

OPERATIONAL SERVICES

Cash Letter Clearings: End-Point &
Float Analyses

Coin and Currency

Collections

Money Transfer

Federal Reserve On-Line Settlement

Securities Custody

Security and Coupon Collection

Payroll Accounting

Student Loan Servicing

INVESTMENTS

Government Securities

Municipals

Federal Agency Securities

Federal Funds,

Repurchase Agreements

Commercial Paper

Certificates of Deposit

Treasury Taxand Loan Accounts

Money Desk Reviews

Portfolio Analysis Services

INTERNATIONAL BANKING

Worldwide Locations
Merchant Banking

Money Market Instruments
Letters of Credit

Foreign Exchange Transactions
Transfers and Remittances
Ex-Im Financing

MEMBER FDIC
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Commercial Lending

Solutions to Lending Problems Is Theme
Of Robert Morris* 63rd Fall Conference

URRENT lending problems and

their solutions, as well as the out-
look for the next decade, will be the
theme of the 63rd annual Fall Con-
ference of Robert Morris Associates.
The conference is set for October 30-
November 2 in New York City.

Hosted by RMA’s New York Chap-
ter, the conference will be held at the
New York Hilton. About 1,700 RMA
members and spouses are expected to
attend. Conference chairman is Howard
J. Poduska, vice chairman, Bank of
New York, and president, Bank of New
York Co., Inc.

Speakers will cover a broad range
of topics during the meeting, including
loan pricing, current accounting de-
velopment, loan management, lending
and the energy shortage, commercial
loan marketing, liquidation of real es-.
tate assets, multi-bank lending, the out-
look for foreign countries with per-
sistent current account deficits, man-
aging loan commitments and SBA
loans.

Bank regulations will be discussed
by a panel of regulators, including
Philip Coldwell of the Fed, George
LeMaistre of the FDIC and the new
Comptroller, John Heimann.

Also expected to be on the program
are Bert Lance, director, Office of Man-
agement and Budget in Washington;
Pierre Rinfret, president, Rinfret As-
sociates, New York; Ellmore C. Patter-
son, chairman, Morgan Guaranty Trust,
New York; and Harry V. Keefe, presi-
dent, Keefe, Bruyette & Woods, New
York.

Representing RMA on the podium
will be incoming president Willis F.
Rich Jr., executive vice president,
Northwestern National, Minneapolis,
and RMA Executive Vice President
Clarence R. Reed, Philadelphia.

The program for Monday, October
30, will include Mr. Patterson’s ad-
dress; a panel on current bank regula-
tion developments moderated by RMA
incoming Second Vice President M. G.
Sanchez, vice chairman, First National
of Broward County, Pompano Beach,
Fla.; and Mr. Rinfret’s address.

Mr. Rich will give the luncheon ad-
dress, which will be followed by four
concurrent panels dealing with the fol-
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lowing topics: “Recent Trends in Loan
Pricing: Innovation or Self-Destruc-
tion?” moderated by Jerry Eyler, vice
president, San Diego (Calif.) Trust &
Savings; “Current Accounting Develop-
ments: How Will They Affect Com-
mercial Lending During the Coming
Year?” moderated by John W. Ingra-
ham, vice president, Citibank, New
York; “Guidelines for Multi-Bank Lend-
ing,” moderated by Jack W. Woodbum,
executive vice president, Cleveland
Trust; and “Liquidation of Real Estate
Assets,” moderated by Joseph B. Tock-
arshewsky, vice president, Irving Trust,
New York.

Tuesday’s business activities will be-
gin with Mr. Lance’s address. Follow-
ing will be a panel discussion moder-
ated by Carl E. Reichardt, executive
vice president, Wells Fargo Bank, Los
Angeles, entitled “What’s Happening
in Lending Today.” Three concurrent
panels will discuss “Bankers and the
Energy Shortage,” moderated by Rich-
ard W. Manderbach, senior vice presi-
dent, Bank of America, San Francisco;
“SBA Loans: Do They Have a Place in
a Smaller Bank’s Loan Portfolio?” mod-
erated by David A. Wollard, president,
Southeast National, Orlando, Fla.; and
“What’s New in Commercial Loan Mar-
keting: the Changing Competitive En-
vironment of Loans,” moderated by
G. Robert Truex Jr., chairman, Rainier
National, Seattle.

The final day’s program will feature
Messrs. Reed and Keefe; a panel on
“Balance of Payments and Debt Out-
look for Countries With Persistent Cur-
rent Account Deficits,” moderated by
Frederick Heldring, president, Philadel-
phia National; and four concurrent
panels. They include “Tracking and
Managing Your Loan Commitments,”
moderated by Ralph B. Gilpatrick Jr.,
senior vice president, Mellon Bank,
Pittsburgh; two panels on “Loan Qual-
ity Control Techniques,” one for banks
under $200 million moderated by Jack
R. Crigger, executive vice president,
American National, Chattanooga, the
other for banks over $200 million mod-
erated by William S. Burt, executive
vice president, C&S National, Atlanta;
“Current Lending Problems for Banks
Over $1 Billion,” moderated by RMA

National Director Elmer L. Stone, ex-
ecutive vice president, United Califor-
nia Bank, Los Angeles; and “Current
Lending Problems for Banks Under $1
Billion” moderated by RMA National
Director James F. Nissen, president,
National Bank of Commerce, Lincoln,
Neb.

A final panel will discuss commercial
lending in the next decade. It will be
moderated by William J. Copeland,
vice chairman, Pittsburgh National.

The conference will close officially
Wednesday evening with the annual
RMA president’s reception and ban-
quet.  *

Commercial Loan Report
Published by Robert Morris

PHILADELPHIA—Robert Morris As-
sociates has published results of its
sixth annual survey of commercial loan
charge-off experience of member banks.
Statistics in the report are for the year
ending December 31, 1976.

The report is divided into two sec-
tions: domestic loans and international
loans.

Covered in the domestic section of
the RMA report are figures on gross
charge-off, recovery, net charge-off,
distribution of charge-offs by numbers
of loans and by dollar amounts in-
volved, plus a ranking of high-loss in-
dustries for the year. Data are by bank-
asset size and Federal Reserve district.

Statistics in the domestic section
were compiled from data supplied
from 877 RMA member banks, which
had average commercial loans out-
standing aggregating nearly $212 bil-
lion. That figure represents an estimat-
ed 65% of the average total domestic
commercial loans held by U. S. banks
during 1976.

The report’s international section
presents figures on gross charge-offs,
recoveries and net charge-offs for three
bank-size categories. The section also
indicates aggregate charge-off experi-
ence by country and by type of bor-
rower.

This section was compiled from re-
ports from 142 member banks, which
had average international loans and de-
posits outstanding of more than $160
billion in 1976.

A free copy of the report was sent
in May to the CEO and RMA accredit-
ed representative of each of the associ-
ation’s member banks. Other copies are
available from the RMA Order Depart-
ment, 1432 Philadelphia National Bank
Building, Philadelphia, PA 19107.
Price for the report is $5 for RMA
members and $7.50 for nonmembers.
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Now! A new CLIC program
to help you minimize apartment and
commercial mortgage risk.

Four centuries ago, William Shakespeare said, “What's past is
see forever”. .. that's CLIC's new prologue.” In modern terms, this means that experience of the
back-to-basks approach to past usually leads to the beginning of something new.

Commercial Mortgage Insurance. At CLIC, we feel that phrase aptly describes what is now
occurring in the apartment and commercial lending industry.
The experiences of 1974 and 1975 clearly indicate that no
commercial mortgage loan is insulated from the cyclical
aberrations of the nation's economy and their effect on local
markets, no matter how prudent the lender and sound his
underwriting may be.

At CLIC, we have spent afull year studying and re-evaluating
the role of commercial loan insurance and the benefits it brings
to the lending industry. The result isa new program that allows
lenders to capitalize on CLIC's experience—to enjoy the higher
yield of commercial mortgage loan lending while minimizing
risk.

Full details are available in asimple booklet that is yours free.

Simply use the coupon below or call 800-558-9900,
Extension 6815. In Wisconsin 800-242-9275.

"Even on aclear day noone can

C U C Commcrcial Mortgage Insurance
Written by Commercial loan Insurance Corporation
A Member of the MG1C investment Corporation Family

Send for free booklet explaining the new CLIC program. Use the coupon below:

Please send me a copy of your brochure describing the new CLIC program. C L I C

Name .

. Commercial Loan
Title Insurance Corporation
Firm A member of the

MGIC Investment Corporation Family

Address

. . MGIC Plaza
City State Zip Milwaukee, Wisconsin 53201
Telephone
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Communications:

Bank/'Ma Bell Co-Op
Sponsor Telephone Exhibit

“One-Hundred Years of Telephone
in Chicago” was the title of an exhibit
held in the lobby of Chicago City Bank
and sponsored by the bank and Illinois
Bell-Telephony Museum.

Visitors to the showing, which was
held during regular banking hours,
were able to review the evolution of
the telephone, beginning with Alexan-
der Graham Bell’s first experiments
with the device and continuing through
the many “milestones” leading to to-
day’s worldwide telecommunications.

The display was said to have been
the first public showing of its kind off
the premises of the Telephony Mu-
seum.

152 Feet Long:

Attention, Mr. Guinness:
Ribbon Cutting Is Record

The people at The Guinness Book
of World Records had better start
sharpening their pencils, because First
National, Des Plaines, 111, has what it
believes is a new world record for the
largest ribbon cutting!

Sixty persons were on hand to take
part in the cutting of a 152-foot-long
ribbon, which stretched across the en-
tire front of the bank’s new building.

A number of local dignitaries joined
bankers in cutting the ribbon. The
event marked the first step toward
completion of a new “superblock” con-
sisting of a 10-story office building, an
adjoining shopping mall and a multi-
level parking lot.

Just Imagine:

'Fantastic' Lobby Display
Drawn From lllusions

We all have within our minds a
world of fantasy and illusion, and it
was from this world that a crowd-
drawing display at Detroit Bank was
borrowed. The show consisted of works
of art by students from Detroit’s Cen-
ter for Creative Studies, College of Art
and Design.

Pieces in the collection, which was
on display for a one-month period dur-
ing banking hours, featured graphic
techniques and renderings in glass and
fabric. Included in the showing were
a giant jute-and-rope cactus, a corduroy
telephone and a cloth stereo system.

Rodkey Craighead (r.), pres., Detroit Bank, ex-
amines pieces in lobby display with Walter
Midener, pres.. Center for Creative Studies.
Showing consisted of graphic, fabric and glass
works of art by students of Center. Subject
matter of event was objects from the mind's
fantasy world.

Under consideration by The Guinness Book of World Records as largest ribbon-cutting is one

pictured here, which marked opening of First Nat'l,

Des Plaines, Ill. Ribbon was 152 feet in

length, required 60 persons to perform cutting ceremony.
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THE ELDORADO STREET JOURNAL

This is front page of The Eldorado Street
Journal, published by Soy Capital Bank, De-
catur, Ill., as its year-end 1976 report. Named
after street on which bank is located, report
was designed to represent newspaper, with
columns, graphs, cartoons, etc.

The Eldorado Street Journal:

Bank's Year-End Report
Takes Newspaper Form

In recent years, banks have been
“jazzing up” their annual reports to ob-
tain increased readership. They use
four-color covers to attract attention,
professional-looking inside layouts to
obtain readership and well-executed
photos, charts, graphs and other illu-
strations to enliven the statistics con-
tained in the reports.

Eye-catching reports aren’t produced
only by large banks, as evidenced by
the 1976 year-end report published by
Soy Capital Bank of Decatur, 111, a
$38.7-million-asset bank. This report
was done in the style of The Wall
Street Journal, even to using matching
masthead type. The bank’s report was
called The Eldorado Street Journal be-
cause the bank is located on East El-
dorado Street. The front page con-
tained news about plans for locating
a facility in the downtown area, and
expansion of banking hours and a re-
port on the success of direct deposit of
social security checks. In addition, there
were a graph showing deposit growth
since 1969 and a column, “Soy Sauce,”
written by Edmond J. Arseneault, the
bank’s president. The other pages con-
tained reports, also in the form of
newspaper columns, by the officers in
charge of business, real estate and in-
stallment loans and a discussion of
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With 27 checkprinting plants strategically located throughoutthe United
States and Puerto Rico, Harland is in a position to offer fast, efficient
service on beautiful, quality products to banks everywhere. Look at

the map, and you'll find 27 reasons why Harland is the second largest
and fastest growing bank stationer in the country. Then call us, and
we’ll give you even more reasons...

Atlanta. Snapfinger. Greensboro. Miami. Nashville. New Orleans. Orlando. Richmond. St. Petersburg.
Cincinnati. Columbia, S.C. San Diego. Houston. Jacksonville, Fl. St. Louis. Chicago. Birmingham. Puerto
Rico. Boston. Memphis. Dallas. Rochester. Baltimore. Milwaukee. Des Moines. San Francisco. Newark.

HARLAND

POSTOFFICEBOX 105250ATLANTA, GEORGIA 30348
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EFTS by Senior Vice President Frits
R. Pronk. Assistant Trust Officer Mar-
ian Sheehan contributed a humorous
column on various bank employees, and
there was a column devoted to staff
promotions. In addition, there were a
couple of cartoons.

A four-page insert contained state-
ments of condition, earnings, changes
in financial position and capital ac-
counts and notes to financial statements.

Specialized Services:

Bank Announces Division
For Professionals, Execs

National Bank of Commerce, San
Antonio, has announced a professional
and executive banking division, which
offers all banking services for profes-
sionals and personal services for cor-
porate executives.

William T. Hudnell, assistant vice
president, heads the new division. Mr.
Hudnell is assisted by F. Ed Guzman,
business development officer. Mr. Hud-
nell has been in banking seven years
and joined NBC in 1973, and Mr. Guz-
man joined the bank in 1971.

IHEHG-BU
e BSMill
for

mnimm

- Spacious suite
with its own
all-electric
kitchen/bar.

= Complimentary
continental
breakfast served
in your suite.

1300 N. ASTOR ST.
CHICAGO, ILL. 60610

William C. Wolf,
Gen. Mgr.

(312) 943-1111

30 FLOORS OF DRAMATIC SUITES
& MASTER BEDROOMS
where you dine
in elegance

de PARIS
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BAI Introduces Employee Opinion Survey

To Gauge Employee Feelings for Banks

ANK Administration Institute has
introduced an employee opinion
survey that is designed to gather in-
formation on employee feelings about
their own bank and to measure the re-
sults against banks of comparable size.
During its first month of availability,
the survey has been ordered by 200
banks in 41 states and has been ad-
ministered to 13,000 employees, ac-
cording to Charles M. McCurry of the
BAI staff.

Purpose of the survey is to help
bank administrators weigh the effective-
ness of management policies and prac-
tices and determine where improve-
ment can be made. Individual banks
and bank names are guaranteed ano-
nymity.

Employees, who also enjoy anonym-
ity, are asked questions on how they
feel about their orientation and train-
ing, opportunities for advancement,
communications, job satisfaction, bene-
fits, management performance, salary,
working conditions, job security, bank
policies, status/recognition and job de-
mands.

The questionnaire contains 90 state-
ments or questions, each with five pos-
sible responses ranging from positive to
somewhat-positive to neutral to some-
what-negative to negative. It is expect-
ed that some statistical and analytical
comparisons will be made available
after the data base reaches 40,000 bank
employees, Mr. McCurry said.

As part of the survey package, each
bank receives a data and interpretation
printout of its survey results and a pro-
file comparing that bank’s results with
those of other banks.

One-day educational sessions are be-
ing planned at locations around the
country as a follow-up to the survey,
according to Mr. McCurry. These meet-
ings are designed to assist banks in in-
terpreting the survey results and acting
on them.

Several trends are expected to de-
velop with respect to geographical
areas, institutions of vastly different de-
posit sizes and states with branching-
versus-unit systems.

Mr. McCurry said BAI may not be
in a position to indicate whether the
employee opinion surveys are directly
related to banking profitability, even
after the survey is completed. How-
ever, an attempt will be made to make

the determination.

For further information, contact Mr.
McCurry at BAI, P. O. Box 500, Park
Ridge, IL 60068. «

Atomic Clock Unveiled
By Boatmen's, St. Louis

ST. LOUIS—The recently opened
Boatmen’s Tower, home of Boatmen’s
National, has been equipped with what
is said to be the first commercially in-
stalled atomic standard in the world.

The clock, built by Hewlett-Packard,
Inc., Industrial Instrumentation, Inc.,
and Time-O-Matic, Inc., was initially
started via a data link to the National
Bureau of Standards, Boulder, Colo.

Accuracy of the clock is said to be
within one eleven-millionth of a second
and the clock is expected to maintain
that accuracy to within plus or minus
one second in 4,530 years. Since the
earth’s rotation is not uniform, periodic
leap second adjustments are required.

The dual-faced jet black displays,
located on the east and west plazas of
the bank’s tower, will depict the time to
one-tenth of a second, utilizing special-
ly designed gaseous neon numerals.
The electronic clock and atomic stan-
dard installed within the bank’s security
center are provided with 12 hours of
standby power in case of electrical fail-
ure.

Donald N. Brandin, chairman and
president, commented, “The Boatmen’s
clock has been a landmark for many
years. This unique new timepiece, the
most modern in the world, becomes a
new landmark, one that is in keeping
with the character of our new building,
Boatmen’s Tower, and carries on the
tradition of the Boatmen’s organiza-
tion.”

New atomic clocks grace east and west plazas
of Boatmen's Tower, home of Boatmen's Nat'l,
St. Louis.

MID-CONTINENT BANKER for August, 1977

Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



WH ERE M O N EY M EETS can be in the solid surround-

ings of tradition or in an atmosphere of contemporary flair, but the feeling must be
the same, the feeling that things of great importance take place there. We know the
feeling at Arrow Business Services. Our Design Department can give it to you in
your meeting rooms, your lobbies, throughout your facility. They and you can
choose from 16,000 square feet of custom showroom and 25,000 square feet of
active inventory right behind it. Furniture. Decor pieces and accessories. People
and paper flow systems. Even supplies.

Arrow also knows that even where money SHRROI144
meets the surroundings shouldn't cost too BUSINESS SERVICES. IN C
much money. We have a feeling we can an affiliate of Memphis Bank & Trust

11 3050 Millbranch « Memphis, Tennessee 38116
meet your needs. Call us. oou 3969861
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FTS (Electronic Funds Transfer Systems)

ATM in Kentucky Hospital
Offers 24-Hour Service
To Time-Short Employees

COVINGTON, KY.—Covington
Trust has installed an ATM in Booth
Memorial Hospital and has plans to in-
stall another ATM in St. Elizabeth Hos-
pital. The bank claims the installations
are the first to be made in hospitals in
Kentucky and the Cincinnati area.

The bank assigned a representative
to demonstrate the machine during the
first three weeks of its operation at
Booth Memorial Hospital, which em-
ploys 500 people.

The Mosler Teller-Matic Model 6200
ATM permits holders of Covington
Trust Key Cards or Master Charge
cards to deposit or withdraw money
and transfer funds. It also permits with-
drawals from Master Charge or check-
ing accounts.

David Herriman, Covington Trust
president, conceived the idea of placing
an ATM at Booth Memorial Hospital
because it’s one of the few public places
in town that is open 24 hours a day. Al-
so, its personnel have little free time to
go to a bank during the day, due to in-
tense time pressure.

The unit is located on the first floor
near the elevators. Hospital employees
were polled to determine their prefer-
ence for the machine’s location.

The ATM is connected by phone
lines with a Mosler Model 6000 Con-
troller at Central Trust Bank in Cin-
cinnati. Covington Trust is a member of
the Owl Network of financial institu-
tions originated by Central Trust.

Covington Trust’s five off premises
ATMs account for 10% of the bank’s
business and there has been a 20% in-
crease in new accounts since the first
units were installed less than two years
ago, a bank spokesman said.

Bank employee demonstrates ATM at Booth
Memorial Hospital in Covington, Ky.
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Pieper Elected SWATCHA Pres.
At Annual Meeting in Dallas

DALLAS—J. W. Pieper, senior vice
president, Frost Bank, San Antonio, was
elected president
of the Southwest-
ern Automated
Clearing House
Association
(SWATCHA) dur-
ing the associa-
tion’s annual meet-
ing in June. He
succeeds George
M. Darsey, execu-
tive vice president,
First City National,
Houston.

Elected vice president of the associa-
tion was David McLelland, vice presi-
dent and cashier, Fort Worth National.
Jeff Geeslin, senior vice president,
Austin National, was elected secretary/
treasurer.

The association began accepting
membership applications from S&Ls
and credit unions on July 1, with full
membership activities to begin Septem-
ber 1. Two board seats were allocated
to thrifts for representation.

SWATCHA covers all of Texas and
parts of Oklahoma, Louisiana and New
Mexico.

PIEPER

Central Trust of Cincinnati
Issues Check-Approval Card
For Local Shopping Center

CINCINNATI—Central Payment
Systems, a division of Central Trust,
has begun issuing the “Northgate
Check Card,” reportedly the first check-
approval card in the U. S. to be intro-
duced by a shopping center, Northgate
Mall, Hamilton County’s largest shop-
ping complex.

In addition to the Northgate card,
“Owl” debit cards issued by Central
Trust and other financial institutions
in the Owl regional ATM and check-
guarantee network will gain access to
the Central Payment Systems program.

Either the Northgate Check Card or
the Owl card may be used by a shop-
per, in conjunction with the shopper’s
personal identification number, to en-
able a store clerk to obtain a check
verification in a few seconds. Texas
Instruments” Tinet check-authorization
terminals are used in the system.

Plans for the fall of this year call
for use of the Tinet terminals in on-

line credit authorizations for Master
Charge and Visa.

To stimulate interest in the check-
verification system and encourage card
usage, Central Trust has run a promo-
tion in connection with the Northgate
card, whereby a shopper using the card
will win a 1977 Pinto station wagon.
The automobile has been displayed at
the mall, and the Northgate promotion
has been publicized as “The Smart
Way to Shop at Northgate” on radio,
billboards, mass transit and with door-
to-door flyers. In addition, a local radio
personality was on hand at Northgate
Mall to stimulate interest in the pro-
gram.

Automatic Banking Launched
With 23,000 Telephone Calls

LANSING, MICH.—American Bank
knew prior to introducing its “Ready-
Teller” automatic banking service that
most of its checking-account customers
not only approved of the idea, but
were anxious to use the service.

No, the bank didn’t use a crystal ball
to find out that information. A letter
from President H. Andrew Hays an-
nounced the imminent arrival of auto-
matic banking service and described
the advantages the service would offer
its users. That letter was followed by
telephone calls to 23,000 checking cus-
tomers asking whether or not they
wanted a ReadyTeller card. And 82%
of the customers answered in the af-
firmative.

Results of the survey were part of
newspaper ad copy American Bank
used to publicize the new service.
Booklets and folders explaining Ready-
Teller also were used to tell the public
about the new service, as were bill-
boards and bus cards. In addition, the
bank used as incentives four color tele-
vision sets, which were given away in
a drawing of customers’ names who
had taken part in a demonstration of
the operation of the ReadyTeller ma-
chines, which are Diebold TABS units.

MID-CONTINENT BANKER for August, 1977

Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



ASIMPLE
SOLUTION

TOSIMPLE
ENTEREST
BOOKKLCPI

If you're thinking about converting to There’s no need to write individual
simple interest, think about Durham Life. certificates.

Because Durham Life can tailor a com- Computerize with a Durham Life simple
plete credit insurance program around your interest insurance plan that can save you time
simple interest concept and provide the back-  and money, plus furnish you with valuable
up services that will make it effective. marketing information.

We'll show you some innovative ways The best doesn't cost any more, and it
to computerize credit life and accident and can make life a lot
health insurance on simple interest loans. * simpler.

We'll also show you ways to reduce / Call Dan Boney
paperwork as well as help eliminate today. 919/782-6110.

potential costly human errors.
In short, we offer a total service
capability backed by thirty years of

DURHAM LIFE.
THE SIMPLE SOLUTION
Dulnlcaife?n!ulr\a{!el:golm_pg Hloln>e| ;If;ig ge%SN.-CI:é?Gll
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Holding Companies

Although HCs Have Had Growth Pains,
They Will Not Disappear From Scene

By WILLIAM C. HATFIELD
President
Republic of Texas Corp.
Dallas

onceptually, bank holding

companies are far from new. As a
matter of fact, a number of the present
multibank  holding  companies—and
especially those that operate across
state lines—trace their beginnings to
the 1920s and 1930s. When businesses
begin to get big, fears are generated
among many of the uninformed who
equate bigness with evil. Bank holding
companies are no exceptions. As some
of the bank HCs expanded into other
states and other fields, pressure began
to develop for greater regulation. As
pressures increased from vocal minori-
ties and special-interest groups, Con-
gress responded with the Bank Holding
Company Act of 1956.

That act required registration of
multibank HCs and provided for limit-
ed regulation by the Fed’s Board of
Governors. It also prohibited further
expansion across state lines and re-
stricted multibank HCs to banking ac-
tivities. One-bank HCs were excluded
from coverage by the act, and before
long, many conglomerates recognized
the advantage of having a bank among
their holdings.

Again, cries were raised that com-
mon ownership of banks and nonbank-
ing companies by a holding company
gave an unfair advantage that should
be removed. Fears also were expressed
that banks were being endangered by
such association, with severe risks to
their depositors. Despite a lack of evi-
dence to support these conclusions,
Congress amended the Bank Holding
Company Act in 1970 to bring one-
bank HCs under regulation by the Fed
and to require prior approval by the
Fed before a holding company could
acquire ownership of a bank. Owner-
ship of more than 5% of the voting
stock of a corporation was set as the
guideline for determining whether a
bank or other activity required prior

This article is adapted from remarks
given by Mr. Hatfield at the recent
BAI 28th Southern Regional Conven-
tion in Dallas.
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approval. Congress also set out basic
criteria to be considered by the Fed in
determining whether acquisition of a
bank should be allowed. Although
pressure to legislate a “laundry list” of
permissible nonbanking activities was
resisted, the Fed was directed to deter-
mine such a list after suitable public
hearings.

The Fed was poorly equipped to
handle the heavy load placed on it by
the 1970 amendments to the act. Regu-
lations required under the act have
been routinely late in being promulgat-
ed. Decisions as to whether certain
activities might be retained under
“grandfather privileges” have been
months beyond the due date set by
Congress. What should have been rou-
tine decisions as to acquisitions have
been long delayed by the Fed. The
“91-Day Rule” under which an applica-
tion is deemed accepted unless a denial
is published by the Fed was routinely
ignored until a flurry of court cases
approving applications that had been
past the deadline forced action. Even
today, action on applications is delayed
as long as possible, and filing require-
ments vary from application to appli-
cation if our experience is typical. 1 am
led to believe by my associates in other
HCs that our experience is not unique.
As the number of applications has de-
clined, response has improved slightly,
but much improvement, greater im-
provement, is needed.

Initial Changes. Many people pre-
dicted that the diversified multi-bank
HC was the wave of the future and
that such companies would become
major factors in mortgage lending, fac-
toring, consumer finance, credit life in-
surance, etc. That still may happen,
but, as a matter of fact, it has not oc-
curred to date.

Many HCs ventured off into the
mortgage-company field just in time to
get caught in the decline in the real
estate market and to suffer earnings de-
clines as a result.

Others that acquired consumer fi-
nance companies found that area to be
no panacea. Factoring companies also
have had an adverse impact on some
companies’ consolidated earnings.

The message is clear that while the
fluctuation in earnings traditionally at-
tributed to banks may be moderated
by these other activities, they are dif-
ferent from what we ordinarily are fa-
miliar with in banking and require
special management expertise and tal-
ents not readily available in banking.
The bank HC that expects to acquire
a large company in one of these so-
called “bank-related” areas and staff
it with bank personnel had better think
long and hard before it acts. It’s not a
new lesson, but we need to be remind-
ed—as we so often have reminded our
customers—that there’s no substitute
for good management, whether it be
in banking or in other activities.

Bank HC Oversold? In some ways,
the multibank holding company con-
cept was oversold. In other areas, it
just has not been properly applied!

There’s no doubt that earnings can
be more stable and growth more con-
sistent if the source of those earnings
includes a wide spectrum of activities.
Thus mortgage lending, consumer lend-
ing, factoring, leasing and a host of
other activities should be just as much
a part of a holding company as is the
commercial-lending, the bond portfolio
and other traditional banking areas.

It’s equally true that substantial cost
reductions are possible through com-
bined purchasing, coordinated legal
and accounting activities and other
operating areas.

Furthermore, the HC is justi-
fied from the “convenience-and-needs”
standpoint on the basis that we can
provide broader and better services to
a larger group of consumers. | don't
doubt that that, too, is possible.

What we must do is be certain that
those services are made available and
the expense savings realized through
proper planning and clearly imple-

. . the multibank holding company has
matured. It's no panacea, but it's not a com-
plete failure either. It will continue to have its

place.”
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“1veused every correspondent
service E rst National offers.
And after 35years, success
has proventhe wisdom ofit.”

The Farmers Bank of
Clinton, Missouri is a true
success story. A correspondent
relationship with First National
Bank of Kansas City has given
it valuable extra time and
expertise to concentrate on
serving its growing community.

Mr. and Mrs. Harry Finks, Jr.,
president and vice president,
know that size determines a
bank’s method of operati<M M| A
Farmers Bank has the advantage
of a community where each;;*;
client and his business neeol? » *
are known intimately.

But the community is not
large enough to support a
computer and specialists for
just one bank’s daily needs.

Ten years ago, Harry Finks,
already established in foil
correspondent relationship with
the First, was one of the first
to take advantage of our
computers and other related
specialized services.

For his demap”eposits,
savings accountspi«l™Mificates
of deposit, dail*EEImepts
from the First save his people
time and help insure accuracv.

If your bank could benefit
from assistance with overline
loans, investments, transit
collection, bonds, international
services, trusts, cash manage-
ment and other financial
services, call the professional
staff of the First National Bank
Correspondent Department.

We take pride in the
success of the Finks and the
Farmers Bank of Clinton. Our
correspondent banking tradition
s L e o i P
tradition of excellence to work Farmers Bg,fijpf%“g@m;?.
for your success. William O. \w L First NiftioM

Tfour success is our tradition.

First .
National
Ban R oo™

An Affiliate of First National

Charter Corporation Member FDIC
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A Revealing Analysis

of Today's Important Issues
and Controversies

in BANK CAPITAL

BANK
CAPITAL

$16.50 per copy

. In _this newly-published bgok, two lead-
m_g financial specialists provide the banker
with an_in-depth analysis of what bank
capital is all about, Objectively directed
to the opposing viewpoints of bankers
and regulators, 1t focuses _on the all-im-
portant” issues of definition, function,
melasurement, and adequacy of bank cap-
ital.

_An important sectjon puts forth the
views of bankers and investors . . . and
all those who might loosely be character-
ized as subscribing to a free market view
of bank capital. X

Sources of bank capital are fully de-
scribed from the perspective of costs, and
the institutional framework of the capital
markets. The genesis of the bank holdin
company and how it relates to the ban
capital “decision are discussed in detail.
After the discussion has been couched in
a requlatory-free environment, the role
and the influence of the regulator on the
bank capital decision are introduced. .

The book_ presents the regulator’s view
on how capital serves to control and regu-
late risk. ith _emphasis on social bene-
fits and_ costs, it considers and compares
the policies and practices of the three
federal regulatory agencies . . . the Fed-
eral Reserve Board, Comptroller of the
Currency( and the .

EVERY BANK NEEDS A COPY FOR
MENT AND ITS BOARD

ORDER _YOUR COPY
DAY. IF NOT COMPLETELY SATIS-
FIED. RETURN WITHIN in DAYS AND
vniTR MONEY WILL BE REFUNDED!

TO: MID-CONTINENT BANKER
DEPT.

BOOK

408 Olive St.

St. Louis, Mo. 63102
Please send .... copy(s) of BANK CAP-
ITAL @ $16.50 each “to:
Name
Title
Bank
Address
City ... State Zip.
Check for $ ................ enclosed. i
(In Missouri_add 4%% tax—no billed

orders please.)
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merited policies. | dont mean that
every bank or other firm that’s a part
of a holding company must do exactly
the same thing in an identical manner.
If a manager is given proper responsi-
bility, and authority, he will decide to
do what’s best for the corporate whole.
If he doesnt, he isnt a good manager
and should be replaced.

What of the Future? This is an ex-
citing time to be in banking. There are
perhaps more changes afoot now in
banking than at any time in the past
half century.

Branching. | have been interested
to notice that many of the New York
bank HCs merged their subsidiary
banks once statewide branching was
allowed. Is this a signal that bank HCs
are obsolete where statewide branching
is allowed? | don’t think that necessari-
ly follows. In some small homogeneous
states, bank HCs may be superfluous
where statewide branching is allowed.
I'm convinced that in geographically
larger, more diverse states, bank HCs
will remain the preferred method of
doing business even if statewide
branching is allowed. A certain amount
of provincialism remains, and a rela-
tively local bank will retain an advan-
tage.

Also, multibank HCs remain the only
realistic way of entering these “bank-
related” fields. While they’re not a
“cure-all,” they will continue to be a
source of diversification and strength.

Multi-State Branching. Efforts have
been revived in recent years to allow
HCs and banks to cross state lines. It’s
true that our country has shrunk and
that the old prohibitions against inter-
state branching are based on obsolete
information. However, | don’t expect
to see legislation allowing such inter-
state activity in the near future. The
small city bankers who are afraid of big
city banks simply have too many votes.

EFT. The one exception to multi-
state banking could be in the area of
electronic funds transfers. We have
botched this area of banking as, initial-
ly, we have most areas. Many people
are afraid of it and few, if any, of us
recognize the full potential. Ultimately,
I believe we may have nationwide elec-
tronic banking, at least on a limited-
activity basis. It probably will come by
evolution rather than revolution.

National Banking. We have heard
a great deal about amending the Glass-
Steagall Act to allow national banks to
offer full services in states where state
legislatures have restricted bank activi-
ties. It is, of course, by the grace of this
act that national banks are subjected
to the same restrictions as state banks.
Were the act to be amended to allow
national banks to branch and offer oth-
er services, state banks would be at a

disadvantage, and state legislatures un-
doubtedly would respond with changes
allowing state banks to compete.
Should this happen, unit-banking states
would disappear. | dont expect those
changes to be made during this Con-
gress, but |1 do expect them to occur
during the next couple of years. (I re-
member how remote the “Townsend”
proposals to grant old-age pensions
seemed when | was a child.)

I also believe we will see a change
in what constitutes a branch. The old
idea of a fully capitalized brick-and-
mortar branch location is outmoded.
The branch of the future should be a
“retail-type” location, either manned
and with electronic tellers or solely
with electronic tellers. Electronic tellers
will be available on a 24-hour basis
and bank personnel—if any—will be
there only during certain hours. This
will reduce costs and provide maximum
service availability.

Reduction of costs—and above all a
knowledge of real costs—will be cru-
cial to our industry in the future. If we
are to pay interest on demand deposits,
and | feel sure we will, we must have
true costs. Too often in the past, we
have given our services away because
we really didnt know what they cost
us. (I cringe when | hear someone say
demand deposits cost us nothing.) We
can’t afford that in the future. We even
need to develop “standard costs” for
nonrevenue-producing areas that will
allow them to show a “profit.”

In summary, the multibank holding
company has matured. It’s no panacea,
but it’s not a complete failure either.
It will continue to have its place. We
will be forced to undergo continued
and frustrating regulation and will be
faced with new challenges, but that is
what makes our industry so interesting.

C. W. Howlett Named Pres.
Of Ohio Valley RMA Chapter

Clyde W. Howlett, vice president,
Old National, Evansville, Ind., has
been named 1977-78 president, Ohio
Valley Chapter, Robert Morris Asso-
ciates.

Two bankers from Ohio were elected
to top posts in that chapter. Named
vice president was Barry L. Zerkle, as-
sistant vice president, Fifth Third
Bank, Cincinnati, while Wesley F.
Cleaves, vice president, Winters Na-
tional, Dayton, O., was elected chapter
secretary/treasurer.

The chapter covers an area com-
prised of banks from Indianapolis to
Dayton, to Louisville, to Lexington,
Ky., to Evansville, Ind.
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Atlast,a

LJ,

look at

the unheard-of:
an actual overline ad.

You may have noticed that not
many banks exactly advertise the fact
that they offer overlines to their
correspondents.

But Continental Bank does. In fact,
we’re running this ad to make a bid for
overlines—from our correspondent
banks, and from a lot of other banks
wed like to have as correspondents.

We have a simple approach to each
overline request we get: if our corre-
spondent values a customer enough to
lend its legal limit, we think its overline
deserves some pretty serious considera-
tion on our part.

At Continental Bank your credit
requests don’t go from committee
to committee to committee. They go to
your account manager—one officer who
has the authority to say “yes” or “no”
on most loans. So you get your decision
fast—direct from the person who
made it.

Call John Tingleff at 312/828-2191
with your request. If we can get together
with you over an overline, Continental
might just become more important to
you overall, as a correspondent. And
that’s exactly what we’re trying to do

we’ll find away.

CONTINENTAL BANK

231 SOUTH LA SALLE STREET, CHICAGO, IL 60693

Continental Illinois National Bank and Trust Company of Chicago.
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N ew

Products
and
Services

¢ Mosler. This firm, based in Hamil-
ton, O., has introduced its 432 insulated
vault door. The door is similar in design
to Mosler’s American Il series vault
doors and is UL certified for four-hour
fire protection and meets UL ’s four-hour
hose-stream test. The 432 features a
“counterspy”  three-tumbler,  hand-
change combination lock that is UL
tested for resistance to manipulative

and radiological attack; a full clear in-
side opening handle; an automatic in-
terlock and a “no-stoop” open lever.
The 432% wall flanges will clasp a 7/2-
10-inch-thick wall without shims or ex-
tensions, according to the manufactur-
er. In addition, the door is offered with
designer-styled day gates in acrylic or
rod type. Write: Mosler, Department
PR-107, 1561 Grand Boulevard, Hamil-
ton, OH 45012.

e American Bankers Association.
“Bank Strategic Planning: A Guide for
Organizing and Managing the Process”
is a new publication from the American
Bankers Association, Washington, D. C.
According to an ABA spokesman, the
guide was written with the realization
that every bank is unique and has in-
dividual needs. The guide introduces
the central question, “Why does a bank
need long-range planning?” and then
discusses what constitutes a planning
program and provides a framework for
bankers to use in developing the plan-
ning process. The guide includes sam-
ple forms and an example of an actual
long-range plan. The guide, publica-
tion #084900, is available at $10 for
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1-3 copies, $8 for 4-10 copies and $7
for more than 10 copies. Write: ABA
Order Processing, 1120 Connecticut
Avenue, N. W., Washington, DC 20036.

« Sillcocks-Miller Co. Silcomagtm has
been announced by this Haworth, N. J.,
printer and fabricator of plastic bank-
ing and credit cards as a new develop-
ment in the area of magnetic stripes for
EFTS. Silcomag is over-laminated for
protection and is said to be scratch
proof and to eliminate head bounce. A
company spokesman indicates that,
with Silcomag, no pocket covers are
needed by card customers. The Silco-
mag panel is a “super stripe” carrying
all tracks and meets all industry specifi-
cations for encodability. Write: Sill-
cocks-Miller Co., 310 Snyder Avenue,
Berkeley Heights, NJ 07922.

¢ Bank Marketing Association.
“Your Bank—a Service for All Seasons”
and “Financial Planning for the Fam-
ily—the Pinch” are two full-color,
sound filmstrips from the Bank Market-
ing Association, Chicago. The filmstrips
have been designed to enhance a
bank’s community-relations and public-
service programs and may be used for
in-bank training purposes. The former
filmstrip concentrates on helping con-
sumers perceive how various bank ser-
vices can help them easily and effec-
tively, while the latter dramatizes how
three families who found themselves
in a financial pinch were able to re-
solve their problems through financial-
planning advice from their community
banks. Both filmstrips are available for
purchase to BMA members for $140,
or for $80 each. Write: Bank Market-
ing Association, 309 West Washington
Street, Chicago, IL 60606.

e Florida Software Systems, Inc. A
new common trust fund enhancement
has been announced by Florida Soft-
ware Systems, Inc., Orlando, for its
existing personal trust system. The new
Common Trust Fund System option is
said by the firm to be the only system
of its kind to offer master note process-
ing with automated income accruals
and distributions. The system can
handle up to 99 banks at the same time
with an unlimited number of funds per
bank and also features single-entry in-
put and automatic income reinvest-
ment. Write: Florida Software Services,
Inc., P. O. Box 2269, Orlando, FL
32802.

Marketing School Professor
Honored for Literature

Dr. Jerry Wind, faculty member,
Graduate School of Bank Marketing,
has received the Alpha Kappa Psi award
for outstanding contribution to market-
ing literature. Dr. Wind is professor of
marketing at the Wharton School of the
University of Pennsylvania, Philadel-
phia.

The first session of the Graduate
School of Bank Marketing was held
last April at Louisiana State University,
Baton Rouge.

Information about the school is avail-
able from Dr. William F. Staats, asso-
ciate director, Box 17390, Baton Rouge,
LA 70893.

Corporate
News
Roundup

» Bradford National Corp. Robert J.
Sywolski, senior vice president/market-
ing, Bradford National Corp., New York
City, has assumed the additional re-
sponsibilities of national sales manager
of Bradford National Corporate Ser-
vice, Inc., a wholly owned subsidiary.
He succeeds W. Howard Lester, who
continues as marketing consultant.
Bradford National Corp. provides fi-
nancial record-keeping and computer/
clerical processing services to financial
institutions, industrial and governmental
organizations. Mr. Sywolski joined the
firm in 1975, having formerly been sen-
ior vice president and a director, Wood,
Struthers & Winthrop, Inc., an insti-
:(L_Jtional-oriented money-management
irm.

e Scarborough & Co. J. Cornel West
has joined Scarborough & Co., Chicago-
based insurance counselor to banks. He
is in the special risks department. Most
recently, he was fire and package policy
underwriter for the Kemper Insurance
Co. He holds a B.S. degree in insur-
ance from the University of Connecti-
cut.
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|s forAttention.

Which is what you get plenty of from an Integon representative. Even after
he sets up your program and makes sure everything is running smoothly, he
still pays regular visits. To keep things that way. And if you need him in-between times, a
call wll bring him on the run.
A is also for Ability and Assistance, two more things you get with our representative.
He s a specialist in his field. Yet, he knows enough about your business to talk on your
terms. He trains your new personnel. He furnishes all the supplies you need: payment
charts, forms, certificates —even a thorough Reference Manual detailing the entire Integon
program. And all the paperwork is designed for quick and easy completion by loan officers,
not underwriters.
A is for Accounting, too. Because we can
send you a monthly computerized status report
which shows your commissions, claims, premium
income by branch and by month, plus year-to-date
totals and aggregate totals since the beginning of
your contract. So you ILknow exactly where you
stand.
And finally, A is for Attitude. You 1like ours,
especially the way our representative works close-
ly with you. To improve market penetration, cut
the loss ratio, and make your whole operation as
easy and profitable as possible.
To find out more, just place a collect call to
J. Wayne Williard, Jr., Vice-President, Credit
Insurance, at 919/725-7261. Or write him at Integon
Life Insurance Corporation, P O. Box 3199,
Winston-Salem, N. C. 27102
And get him to give you the rest of our

alphabet.
J. Wayne Williard, Jr., Vicc-President

(D INTEGON*
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Security

Can You Spot Safe-Banking Rules
That Were Broken in This Case?

By OSCAR W. JONES

THE PARADOX of modern-day
banking is that expanding opera-
tions and pressing help problems leave
little time for instituting internal con-
trol systems. Yet, ironically, these are
the very factors making controls nec-
essary.

Since your situation may be similar,
we want to tell you what happened re-
cently to a bank that couldn’t find time
to follow the suggestions of its outside
auditing firm. The resulting embezzle-
ment could lead you to believe that
rules are made to be broken.

Test yourself to see if you can spot
the rules of safe banking that were vio-
lated, not by the embezzler, but by the
bank in allowing its employee too much
freedom of operation. Write your an-
swers in the space provided and then
check them against the answers on
page 56 of this magazine.

One foggy Tuesday night not long
ago, a blond, bony bank cashier
scrawled his signature on a document,
dropped his pen in the drawer and
flicked off his desk lamp. Through the
shadowy darkness he groped his way
to his car parked out back, then sped
down the westbound asphalt of the
freeway toward a river.

Back on his office wall hung a di-
ploma from a school of banking and
various photos of his activities as a
public-spirited citizen. On the left
hand corner of his desk lay his con-
fession to an embezzlement of $372,-
615.

Hired in 1972 as an assistant cashier,
this man—we’ll call him John Doe—
had limited authority, but because only
four of the 14 employees in his bank
were men, Doe’s duties soon encom-
passed most of the bank’s operations.
He assisted in the teller cages, helped
the bookkeepers in posting, cleared the
cash letters and reconciled the corre-
spondent bank accounts.

Rule |

26

Some of his abstractions were con-
cealed in the correspondent bank ac-
count with the national bank in the
state capital. To keep his own bank’s
records straight, Doe would send a
cash letter covering his shortages.
However, the items would not be in-
cluded in the sending to the national
bank. At the monthly reconciliation,
the national bank naturally would
charge back the items not received, and
there would be a discrepancy.

Since Doe had the job of reconciling
the correspondent bank’s statement, he
would ignore this discrepancy if it was
the amount of his peculation and file
away the statement as correct and
proved. No other officer had occasion
to recheck.

Rule 11

It was easy for Doe to withold
checks for deposit by bank customers
because some large companies deposit-
ed by mail, and Doe normally went to
the post office to pick up the mail.
Over the years, he used various ac-
counts for his large-scale operation. For
example, Doe gave the customer a de-
posit slip, yet withheld the deposit and,
therefore, it was never entered by

Oscar W. Jones is director of loss-prevention
services for Scarborough & Co., Chicago-based
bank insurance spec-
ialists. In this capaci-
ty, he works closely
with banks throughout
the nation in the areas

of general bank-ac-
counting practices and
procedures, internal

controls and physical

security. Formerly an

agent with the U. S

Treasury Department,

he investigated bank-

oriented frauds and
embezzlements for a number of years in that
capacity before joining Scarborough. His back-
ground also includes eight years in banking
and eighteen years in public accounting. Mr.
Jones is a member of the ABA Audit Task
Force and is the author of numerous other
articles on the subject of bank auditing, in-
ternal controls and physical security.

bookkeeping. At statement time, to
cover up the discrepancy between the
customer’s balance and the bank’s
ledger balance, Doe typed a statement
for the customer showing the correct
balance. Naturally, since the deposit
was not in the books, the bank’s ledger
actually was off by the amount.

To convert his transactions into ne-
gotiable form, Doe put through a
fictitious check payable to himself,
drawn on a nonexistent account in an
out-of-town bank. After the check
cleared proof and went into the cash
letter, he removed it and substituted
the checks from a customer that he
previously had withheld from deposit.

Rule 111

The defalcation began November 12,
1973, in the note department when the
following entry was made in the books:

Sundry Banks $2,800.00
Cash
J. D. Crawford

Account

$2,400.00

400.00

On November 16, 1973
National Bank
Sundry Banks
By Debit-Credit

Tickets

$2,800.00
$2,800.00

On February 1, 1974
Notes Receivable—
Max Wiler
J. D. Crawford

Account
Sixth National Bank

$3,300.00

$ 500.00
2,800.00

Those figures show how the shortage
was switched from the correspondent-
bank account into the notes. The Wiler
note was secured by a savings account
in the bank, approximately double the
amount of the loan at that time. How-
ever, Wiler had absolutely no knowl-
edge of this transaction, and so the
note was a definite forgery. By May of
that year, Doe cleared out Wiler’s note
with a fictitious note of J. D. Craw-
ford.

Rule IV

To avoid any chance of an embezzle-
ment, the bank used controls for its
two bookkeepers. One of them took
care of the ledger from A to M and
the statements from M to Z, while the
other handled the ledger from M to Z
and the statements from A to M. But
this was a wasted precaution because
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DETROITBANK CORPORATION
CONSOLIDATED BALANCE SHEET

JUNE 30, 1977

ASSETS
Cash and due from banks.........c...cceeeuennee $ 301,784,000
Time deposits with other banks.................. 608,817,000
U. S. Treasury securities.................. 230,888,000
U. S. Government agency securities.......... 31,374,000
State and municipal securities................... 497,635,000
Other seCuritieS.....cccccoevviiiiiie e, 114,741,000
Total SecuritieS....... cevvveeveiviiiiieeeeeeeen, 874,638,000
Federal funds sold and securities
purchased under agreements to resell... 18,831,000
Commercial loans..........cccoceeeeeeeeeiiiiiineeennn. 897,067,000
Real estate mortgage loans.. 616,070,000
Consumer installment loans...................... 200,565,000

Total loans................... 1,713,702,000

Less valuation portion of reserve

for 10an 10SSES......covvvveeeiiiee e 22,001,000
Net loans............... 1,691,701,000
Premises and equipment..........cccoceeeevnnnen. 38,772,000
Customers’ liability on acceptances........... 17,140,000
Other assetS....ccccvvvverieriii e 69,794,000
TOTAL. it et $3,621,477°000
LIABILITIES

Demand deposits........ e ———————— $ 800,703,000
Savings and personal time deposits........... 1,898,508,000
Other time depositS........ccceevveeeennen. . 181,976,000
Deposits in foreign offices..........ccevvrnnnnn. 62,713,000

Total depoSitS......cccveeviiereiiiiie e 2,943,900,000

Federal funds borrowed and securities

sold under agreements to repurchase... 259,152,000
Commercial paper outstanding and

other borrowed funds..........ccccooierieennn. 72,403,000
Acceptances outstanding.. 17,140,000
Other liabilities................... 82,750,000

Total liabilitieS....cccees wevveeeveieerierieiiannes 3,375,345,000
SHAREHOLDERS’ EQUITY
Preferred stock—no par value;
500,000 shares authorized,
none issued.........ccceeeveieeennnns .
Common stock—$10 par value;

10,000,000 shares authorized,

4,250,934 shares issued...........ccceeeeuneen. 42,509,000
SUIPIUS. ettt 114,373,000
Retained earnings...........cccveeeunes 89,250,000

Total shareholders’ equity 246,132,000

$3,621,477,000

On June 30, 1977 securities having a par value of
$111,379,000 were pledged where permitted or required by
law to secure liabilities and public and other deposits totaling
$41,181,000 including deposits of the State of Michigan
0f$10,389,000. Standby letters of credit amounted to
$17,233,000 as of the same date.

BOARD OF DIRECTORS

E. A. Cafiero
President—Chrysler Corporation

Walker L. Cisler
Retired Chairman—
The Detroit Edison Company

Frank A. Colombo
Retired Executive Vice President—
The J. L. Hudson Company

Rodkey Craighead
President

Hugh C. Daly
Vice Chairman—
American Natural Resources Company

Louis A. Fisher
Director

Walter B. Ford Il
Chairman—
Ford & Earl Design Associates, Incorporated

Edward J. Giblin
President—Ex-Cell-0 Corporation

Oscar A. Lundin
Retired Vice Chairman—
General Motors Corporation

Donald R. Mandich
Executive Vice President—
The Detroit Bank and Trust Company

James McMillan
Director

Paul S. Mirabito
President—Burroughs Corporation

E. Joseph Moore
President—
Detroit Ball Bearing Company of Michigan

Paul W. O’Malley
Chairman and President—
Essex International, Incorporated

Raymond T. Perring
Retired Chairman

H. Lynn Pierson )
Retired Chairman—Dura Corporation

Robert F. Roelofs
President—
Macomb County Community College

Alan E. Schwartz
Senior Partner—
Honigman, Miller, Schwartz and Cohn

W. Warren Shelden
Director

C. Boyd Stockmeyer
Chairman

Arbie O. Thalacker
Chairman— .
Detrex Chemical Industries, Incorporated

Cleveland Thurber
Counsel—
Miller, Canfield, Paddock and Stone

William R. Yaw
President—Wabeek Corporation

DETROITBANK
CORPORATION

The Indian head leads you to Detroit’s first family of banks.

MID-CONTINENT BANKER for August, 1977 27

Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



Let our

billion dollar
organization
help your bank
profit. Call

Lynn Mosley (205/832-8588),
president of First Alabama
Bancshares, Inc.

Affiliate Banks

First Alabama Bank of Montgomery, N.A.
First Alabama Bank of Birmingham

First Alabama Bank of Huntsville, N.A.
First Alabama Bank of Tuscaloosa, N.A.
First Alabama Bank of Dothan

First Alabama Bank of Selma, N.A.

First Alabama Bank of Gadsden, N.A.
First Alabama Bank of Athens, N.A.

First Alabama Bank of Baldwin County, N.A.
First Alabama Bank of Guntersville

First Alabama Bank of Hartselle

First Alabama Bank of Phenix City, N.A.
First Alabama Bank of Mobile County

TEMPORARY
BANKING
FACILITIES

FOR SALE
OR LEASE

MPA SYSTEMS 4120 RIO BRAVO

EL PASO, TEXAS 79002
(915) 542-1345

the bank allowed Doe to have charge
of mailing the statements and to have
access to the records.

If an entry was unorthodox, the other
employees were reluctant to question
what Doe did since he was “their boss”
with the power of hiring and firing.

Rule V

By June of this year, the bank’s
president found enough time to ar-
range for an outside auditor to imple-
ment a system of internal controls in
the bank. When Doe heard the news,
he hopped in his car and drove west-
ward, leaving a confession on his desk.
Although he has not been heard from
since, his confession clearly indicates
his intentions.

.. | tried to save my wife and
children from this mess, but now
it’s too late. Please tell them 1| did
this all for them. | can’t pay back
the money | have taken, and |
cant look anyone in the eye any
more. By tomorrow, my body
should be at the bottom of the
river. . ..

(On page 56 you will find the rules
of safe banking broken in this case.)

Nat'l Bank Card Convention
Set for Atlanta in Sept.

WASHINGTON—The 1977 Na-
tional Bank Card Convention, spon-
sored by ABA, will be held September
11-14 at the Peachtree Plaza, Atlanta.
Theme of the meeting is “Change—A
Positive Force.”

Emphasis of the convention will be
on duality, legislation and EFT. Among
the speakers will be ABA President-
Elect A. A “Bud” Milligan, president,
Bank of A. Levy, Oxnard, Calif.; John
Reynolds, president and CEO, Inter-
bank Card Assh, New York; Dee W.
Hock, president, VISA, USA, San Fran-
cisco; Reverend Norman Vincent Peale;
Lewis Taffer, counsel to the U. S. Sen-
ate Consumer Affairs Subcommittee;
and former Comptroller of the Currency
James Smith, executive vice president,
First Chicago Corp.

For information, contact Valerie Pur-
year, Bank Card Division, ABA, 1120
Connecticut Ave., N. W., Washington,
DC 20036.
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This advertisement is neither an offer to sell nor a solicitation of offers to buy any of these securities.
The offering is made only by the Prospectus.

NEW ISSUE June 24,1977

$250,000,000

CITICORP
©

8%% Notes Due July 1, 2007

Price 99%

plus accrued interest from July 1,1977

Copies of the Prospectus may be obtained from any of the several underwriters,
including the undersigned, only in States in which such underwriters are qualified
to act as dealers in securities and in which the Prospectus may legally be distributed.

The First Boston Corporation  Goldman, Sachs & Co. Merrill Lynch, Pierce, Fenner & Smith

Incorporated
Morgan Stanley & Co. Salomon Brothers
Incorporated
Bache Halsey Stuart Inc. Blyth Eastman Dillon & Co. Dillon, Read & Co. Inc.

Incorporated

Donaldson, Lufkin & Jenrette Drexel Burnham Lambert Hornblower, Weeks, Noyes & Trask

Securities Corparation incorporatd Incorporated
E. F. Hutton & Company Inc. Keefe, Bruyette & Woods, Inc. Kidder,I Peabotd & Co.
ncorporate
Kuhn Loeb & Co. Lazard Fréres & Co. Lehman Brothers Loeb Rhoades & Co. Inc.
Incorporated Incorporated
Paine, Webber, Jackson & Curtis Reynolds Securities Inc. M. A. Schapiro & Co., Inc.
Incorporated
Smith Barney, Harris Upham & Co. Warburg Paribas Becker Wertheim & Co., Inc.
Incorporated Incorporated
White,Weld & Co. Dean Witter & Co. Bear, Stearns & Co. Shearson Hayden Stone Inc.
Incorporated Incorporated
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Operations

National Organization Is Formed
To Reduce Bad-Check Crimes

w bad checks is the best

»V job | ever had. | ripped off
$60,000-$70,000 in less than a year.
Now they convict me for a few checks,
but they drop all the other charges—
like the ones | write waiting for the
trial. So | do a few months and when
I get out, I’ll go right back to it.”

The speaker is a young man about
to be convicted after a nine-month
spree of check frauds. In a moment of
candor outside the courtroom, he al-
ready is speaking of returning to the
street after a brief jail term. The time
behind bars wont be long enough for
him to relive all his memories of $250
suits, alligator shoes and new cars, all
financed by bad checks.

Why is writing bad checks so easy
and so lucrative a crime? Partly be-
cause of the lack of policies and pro-
cedures at some banks and partly be-
cause the law on paper crime does not
serve the public.

Some banks fail to take simple pre-
cautions before issuing a book of start-
er checks. As a result, they are blamed
for much of the bad-check problem
experienced in the nation today. Many
merchants cling to the belief that any-
one with a minimal amount of cash
can open a checking account at most
banks and receive from 200 to 400
printed checks. Certainly, much of this
criticism is unfounded because many
banks, in an effort to protect them-
selves as well as the communities they
serve, feel it’s incumbent on them to
verify the honest intentions of a new
account holder before issuing starter
checks and submitting an order for
printed checks.

Systems have been devised to help
a bank employee determine an account
opener’s intentions. However, the em-
ployee can verify just the information
provided by the account opener. The
individual with dishonest intentions is
going to relay only that information
that would enhance his cause. He
hardly would indicate that “this is the
eighth bank account I've opened this
month.”

Bad-check crime is growing at an
alarming pace; much higher, it’s said,
than the national crime rate. For in-

stance, some estimates are that bad
checks will increase more than 25%
30

this year and will result in losses ex-
ceeding $1.2 billion.

What can be done? Telecheck be-
lieves it has the answer. Telecheck is
a national computer-oriented organiza-
tion with operations in 27 major United
States and Canadian metropolitan areas.
Its primary function is to help reduce
risk of loss from personal checks ac-
cepted as cash in payment for goods
or services, but Telecheck also offers
a specialized service exclusively for
banks. This special service reduces risk
of loss on new accounts by screening
applicants through Telecheck as part
of the account-opening process. Clear-
ing new accounts with Telecheck per-
mits banks to refuse to open or at least
“flag” a potentially troublesome account
and eliminate a large accumulation of
service charges and other related types
of profit draining.

On a conservative basis, it would be
assumed that each bank in the nation
closes a minimum of 10 accounts for
cause each month, with the cost of
opening, servicing and closing each
such account estimated to be $43.
Where do holders of these accounts go
after their accounts have been closed
for cause? Quite simply, they go down
the street to another bank and open
another checking account. That same
bank down the street also is closing ac-
counts for cause. Where do those ac-
count holders go? Some of them even
may go back up the street to the orig-
inal bank and open new checking ac-
counts. Banks in the nation then are
trading undesirable checking accounts
each month in much the same manner
sports teams trade players. The bad-
check writers are still in the league;
theyre just carrying different check-
books.

Telecheck’s computerized data bank
maintains a list of those individuals
with previous accounts closed for cause
at other banks. A quick, 30-second tele-
phone inquiry by a participating bank
avails it of this information. Should the
inquiry reveal a previous undesirable
history, then, obviously, the inquiring
bank doesn’t open the account.

If an account holder was not profit-
able to another bank or banks, it’s not
logical to assume he suddenly will be-
come profitable for the inquiring bank.

Because of this vast interchange of in-
formation, no longer is it necessary for
a bank to wait until it has experience
with an account holder to determine
his desirability. By sharing the expe-
rience of other banks, a bank can learn
whether an account is a good one be-
fore it’s opened.

This unusual exchange of informa-
tion is warranted by Telecheck. Should
it become necessary to close an ac-
count for cause, after having received
an approval from Telecheck, the bank
then is reimbursed for its losses in
keeping with its preestablished agree-
ment.

All this serves to enhance a bank’s
public image. Merchants appreciate the
fact that banks screen applicants to de-
termine their intentions prior to open-
ing the account. Participating banks
are pleased in that short-term unfavor-
able accounts virtually are eliminated;
time-consuming paper work associated
with bad-check activity becomes less
of a problem, and collection expense
and write-offs are greatly reduced, re-
sulting in greater profits for the bank.
In addition, many old debts are re-
covered by the bank. For the first time,
an undesirable account holder has an
incentive to pay his previous banks
their uncollected service charges. Tele-
check refuses to approve their checks
and checking accounts until they have
made restitution. Free skip-tracing in-
formation on charged-off loans also is
provided participating banks.

According to a Telecheck spokesman,
its services are being used by large,
medium-size and small banks. He adds
that fees Telecheck charges banks are
nominal and are set individually by the
Telecheck franchise in each city.

As bad-check passers find it increas-
ingly difficult to open checking ac-
counts with which to perpetuate their
bad habits, they tend to “clean up their
act” or seek another city in which to
operate. Either way, the entire com-
munity benefits, ¢ o

Sullivan Named MACHA Head;
Rossan Elected Its V.P.

KANSAS CITY—John J. Sullivan
Jr. has been elected president, Mid-
America Automated Clearing House As-
sociation (MACHA) for 1977. Mr. Sul-
livan is president and CEO, MidAmeri-
can Bank, Roeland Park, Kan.

Paul B. Rossan, senior vice president,
First National, Kansas City, is the new
MACHA vice president. Robert E.
Hogue, senior vice president, Liberty
National, Oklahoma City, continues as
treasurer.
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How to lickyour money order
processing problems.

First, make sure they’re Financial
Institution Money Orders (FIMO)
from American Express.®

After that, simply put a stamp on
a weekly report and mail it to us. We’ll
do all the costly reconciling, storing,
ordering and filing. We’ll even run
down exception items and handle all
time-consuming refunds.

And you know what that means.
Backroom work eliminated, no refund
handling. Reduced cost and boosted
profit from an historically low-profit
but necessary customer service.

As for your customers, they’ll like
FIMCfas much as you do. Because
FIMO can be issued in under a min-
ute, it saves a lot of waiting.

It all adds up to greater profit, less
costly paper work, and added custom-
er satisfaction.

To show you exactly how less
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FIMOstory, just mail the coupon to:
Mr. Gil Rosenwald, Director of
Money Order Sales Development,
American Express Company,

expensive our FIMO system is,

American Express would like to do a

financial analysis of your present

system. And then, together, we’ll

work out afavorable programinclud-  American Express Plaza, New York,

ing the per-item charge. N.Y. 10004. Or call him collect at
To look further into the profitable (212) 480-3226.

G il Rosenwald, Director of Money Order Sales Development Bm®1
American Express Company, American Express Plaza, N.Y., N.Y. 10004

The FIMO story interests me very much. O | am interested in discuss-
ing a financial analysis. O Please send more FIMO information.

Name
InstitutionsName
Address

.mmm/mtjtr-------—--— -)ie,tar,su

Zip ~9ec iB ?SBI 1

~“American Express FIMO.The money-making money order.
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think, also, about a
major Regional Bank!

Many people, when they “think Mississippi”, have in
mind a civil war battlefield, or one of our state’s
beautiful antebellum homes, or fields of cotton, or
some other historic or scenic feature for which
Mississippi has long been famous.

But, there are many other things to think about in
Mississippi today: An economic growth rate much
greater than the national average. A predicted
increase in non-agricultural employment of 13.5 per
cent for the next three years. And, Mississippi's

DEPOSIT
GUARANTY

NATIONAL BANK wember Fouc.
Jackson ¢ Centreville « Greenville
Greenwood « McComb ¢« Montjcello
Natchez « Newhebron « and
offices in Clinton and Pearl.
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largest commercial bank - now reporting over

$1 billion in total assets - with the capability of
handling virtually any need you or yotir customers
may have for special services in Mississippi.

A call to the Regional Bank Officer serving your area
will bring you the kind of prompt and efficient
service you expect from a major regional bank.

The Correspondent Department
of Mississippi's Regional Bank

Barney H Jacks Jim Crawford

Senior Vice President and Manager Southwest Mississippi
Bill Lond & Louisiana
Northwest Mississippi Ed Keeton

& Arkansas Northeast Mississippi,
Joel Varner West Tennessee &

Southeast Mississippi Northwest Alabama

& Southwest Alabama

Main Office: Jackson, Mississippi
Area Code 601 354-8076
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The Tax Reform Act of 1976
How Does It Affect Agriculture?

ARM PEOPLE were in the fore-
front last year when the Tax Reform
Act of 1976 made it through Congress
and to the President’s desk on October
4. Many farm wives had become irate
over what they
viewed as unfair
federal estate tax
treatment of joint-
ly owned property
(joint tenancy or
tenancy by the
entirety). Others
were pushing for
an increase in the
$60,000 exemption
to the $200,000
level.

Neither sur-
vived in proposed form. The $60,000
exemption was eliminated, and a new
credit took its place. The joint-tenancy
rule was changed—but only for new
joint tenancies created after 1976.
Those are only two of the many
changes in the 1976 tax bill.

In general, the federal estate tax
part of the legislation raised the thresh-
old of tax pain for small and medium-
sized estates—especially those under a
half-million dollars in size. Large es-
tates—over $1,000,000—gained little
from the new bill.

For all estates—especially farm es-
tates—the big minus is the new set of
rules for handling gain on property at
death. This one promises eventually to
offset a large part of the benefit from
the new tax rates, higher marital de-
duction and the new unified credit.

The Joint-Tenancy Problem. Perhaps
the greatest single problem in farm es-
tate planning in recent years has been
joint tenancy. It’s been almost epi-
demic in many states for ownership of
farm land.

The chief distinguishing characteris-
tic of joint tenancy—right of survivor-
ship with the survivor owning the en-

* Neil E. Harl is Charles F. Curtiss distin-
guished professor in agriculture and pro-
fessor of economics, lowa State University,
Ames. He is an attorney and a member of
the lowa Bar.

By NEIL E. HARL*

tire property—means the order of
death can be crucial. That’s especially
true for joint tenancies between per-
sons other than spouses.

But the big traps of joint tenancy
come from federal estate and federal
gift tax complications. And that’s not
likely to change much under the new
tax bill. First, a look at the old rule for
federal estate tax—and the old rule
continues to be applicable except
where the new rule applies.

e One hundred percent of the value
of joint tenancy (or tenancy by the en-
tirety) property is subject to federal es-
tate tax in the estate of the first to die
except to the extent the survivor can
prove contribution toward acquisition
of the property or payments on in-
debtedness. And that may be difficult
to do, especially if the wife survives.
The survivor may be able to show con-
tribution from outside employment, a
gift or inheritance. Otherwise, it tends
to be an uphill battle.

¢ At the death of the survivor, the
property is hit again with federal es-
tate tax. For many couples, if the hus-
band dies first, joint-tenancy ownership
means 100% of the value taxed at the
first death and 100% at the survivor’s

death. The second time around is the
painful one—the big tax bite nearly al-
ways comes at the death of the sur-
vivor.

The new rule on joint tenancy re-
moves the part about the survivor’s
previous contribution toward acquisi-
tion of the property. There’s a new
“fractional-interest” rule—half is taxed
at the first death for husband-wife joint
tenancies created after 1976. There’s
another requirement—the transaction
creating the joint tenancy must have
been subject to federal gift tax. Most
are. The big exception is land (bank
accounts and U. S. government savings
bonds also are exceptions). Husband-
wife acquisitions of land in joint ten-
ancy havent been subject to federal
gift tax since 1954—unless reported as
a gift on a timely filed gift tax return.

That’s why it’s important for a ques-
tion to be raised in all husband-wife
acquisitions starting in 1977 as to
whether joint tenancy should be used
and, if so, whether it should be report-
ed as a gift in order for the “fractional-
interest” rule to be available at the first
death.

After a close look at joint tenancy,
many find it’s not the best co-owner-
ship choice after all. For those with
estates likely to grow into taxable ter-

Figure 1

Land owned in joint tenancy
by Husband and Wife
(Husband provided funds)

Husband's
alone
Pre-1955 Gift of 50%
Acquisition  from Wto H
Post-1954
Acquisition No gift
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Gift of 50%
from Hto W

severed into

Tenancy in Wife's
Common alone
Gift of 50%
No gift from H to W

Gift of 100%0
from Hto W
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ritory, tenancy in common often looks
like a far better bit.

Severing Joint Tenancies. Along with
raising the question on new property
acquisitions, there’s the matter of exist-
ing joint tenancies. Should they be
terminated? That may appear to be a
sound planning move. But watch the
possible gift tax problems on breaking
up or severing old joint tenancies.

For personal property in joint tenan-
cy except for bank accounts and U. S.
government savings bonds, there’s a
gift on creation of the joint tenancy if
contributions are unequal. In those in-
stances, the joint tenancy can be

Figure 2.

Husband------- > Wife

severed into tenancy in common with-
out a further gift.

For land, the situation is a bit more
complex. As noted in Figure 1 on page
33, it depends on whether the property
was acquired after 1954 (no gift on
creation of a joint tenancy by a hus-
band and wife unless specifically re-
ported as a gift on a timely filed gift
tax return) or before (the gift, if any,
took place on acquisition).

That means land acquired and paid
for before 1955 in joint tenancy can be
severed into tenancy in common with-
out a gift. Moving the land into the
husband’s name alone would trigger

Model |

A (amount qualifying for
the marital deduction)

B (for life)

Children

Figure 3. Model I

Will For _

life Children
Husband’s Wife’s
Property property

Figure 4. Modified Model I

(Assumes husband’s and wife’s shares are equal during their
life, and husband dies first with property passing by will to

the wife, as indicated).

Will For
life -B
Will Marital A
deduction
Marital
deduction
Husband’s Wife’s
-share of Wife - share of
estate estate
Husband
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a gift of 50% of fair market value from
the wife to the husband. Shifting title
to the wife’s name alone would involve
a gift of 50%—from husband to wife.

Acquisitions after 1954 come under
a special rule. For husband-wife joint
tenancies, it wasnt a gift at the time
unless reported as a gift. And most
werent. With no gift reported, sever-
ance of the joint tenancy triggers a gift
unless the land is returned to whoever
provided the funds. So if the husband
paid for the land out of his income, the
joint tenancy could be severed into his
name without a gift as shown. Creat-
ing a tenancy in common would mean
a 50% gift to the wife. Placing title in
her name alone would result in a gift
of 100% of fair market value from hus-
band to wife.

Severance of joint tenancies often oc-
curs as a deliberate move after consid-
erable planning. But it can happen in-
advertently. Transfer of joint-tenancy
land in exchange for a partnership in-
terest or corporate stock may trigger
a severance. Sale of land in joint ten-
ancy may lead to severance even
though the note and mortgage taken
back by the seller are in joint tenancy.
The same result appears likely for sale
of joint-tenancy land under a land con-
tract that also is in joint tenancy. Re-
member, the special rule for no gift on
husband-wife joint tenancies after 1954
applies only to land. And corporate
stock, partnership shares, notes and
mortgages and land contracts aren’t
land.

Planning Property Otvnership to
Save Death Tax. As noted above, one
of the major tax problems with joint
tenancy is that it loads the survivor
with the property and runs up the fed-
eral estate tax bill the second time
around. At the first death, even with
property in joint tenancy, availability
of the marital deduction (now the
greater of $250,000 or 50% of the es-
tate less settlement costs and debts)
keeps the federal estate tax liability
down. But at the second death, with
no marital deduction (unless the sur-
vivor remarries), the federal estate tax
liability skyrockets.

By severing joint tenancy, for those
with estates likely to be in tax territory,
it’s possible to do some planning to re-
duce the federal estate tax at the sec-
ond death. Basically, there are two
ways to do it—with a third variation
that’s generally the safest and surest
way to end up with the most dollars
after both estates are settled.

Model |—This one operates with
two assumptions: The husband must
own the property, and he must die
first. Figure 2 on this page shows how
it works:

(Continued on page 66)
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C. A Vines (I.) and A. M.
prime movers behind Commercial of Little
Rock's entrance into agri-market, stand in
front of Mr. Feland's Southern Farmers Assn,
warehouse.

Feland IIl, two

Commercial Nat'l of Little Rock's agribusiness
department head, Everett Tucker Il (r.) and
Lonoke County, Ark., farmer John Tull are
pictured in one of Mr. Tull's top rice fields.

At Commercial Nat'l of Little Rock

Officers, Directors, Trust Department
Involved in Commitment to Agriculture

griculture is vitally important
A to the economic well-being of Ar-
kansas. There are 69,000 farms in the
state, occupying about 18 million acres,
or over half the land area. The value of
production from Arkansas crops and
livestock exceeds $2 billion every year,
placing Arkansas 15th in the country.

The state ranks first in production of
rice and commercial broilers, third in
production of eggs, fourth in cotton and
fifth in soybeans. Six of the products—
soybeans, broilers, rice, cattle and
calves, cotton and eggs—bring in over
$100 million annually.

With this in mind, Commercial Na-
tional of Little Rock, in late 1975, made
a long-term commitment to serve agri-
culture in a big way in Arkansas. The
next year, the bank underscored this
commitment when William H. Rowen,
CNR president, announced formation
of an agribusiness department to pro-
vide specialized financial services for
farmers and agribusinessmen. In mak-
ing the announcement, Mr. Bowen de-
clared that “we would neglect about
50% of our economic spectrum if we
did not make a service commitment to
agriculture.”

Board Strong in Agriculture. Com-
mercial National was no stranger to
agriculture, however, and the launching
of the new department was facilitated
by the contribution of the agricultural
expertise and leadership serving on its
board. One board member from the
agribusiness section is A. M. Feland IIl,

MID-CONTINENT BANKER for August,

By EVERETT TUCKER I
Agribusiness Liaison Officer
Commercial National Bank

Little Rock

executive vice president and general
manager of Southern Farmers Associa-
tion, an organization that supplies farm
products to 82 farmer co-ops in Arkan-
sas and Louisiana. Mr. Feland, a prime
mover behind formation of the depart-
ment, is optimistic about the future of
agriculture and banking in Arkansas.
He stresses that “the use of capital in
agriculture has grown faster than in
any other industry and will continue to
do so. Serving agriculture should be a
natural inclination for a commercial
bank.”

Other directors involved in agricul-
ture include Vice Chairman William H.
McLean, chief executive officer of the
2,600-acre Rob Roy Plantation in Jef-
ferson County, Ark.; James M. Duna-
way, president, Thibault Milling Co.,
a manufacturer and distributor of feeds
and grain products; and Richard
HiendImayr, vice president, Olin Corp.
Olin maintains the international head-

Everett “Rett” Tucker 111, a CPA, heads
Commercial Nat’l of Little Rock’ agri-
business effort by serving as liaison be-
tween agricultural customers and the var-
ious services offered by the bank. He holds
a B.S. in commerce from Washington and
Lee University, Lexington, Va.,, and an
M.B.A. from the University of Arkansas.

1977

Bill Estes () of Commercial Nat'l of Little
Rock's trust department examines soybeans
with J. P. McRae of Scott, Ark., as tractor (in
background) sprays for grass and weed con-
trol.

quarters of its giant agri-division in
Little Rock.

A Consultant Retained. To this res-
ervoir of talent, CNB added the ser-
vices of C. A. Vines, a leader with un-
paralleled stature in Arkansas’ agricul-
tural community. Mr. Vines served as
director of the state’s Cooperative Ex-
tension Service for 25 years. He be-
lieves that agriculture will be the
world’s principal growth industry dur-
ing the last quarter of this century.

Mr. Vines has commented that “two
recent world food conferences in Rome,
Italy and Ames, la., have shocked the
public with facts on the food situation.
As world population continues to in-
crease, agriculture will play a role more
important than ever dreamed of be-
fore. The United States cannot insulate
itself from the world problem of food.
We must and will emerge as the world
leader in exporting both food and tech-
nology to other countries.” Mr. Vines
has shared his experience in agriculture
by counseling with many of the bank’s
customers.

Farmers Chief Concern: Credit.
The overwhelming financial concern of
today’s farmer is his source of credit.
Mr. Vines explains that “the American
farmer has continued to substitute cap-
ital for labor. This has taken place in
the form of machinery, chemicals, fuel,
land and buildings. Production costs
have advanced to the point that the
investment per farm is staggering.
These changes have brought about a
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completely new role for agricultural
credit. A dependable source of credit
is for many farmers their most impor-
tant asset.”

Just as farm credit has grown in vol-
ume, it has become more complex.
These complexities challenge banks to
join hands with other credit institutions
and together help the American farmer
continue to be the most efficient in the
world. CNB demonstrated its support
of the Farm Credit System early in
1977 by putting together a $10-million
backup line of credit for the Federal
Intermediate Credit Bank of St. Louis.
The FICB is the parent bank that
serves the 14 Production Credit as-
sociations in Arkansas.

Ed Henry, senior vice president,
heads agricultural lending at CNB.
Through managerial involvement and
part ownership of a substantial farm
operation near Altheimer, Ark., he can
call on actual farming experience in
giving financial guidance to customers.
It’s his conviction that a farmer and
his banker must have a mutual respect
for each other before they can progress
in attacking the credit question. He
says, “We look at a farmer’s managerial
ability and integrity, in addition to his
financial strength and farming history.”

One of the state’s top cotton pro-
ducers is Edward P. Mahaffy of the
Lakewood Plantation at Swan Lake.
His 5,000 total acres make his credit
needs immense, just for crop produc-
tion. Add to that a cotton gin opera-
tion, an anhydrous ammonia bulk plant
and an insecticide formulating plant and
the complexity of his financial picture
increases. Mr. Henry and | worked
with Artie Seidenschwarz, president,
and Don Underwood, vice president,
of CNB’s correspondent bank, Farmers
& Merchants of Stuttgart, to arrange a
financing package to fit Mr. Mahaffy’s
needs.

In March, 1976, the farm community
of Cabot, Ark., was ravaged by a tor-
nado that destroyed many of the town’s
buildings. Strapped by increased loan
demand to rebuild, the Bank of Cabot
looked to Commercial National for loan
support. CNB has taken, on a partici-
pating basis, a number of agricultural
loans, including dairy, livestock and
crop production. Cabot banker Randy
Minton says his bank turned to Com-
mercial National because of its “total
understanding of the agri-sector.”

John E. Tull Jr. of Lonoke, Ark.,
grows rice and soybeans on his 1,800-
acre operation for the purpose of selling
the seeds to several hundred farmers in
the area each spring. His financing
needs are such that he requires a pro-
duction loan until his crops have been
harvested, at which time he secures a
commodity loan to carry him until the
seed is sold in May. Mr. Tull, whose
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Commercial Nat'l of Little Rock's Ed Henry (r.)
visits with farmer Ed Mahaffy (c.) and Don
Underwood, v.p., Farmers & Merchants Bank,
Stuttgart, Ark. Picture, taken July 1, is indica-
tive of kind of cotton yield Mr. MahafFy has
enjoyed over the years.

family has farmed near Lonoke since
1914, is a customer of CNB’s trust,
money management and safekeeping
departments, in addition to being a bor-
rower and depositor.

Three of the credit deals described
—the FICB line of credit, Mr. Ma-
haffy’s financing package and the loan
support for the Bank of Cabot—could
not have been possible without CNB’s
strong relationship with many banks
throughout Arkansas. Norman Farris,
executive vice president of Commercial
National, has watched correspondent
bank deposits grow 50% since 1972,
when he assumed responsibility for cor-
respondent banking. He contends that
“by working closely with our correspon-
dent banks and making funds available
for crop overline loans, it brings us
closer to them and serves a dramatic
need.” With bank relationships in every
county in Arkansas, CNB can serve
farmers in every comer of the state.

Estate Planning Important. Next to
lending, the service area where banks
can be most helpful to farmers is the
trust department. Estate planning prob-
ably is more important to farmers than
to any other segment of the population.
Over a lifetime, they accumulate large
amounts of fixed assets (land and
equipment) and often relatively small
amounts of liquid assets (cash, stocks
and bonds, etc.) with which to pay es-
tate taxes. With proper planning, a pro-
fessional can help minimize these taxes
so that a farm estate can be kept in-
tact for future generations.

Bill Estes, senior vice president of
CNB’s trust department, has worked
in farm estate planning and farm trust
management for 13 years. He says that
he “believes in the farm unit as a trust
investment.” CNB’s trust department is
available for farm management either
through direct operating supervision or
through use of qualified tenants on

either a cash-rent or crop-share basis.

One farmer with whom Mr. Estes
has worked closely is J. P. McRae of
Scott, Ark. An estate plan was struc-
tured to suit Mr. McRae’s desires and
placed in the hands of an attorney. An
investment plan was devised to give
him a maximum, yet secure, return on
some idle funds. Mr. McRae, whose
cotton and soybean farm is only 15
miles from downtown Little Rock, was
also in need of a retirement plan, which
Mr. Estes established in his name.

In addition to active farmers, Mr.
Estes has worked with several owners
of farmland who are out of farming
and have no heirs interested in pursu-
ing it. Another example of his efforts in
the trust field is the profit-sharing plan
he set up for a large implement dealer.
CNB also will serve as trustee of a
pension plan for the concern. Mr. Estes
believes the potential for trust services
in agriculture is unlimited.

Future Bright. After spending one
year in the agricultural banking busi-
ness, Commercial National is well on
its way to becoming a leader in the
field. Mr. Vines, consultant to the de-
partment, commented that “Commer-
cial has accepted a great responsibility
in this important area of our total econ-
omy. The bank is expanding services on
a sound basis to assist farmers and
agricultural businesses with their many
complex needs.”

Because of board leadership and the
experience and expertise within the
bank, Commercial National obviously
has the capability and capacity to serve
agriculture. Most importantly, however,
CNB has made the necessary commit--
ment to serve agriculture. It is on this
foundation that the bank intends to
grow. ¢ *

Commerce of Kansas City
Signs CU as VISA Agent

KANSAS CITY—Commerce Bank
has signed the Public School Employ-
ees Credit Union as a Visa agent,
marking what is reported to be the
first such relationship between a com-
mercial bank and a state-chartered CU.

Commerce Bank’s sponsorship of the
Kansas CU’s Visa program came after
a series of revisions in membership by-
laws of Visa U. S. A, Inc., over the
past few years allowing CUs to be-
come sponsored members. As a mem-
ber sponsored by Commerce Bank,
Public School Employees CU will be
able to offer its 6,000 members Visa
cards and to solicit merchant business
on behalf of Commerce Bank’s bank
card center.
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HE 12 Federal Land banks in the

U. S. have a history of providing
dependable long-term credit with re-
payment terms tailored to fit the needs
of individual farmers.

Through their affiliated Federal Land
Bank associations, the banks make first
mortgage loans on farms or ranches
with terms ranging from five to 40
years. In addition to individual farm-
ers and ranchers, agricultural corpora-
tions, partnerships and rural residents
may qualify for Land Bank loans. How-
ever, the bulk of the loans are made to
family farming operations. For example,
barely 2% of the loans closed last year
by the Federal Land Bank of Wichita
were made to corporations, and most of
those were family owned.

The Land banks enjoy a solid reputa-
tion among potential customers. As one
farmer put it, “The Land Bank will go
farther with a borrower than any other
source of credit.” Apparently his peers
share that belief, at least in Kansas. Pre-
liminary estimates for 1977 show that
more than 39% of all farm real estate
debt in Kansas is held by the Federal
Land Bank. Nationally, Land banks ac-
count for almost 33% of farm real estate
debt.

The Federal Land banks obtain the
major portion of their loan funds
through the sale of securities to inves-
tors in the nation’s money markets.
These securities are backed by mort-
gages held by the banks and are not in-
sured or guaranteed by the federal gov-
ernment. They are sold through a fiscal

By JIM FABIAN
Associate Editor

agency in New York City with the aid
of a nationwide group of securities deal-
ers.

Through issuance of these securities,
the Land banks provide their borrowers
with direct access to capital which helps
assure a continuing source of funds.

Temporary loan funds, between se-
curity issues, are obtained through bor-
rowings from commercial banks as well
as other Farm Credit banks and other
financial institutions.

Thus, Federal Lank banks fill the
gap that exists between commercial
banks, insurance firms and other fi-
nancial groups. Without the services

Land Banks in MCB Area

Five Federal Land banks serve
the Mid-Continent area.
They are located in Louisville, New
Orleans, St. Louis, Wichita and
Houston.

The Louisville bank serves farm-
ers in Ohio, Indiana, Kentucky and
Tennessee. The New Orleans bank
serves Alabama, Mississippi and
Louisiana. The St. Louis bank covers
Illinois, Missouri and Arkansas. The
W ichita bank serves Oklahoma, Kan-
sas, Colorado and New Mexico. The
Houston bank confines its coverage
to Texas.

Banker
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of the Land banks it is quite possible
that many of the larger farms in the na-
tion would be broken up into smaller
units because of inheritance taxes levied
on estates of farmers.

Just how have the Land banks helped
farmers? One instance is quoted by
R. L. Smay, president, Federal Land
Bank Association, Ottawa, Kan. Mr.
Smay will soon retire, completing 44
years with the system.

“I recall one farmer,” he said, “who
came in one day during the drouth
years and told me, ‘Dick, | want you to
take a deed for my farm. | just cant
make it.’

“Well, | told him to sit down, think
it over and see if we couldn’t work out
a repayment schedule he could handle.

“About 10 years later, he came in to
make the final payment on his loan and
he sat down and cried because we had
given him a way to save his farm, the
place of his birth. He must be 80 years
old now, but he’s still one of our big-
gest boosters.”

Similar stories of a Land Bank loan
preserving a family farm could be re-
peated many times over. In several in-
stances, a farmer and his family may
have spent a lifetime building an im-
pressive agriculutral enterprise only to
see it threatened by a forced sale in
order to pay inheritance taxes on the
death of the owner. Oftentimes, a Land
Bank loan can help cover the tax bill
and keep the unit together.

Federal Land Bank loans are made
for a variety of purposes, including pur-
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chases of farms, ranches, farmland, refi-
nancing existing mortgages and paying
other debts, constructing and repairing
buildings and financing other farm and
family needs.

According to Monte Reese, director
of public and member relations, Federal
Land Bank of Wichita, the bulk of the
Wichita bank’s loans are for traditional
purposes—purchasing land or refinanc-
ing indebtedness. Last year, 35% of the
district’s loans went to farmers who
used the money to buy land, and 32%
of the money loaned helped refinance
existing real estate debts.

A relatively new service is the avail-
ability of loans to finance nonfarm rural
homes in communities of 2,500 or less.

Mr. Reese says the loan volume of
the Wichita bank is increasing at a rate
of $300 million a year, but Kansas land
values are increasing faster than the
farm real estate debt.

The Federal Land Bank of St. Louis
helped a husband and wife in Illinois
make the transition from factory work
to dairy farming.

Neither partner had a family farm
on which to get started, yet the couple
has been able to link an ambition to
farm with hard work, good management
and use of Federal Land Bank financ-
ing to systematically put together the
successful dairy farm they have today.

The couple’s loan is said to be typical
of the 44,000 loans outstanding on the
books of the St. Louis Land Bank. The
bank serves Illinois, Arkansas and Mis-
souri.

The couple’s growth into farming
started in 1954, when 40 acres of land
were purchased on contract. The con-
tract later was refinanced with a long-
term Land Bank loan.

After several acquisitions, the couple
was able to quit their factory jobs and
move to the farm, where they had built
a three-bedroom house.

“We couldn’t have built the house
or made the progress we did without
the financing obtained from the Land
Bank,” the couple says. “We would
usually have the loan paid down some
and refinance the balance each time we
undertook a new project.”

The couple points out that the 331
acres they now own is only a part of
their farming investment. A large ma-
chinery and equipment inventory is
needed in addition to their 100-cow
herd and replacement heifers. Short-
term and equipment financing was ob-
tained from the local Production Credit
Association, which is a part of the
Farm Credit System.

Every farmer helped by the Federal
Land Bank system is a potential cus-
tomer of the local commercial bank. Al-
though most banks don’t try to compete
with the Land banks, they benefit from
other types of loans to farmers. Farms
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that are “saved” by Federal Land banks
help provide continuity of family own-
ership, which helps ensure income for
the community and stable deposits for
commercial banks. ¢ *

Avoiding Inflation Havoc
Topic of New Publication
By Harris Bank Economists

Winning With Money, by Dr. Beryl W.
Sprinkel and Dr. Robert J. Genetski.
Dow Jones-lrwin, Homewood, 111
$10.95.

Inflation doesn’t have to bring havoc
to a financial institution, say Drs.
Sprinkel and Genetski, economists at
Harris Bank, Chicago.

Various groups in society fare dif-
ferently when inflation develops, they
write. Those who receive the fruits of
inflationary policies—the winners—do
so at the expense of others—the losers.
Through knowledge of economic pol-
icies and investment strategies, individ-
uals can position their finances to be
on the winning side of inflation.

The book explains that much of the
investment advice given during periods
of inflation or economic turmoil as-

sumes that such developments are
unique and that unique explanations
are needed to understand them. “Noth-
ing could be further from the truth,”
the authors write.

The U. S. has had rapid rates of in-
flation for a fifth of the years since
1900, the two economists write, with
falling business activity only slightly
less frequent.

The authors examine the causes of
inflation and recessions, trace the effect
of these factors on various types of in-
vestments and define strategies for both
the cautious and aggressive investor.
They make the point that, although
economic instability is costly for the
nation as a whole, inevitably there are
winners and losers.

During inflationary periods, they
write, income is redistributed and the
rise in the general price level changes
the value of various assets. Those who
receive the fruits of this redistribution
are the winners, and include debtors,
owners of real assets, workers with job
mobility and government tax collectors.

Those who lose, they continue, in-
clude creditors, owners of financial as-
sets, individuals on fixed incomes and
most taxpayers.

Debtors gain because they can pay
off their debts with dollars that are
worth less than they had anticipated.

Land Bank Associations Owned by Borrowers,

Are Supervised by Farm Credit Administration

EN a farmer, grower or rancher
borrows through a Federal Land
Bank association, he purchases stock in
the association in proportion to the
amount of his loan. Other classes of
borrowers are issued participation cer-
tificates instead of stock.

Funds paid in for stock and participa-
tion certificates help capitalize the as-
sociation, which then buys an equiva-
lent amount of stock or participation cer-
tificates in the land bank. The stock and
participation certificates are retired at
par value when loans are repaid.

The land banks, after providing for
reserves (as required by law) and for
net-worth objectives, may distribute any
net earnings among the associations in
the form of dividends. The associations,
in turn, may pass dividends on to their
members.

The portion retained by the associa-
tions is used for expenses and to estab-
lish appropriate reserves to meet their
endorsement liability on loans and
maintain satisfactory net-worth posi-
tions.

The associations also defray expenses

from loan service payments made to
them by the banks.

Each association is a separately char-
tered organization operating under its
own bylaws and controlled by a board
of directors elected by and from its
stockholders. Each stockholder has one
vote regardless of the amount of stock
he owns.

The banks were initially capitalized
by the federal government, but the Fed-
eral Farm Loan Act of 1916 provided
for a means by which they would ulti-
mately be owned by their borrowers.
All federal “seed money” was repaid by
1947 and the banks became completely
owned by their borrowers.

Because both the banks and associa-
tions are chartered by the federal gov-
ernment, they are subject to federal su-
pervision, provided by the Farm Credit
Administration. They do not lend gov-
ernment funds nor are their loans guar-
anteed by the government in any way.
The banks pay for supervision through
assessments.

Present authority for the activities of
the banks and associations is found in
the Farm Credit Act of 1971. « *
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HE OPENING of a new business
or the expansion of an existing firm
has a substantial impact on the com-
munity in which it is situated.
One.of the most
obvious effects of a
new company on a
community is the
production of addi-

tional income in
the form of payroll
dollars, added as

new jobs are cre-

ated. Also conspic-

uous is the addi-

tional income cre-

ated in the form of

dollars paid to the employees of local
firms from which the company pur-
chases its supplies and services.

But that’s only the tip of the iceberg.

Individual wages benefit not only
the employees and their families but
also other people in the local communi-
ties where they live and work.

There is an increase in retail sales as
the consumption of locally offered
goods and services goes up in propor-
tion to the increase in the amount of
payroll.

Employees and their families deposit
money in savings and checking ac-
counts in local banks, and this money
is loaned—often to start or expand oth-
er new businesses which in turn hire
additional people.

Thus, the initial beneficial effect of
new jobs is magnified many times over.

Two case histories will serve to pro-
vide actual examples. One involves Al-

By ROBERT J. KATCHA
Vice President
Aetna Business Credit, Inc.
East Hartford, Conn.

goma Hardwoods—a new company cre-
ated from the remains of an operation
that had been closed down by a major
corporation; the other involves All
American Nut Co.—a company that
was in serious financial difficulty and in
jeopardy of closing but was able to
continue its operations and became suc-
cessful.

In June, 1976, Champion Interna-
tional announced phase-out plans for
its U. S. Plywood plant in Algoma,
Wis. The largest industry in that city,
and by far Algoma’s largest employer,
U. S. Plywood Division of Champion
was an important manufacturer of ply-
wood, doors and firedoors.

During the next several months, pro-
duction dwindled as a result of sales
not being solicited or accepted. Almost
400 hourly and office employees were
laid off from their jobs as plant opera-
tions, in effect in Algoma since 1892,
ground to a halt.

Residents of Algoma were aware of
the value of the plant. They knew the
fold-up of this key industry would be
an economical setback of near-disaster
proportions.

Wendell “Whitey” Ellsworth, plant
manager, began to devise a strategy to
get the outfit back on its feet. His plan
was to form a corporation that would

Former U. 5. Plywood plant in Algoma, Wis., has been reopened as Algoma Hardwoods through
financing arranged by Aetna Business Credit, Inc., in cooperation with local banks.
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buy and continue to operate the plant
in Algoma.

News of Algoma’s situation spread
rapidly and soon negotiations were
underway between Mr. Ellsworth and
Aetna Business Credit, Inc., a commer-
cial finance company that is a sub-
sidiary of the largest diversified finan-
cial corporation in the country.

Aetna examined the situation, con-
ducted an audit of the manufacturing
operation and, by mid-January, ap-
proved a $3.5 million credit limit and
extended a $700,000 loan to help put
the operation back on its feet. A group
of local investors provided an addition-
al $174,000, while several area banks
and an area firm added another $300,-
000 for the purchase. Peterson Build-
ers, Inc., Union State Bank and State
Bank of Kewaunee provided some of
the financing along with Bank of Luxem-
burg, and First National, Sturgeon Bay.
Both Algoma banks, First State and
Community State, also participated.

“Aetna Business Credit was first with
the most,” said Mr. Ellsworth, presi-
dent of the newly formed company. “It
was the only source with whom we
were able to make an arrangement at
a time when we really needed it. Aetna
believed my story and believed that we
could make a success of the venture.”

With the help of a start-up crew of
maintenance and supervisory workers,
Algoma Hardwoods resumed operations
on March 1, 1977. New orders were
taken and production commenced. The
plant began calling back workers on a
seniority basis—at a rate of about 12
per week—a practice that has been
continued. Over 250 Algoma employees
are already back to work.

Mr. Ellsworth says the plant will re-
sume its business in solid core doors,
firedoors and plywood for the non-resi-
dential market. He reports Algoma’s
sales volume has risen sharply from
$100,000 in April to $200,000 in May
to over $525,000 in June.

Mr. Ellsworth said that of the first
200 plant employees asked to return to
work, 170 came right back, noting the
large percentage that had not found
new jobs.

With door sales now the majority of
the business, Algoma Hardwoods has
initiated a nationwide field sales force.
Currently, Algoma is one of the few
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companies in the country marketing a
90-minute, wood-covered fireproof door
approved for safety by the Under-
writer’s Lab.

Subsequently, Algoma Hardwoods
received additional financial assistance
from the Department of Economic De-
velopment in the amount of $1 million.

This spells improvement in cash flow
in the Algoma community, and Mr.
Ellsworth estimates that of the $9 mil-
lion sales figure expected for fiscal
1977, approximately $2 million will be
disbursed in payroll.

A significant study published recent-
ly by the Chamber of Commerce of the
United States makes it possible to esti-
mate the impact of Algoma’s operations
on some other functions of the com-
munity. On the basis of a formula
evolved from this study, Algoma’s 250
jobs supported 242 families with a total
of 197 children of school age.

The Chamber formula indicates that
Algoma’s employees will spend over $1
million in retail stores, and deposit over
$1 million in local banks.

Operations at All American Nut Co.

The author () and Wendell Ellsworth, mgr.,
Algoma Hardwoods, inspect doors on assembly
line. More than 250 jobs were saved at plant
that was reopened with help of financing
from Aetna.

were never closed down and no em-
ployees were laid off from their jobs. At
one point, however, All American Nut

Co. of Cerritos, Calif., was experiencing
significant financial stress arising from
a variety of sources, including com-
modity prices and expansion programs.

Aetna was able to give All American
Nut the financing it needed to get
through this difficult period. The help
that Aetna provided enabled All Ameri-
can Nut to sustain operations, allowing
120-125 employees to continue to work.

The translation into dollar amount,
says All American Nut Co. President
William Ritchie, is over one million
payroll dollars for community residents.
That and other contributions of the in-
dustry make it clear that if operations
at All American Nut had ceased, there
would have been a severe adverse ef-
fect on the community and on the city
of Cerritos.

Aetna’s financing, which subsequent-
ly was in participation with a local
bank, enabled All American Nut to ob-
tain and carry contracts with large-
chain grocery stores. And equipment
financing extended by Aetna allowed

(Continued on page 87)

Financing for Leveraged Acquisitions Helps Communities

INANCIAL assistance in leveraged

acquisitions—made by firms such as
Walter E. Heller & Co.—has often
made a major contribution to the de-
velopment of a community. Mostly the
result of spin-offs by major corpora-
tions, the acquired units have ranged
up to $300 million in annual sales.
Usually, however, they have been
smaller subsidiaries whose profits didn’t

reach the conglomerate’s expectations,
or dipped, and the parent may well
have lost interest in the holding.

Often it’s because conglomerates have
a built-in problem. The burdens of re-
sponsibility to corporate management
tend to dampen the entrepreneurial
drive that makes smaller businesses
good businesses, and in many cases the
subsidiaries are being run by former

American Acceptance Corporation

. A pioneer of “floor plan” financing since 1928.
. An innovator of commercial financing to help
banks serve manufacturing clients.

For further information, call or write:

John Grauer, President or

Robert Horst, Vice President

American Acceptance Corporation

841 Chestnut Street, Philadelphia, Pa. 19107
(215) WA 3-5160 or (800) 523-2717
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owners or managers. The smallest mem-
ber of the corporate mix is obliged to
follow the general corporate rules, and
that means conforming with controls
geared to monitoring the largest sub-
sidiaries. This regimen is foreign to the
way most smaller companies had run
their affairs before being acquired; it
involves more paper work than they
can handle, and it’s frustrating for them
to wait for approvals from “upstairs.”

So it’s a fair and welcome exchange
when the huge firm divests and rede-
ploys its assets elsewhere while the
managers of the smaller firm buy a go-
ing company that most likely will do
better for itself and its community tend-
ing its own affairs.

However, the financial arrangement
for the turnover doesn’t evolve as easily
as the mutual desire to change owner-
ship. Normally, the deal cannot be
made through “ordinary” financing;
typically, it’s leveraged to the practical
limit, and normally the seller coop-
erates in ways that protect the com-
pany’s standing with suppliers and cus-
tomers.

Equally important, of course, is the
fact that the Heller financial program
provides not only purchase funds, but
also the working cash needed to main-
tain a viable new company. Most often,
a bank is a participant in the Heller
loan. * *
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Asthe newest member of our
correspondent banker team,
Gary R Dobson isa man on
the move.

Hisjob, as Vice President of

¢ Correspondent Banking, isto
elp with your problems, and ifs

to do thatii he
knows them. already knows

Wait for him \

CallGary. A Better
Banker'sBanker.
fuM jti) $87*9171
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Until recently, most major housing develop-
ments were concentrated in the outskirts of
cities, but the trend toward inner city de-
velopment, brought about in part by the
energy crisis, has resulted in numerous ef-
forts to revitalize blighted areas close to
downtown areas. Banks, sometimes ac-
cused of neglecting the financial opportuni-

ties of inner-city development, are becom-
ing increasingly involved in urban rede-
velopment programs that are breathing
new life into blighted neighborhoods. In
this way, they are helping to contribute to
the reversal of population migration to
suburbs and making inner cities more
viable.

Nine St. Louis Banks
Assist With Financing

Of Urban Development

MORE THAN 220 acres of blight
close to downtown St. Louis are
being turned into desirable sites for
new and rehabilitated housing, thanks
to efforts to secure financing by Bank
of St. Louis.

According to James M. O’Flynn, ex-
ecutive vice president, Bank of St
Louis and eight other local banks have
pledged a total of $1.5 million to en-
sure acquisition of blighted property
during the 10-year development of the
project that is expected to produce $65
million in construction work.

Other participants are Boatmen’s Na-
tional, First National, Mercantile Com-
merce, Chippewa Trust, South Side
National, Tower Grove, Southern Com-
mercial and Southwest Bank.

Ground-breaking ceremonies were
held in June on the first phase of con-
struction of Lafayette Towne, the name
of the project. Initial new housing will
be for the elderly and those living in
the project area who must be moved
out of substandard housing to permit
new housing to be constructed.

Serving as developer of the project is
Home Builders Association, with Pan-
theon Corp. providing management and
planning expertise.

Not more than 20% of the project

(Continued on page 46)
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Bank Spurs Redevelopment
By Erecting New Quarters

In City's Downtown Area

N THE early ’60s, downtown Law-

ton in southwestern Oklahoma was
suffering from old age and the ills of
urbanism. However, residents faced the
problem squarely by approving crea-
tion of the Lawton Urban Renewal
Authority to handle the job of revitaliz-
ing the downtown area.

Located in the center of the area in
question was City National, said to be
the city’s oldest bank (established in
1901) and, in fact, an institution older
than the city itself. Relocation of the
bank became inevitable, but its man-
agement’s deep conviction in the future
potential of downtown Lawton prompt-
ed the decision to remain there. Also,
management believed the bank should
lead others to a new downtown.

As a result, in September, 1972, land
was purchased from the Urban Renew-
al Authority for a new building site. It
was cleared of old structures, with title
to the building delivered June 1, 1973.
Ground-breaking ceremonies were held
in August, 1975. Then, last December
5, the hopes and dreams of the late
J. R. “Dolph” Montgomery, former
chairman and president of City Na-
tional, became a reality as the bank
held the building’s grand-opening cere-
monies on the site, called Montgomery

(Continued on page 44)

Memphis® Riverfront
Is Being Revitalized

With Help of Local Bank

A SECTION of Memphis’ riverfront

area will come alive again with
the help of that city’s Union Planters
National. Called Beale Street Landing,
the area being redeveloped consists of
three 70-year-old former warehouses,
which, according to plans, will be trans-
formed into attractive apartments,
shops (some of them outdoor markets),
restaurants and bars.

“The whole concept,” explains Al-
bert C. Sewell III, “is to bring life
back to downtown.” Mr. Sewell has
been hired to serve as president of the
Memphis Development Foundation, a
nonprofit organization that is sponsor-
ing the redevelopment, and to direct
the project. Mr. Sewell is a historical,
restoration and development consultant
from Atlanta, where he was instrumen-
tal in designing Underground Atlanta.

“Beale Street Landing,” Mr. Sewell
continues, “is intended to recapture the
flavor of those times when trading was
rampant on Beale Street, and river-
boats docked at its foot. Through that
rich past, it is hoped that Beale Street
Landing will rekindle the legacy of
Memphis into a bright future for this
area of the city.”

Of course, the matches for this re-
kindling take the form of money, and

(Continued on page 44)
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Heller..the difference betweenwhat
yourcustomerwantsto borrow
and whatyouare willing to lend.

Under today’s conditions, you may find that you
aren’t willing to lend as much as a customer
requests. As a result, you may create cash prob-
lems for established customers or turn away
new business.

When you're in that situation, think in terms of
Heller and a participation loan. Very simply,
your bank funds the portion of the loan it wants
to extend; Heller provides the difference up to
your customer’s full borrowing capacity on a
secured basis. Then Heller does all the admin-
istrative work on the loan.

FHIER

Financial Services

So you have the comfort of a secured loan
without the cost of handling it. And your bank
continues to render all other bank services to
the customer. Through participations, smaller
banks up to many of the 25 largest commercial
banks in the country are benefiting from Heller's
more than 50 years of secured financing
experience.

Heller help is important to your bank and your
customers today more than ever.

And available right now.

Walter E. Heller & Company 105 W. Adams St., Chicago, Ill. 60603
New York « Boston ¢ Philadelphia « Baltimore ¢ Syracuse *Detroit * St. Louis
Kansas City « Charlotte « Denver « Atlanta « Miami ¢ Birmingham

New Orleans ¢ Houston ¢ Dallas ¢ Phoenix « Los Angeles ¢ban Francisco
Portland » San Juan P.R. Heller services also available through Heller
Companies in Canada and twenty other countries around the world.
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Redevelopment
(Continued from page 42)

Square.

Mr. Montgomery had been chairman
and president from 1931 until his
death on February 3, 1975. When he
took the two posts at the age of 25, he
was the youngest president of a nation-
al bank in the country, according to a
bank spokesman.

Working closely with architects from
Omniplan of Dallas, Mr. Montgomery
and then Jerry Barker, who was named
president following Mr. Montgomery’s
death, refined the nearly 35,000 square
feet of floor space into a smoothly ar-
ranged, functional banking house. The
bank’s management believes the mod-
ern, four-story, $2-million structure
embodies the latest in banking tech-
nology and customer convenience.

In addition to contributing an at-
tractive building to downtown Lawton,
the bank has landscaped its entire
square block with 60 live oaks, 21 pin

Old-fashioned, unattractive storefronts like
those pictured in top and center photos were
replaced by new home of City Nat'l, Lawton,
Okla., shown in bottom photo. Four-story struc-
ture, which cost $2 million, is located on what
is now called Montgomery Square. Building
program was dream of bank's ch. & pres.,
late J. R "Dolph" Montgomery.
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Old warehouse on Memphis riverfront will be transformed into attractive apartments and shops,
as shown in this artist's sketch. Structure, which will become known as No. 1 Beale Street, will
be part of Beale Street Landing redevelopment project. City's Union Planters Nat'l is putting to-
gether financing for project, which will include converting two other former warehouses into
building similar in design to one pictured here. It's also hoped that adjacent railroad tracks can
be used for trolley (background), which would take visitors to shops and restaurants in area.

oaks, crab apple trees, crape myrtle,
flowering shrubs and ground cover.

Montgomery Square was honored by
the city’s McMahon Foundation, which
presented its 1976 Urban Design
Award to the bank for its building and
landscaping.

Four reasons were given for selecting
the bank: 1. A demonstrated faith in
the future of the central business dis-
trict. 2. A design that recognizes that
vehicular parking need not be visually
unappealing, but, instead, can include
screening and elements such as berms,
landscape planting and outdoor light-
ing, which render it aesthetically val-
uable. 3. Introduction of mature trees
and abundant shrubbery to achieve an
immediate effect that contributes to the
community scene. 4. Attention to the
economic benefits to nearby properties
produced by preservation of adequate
open space along with its visual ex-
tension.

According to a foundation spokes-
man, it’s hoped that such attention to
environmental enrichment is emulated
by other institutions if theyre pre-
sented with similar opportunities.

The award includes a $1,000 check
which was given to a qualified and de-
serving recipient of the bank’s choosing.

The bank’s management is extremely
proud of the new facilities and hopes
the community-minded decision to re-
main downtown will serve as a step-
ping stone to completion of the area.

Memphis Riverfront
(Continued from page 42)

that’s where Union Planters enters the
picture. Says Executive Vice President
L. Quincy McPherson, “We think it is
important to get one project moving
in downtown Memphis that will, in ef-
fect, be a rallying point for the busi-

ness leadership in Memphis. No one
has been willing to take the lead and
get something started. That’s what
we’re doing.”

The bank is the principal founder of
the Memphis Development Foundation
and is putting the financing together
for the $6.5-million redevelopment proj-
ect.

Last fall, the foundation bought 6.4
acres of urban renewal land from the
Memphis Housing Authority. The area,
bounded by Main, Pontotoc, Wagner
and Beale, represents a cornerstone for
future development there.

For a number of practical reasons—
the foremost being financial and an-
other being security—early stages of
development of Beale Street Landing
will be confined to the three adjoining
warehouse buildings. Collectively, they
contain about a half-million feet of
space.

The first phase of the project—40
apartments to be built loft style in what
is known as the Bell warehouse—was
announced July 3. The apartments,
scheduled for occupancy in 12-14
months from start of construction late
this summer, will have monthly rentals
ranging from $250 for a one-bedroom
apartment without a view of the river
to about $500 for a two-bedroom
apartment overlooking the Mississippi.
The market for tenants is believed to
be young couples without children, sin-
gle persons who work downtown and
older couples whose children have left
home. However, children will not be
excluded.

Applications already are being taken
for the apartments, with Mr. McPher-
son heading the list of those already
signed up to live there. Those applying
must deposit $100 with the founda-
tion, and this money is placed in an
escrow account that draws 43%interest.
The deposit will be refundable 60 days
before the apartments are completed if
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"\bur Claim Has Been Processed:
Vhir Check Is In The Mail!”

Yes. Scarborough backs up its claim as “the bank insurance
people.” We sell insurance to banks and when claims are
filed for losses . . . we handle them directly.

Direct claim processing means prompt attention, fast action
on your bank’s claim. Everything is handled with a minimum
of red tape.

As bank insurance specialists, we understand the relatively
complicated nature of bank risks. Our experienced claim
department is another reason for you to protect your bank
with insurance through Scarborough.

Scarborough

the bank insurance
people

Scarborough and Company 222 N. Dearborn Street « Chicago, Illinois 60601  (312) 346 6060
MID-CONTINENT BANKER for August, 1977
Digitized for FRASER
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applicants decide they dont want to
live in them.

On the ground floor of the apart-
ment complex, there will be “high-qual-
ity” tenants such as clothing stores,
wine and cheese shops, a drug store
and a quick-service grocery outlet.

The other two warehouses will be re-
developed later. In addition, the II-
linois Central Gulf Railroad tracks on
the west side of the warehouses will be
used as a trolley line stretching from
the Everett R. Cook Convention Center
on the north to the Holiday Inn River-
mont on the south. As envisioned, the
trolley could make stops in between at
the restaurants and shops that would
be developed along Front Street.

“It can be negotiated to where traf-
fic on those tracks can be reduced to
almost nothing so we could run our
trolleys,” says Mr. McPherson.

As part of the Beale Street Landing
project, Memphis’ largest movie the-
ater, the Malco, was bought by the
foundation with funds supplied by the
bank. It has been given its original
name, the Orpheum, and will be recon-
ditioned and, hopefully, be turned into
a performing-arts center, according to
Mr. McPherson.

Mr. McPherson and Union Planters
believe there must be people working
and living downtown to bring it back to
life.

“We see this (Beale Street Landing)
as the first major project to accomplish
this goal. If it is successful, and we are
confident it will be, it will stimulate
other developers to come downtown.”

Nine St. Louis Banks
(Continued from page 42)

will be federally subsidized housing,
Mr. O’Flynn said. Private redevelop-
ment will be encouraged and letters of
intent are on file from numerous S&Ls
and private builders, the former to
provide financing and the latter to do
construction work.

Once the blighted land has been
cleared and the area converted by city
agencies to conform to the develop-
ment’s plans, lots ready for building
will be offered to contractors, Mr.
O’Flynn said.

Demolition of substandard housing
units is expected to take four years and
will involve relocating about 750 fam-
ilies. However, Mr. O’Flynn said, new
housing units are expected to become
available on an accelerating basis, be-
ginning with 50 units during the third
year and peaking at almost 500 units
during the sixth year. A potential 2,530
housing units are anticipated, including
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single-family dwellings, town houses,
garden apartments and a high-rise com-
plex. Almost 300 units will be rehabili-
tated, since they are in reasonably good
condition, Mr. O’Flynn said.

Over the years, the project area has
been going downhill, he said, with up
to 15% of the population moving out
each year. The energy crisis in 1973
helped trigger plans by the Home
Builders Association to develop prop-
erty close to the downtown area instead
of concentrating activity in the increas-
ingly far-flung suburbs. Initial attempts
to get the project started foundered.
One of the difficulties was securing
bank financing.

Mr. O°Flynn was called on to gain
the support of financial institutions to
finance the acquisition portion of the
project. He had been instrumental in
raising more than $17 million earlier to
finance a downtown hotel project in
connection with the newly opened St
Louis Convention Center.

Banks were reluctant to invest in the
Lafayette Towne project on their own,
due to losses suffered on real estate
ventures in previous years, not to men-
tion apprehension about a project in a
blighted area. But when Mr. O’Flynn
secured letters of intent from various
interests, including the city of St. Louis,
the banks agreed to take on the project
on a cooperative basis. Considerable
sums also were pledged by various non-
financial organizations participating in
the project.

Lafayette Towne, which comprises
some 60 blocks, is about a mile from
downtown St. Louis. It will include a
shopping center, library, parks and
schools. Streets are being rerouted to
break up the former block pattern, and
many streets are either being eliminated
or made into cul-de-sacs.

The entire project is under the di-
rection of a special corporation, named
“Lafayette Towne Redevelopment
Corp.” The two principal objectives of
the corporation are “to provide a de-
velopment environment that will en-
courage builders to begin large-scale
residential construction in the city and
to create a living environment that will
attract people to buy and rent units
in a new residential development in the
city.”

According to Mr. OFlynn, there is
every reason to expect the corporation
to be successful in its objectives. Other
rehabilitation projects in the near-
downtown area are attracting residents
who are dedicated to revitalizing older
sections of the city. These sections are
blessed with well-built residences that
hark back to the 19th century. Many
up-and-coming executives are interested
in preserving the flavor of old St. Louis,
and projects such as Lafayette Towne
provide opportunities for them to par-

ticipate in restoration projects.

Although the housing in Lafayette
Towne will be mostly of new construc-
tion, a number of older homes have
been found that are in good enough
condition to be preserved and reha-
bilitated.

Lafayette Towne, as well as other
similar projects in the St. Louis area,
is providing financial institutions with
opportunities to help save their city as
well as expand their operations.  *

Second PACE Study Begun
To Identify Likes, Dislikes
Of Consumers About EFT

CHICAGO—The Bank Marketing
Association has initiated PACE Il (Pay-
ments Attitude Change Evaluation), a
research study designed to identify spe-
cific benefits and concerns expressed
by consumers about several EFT ser-
vices.

The study is being made, a BMA
spokesman says, to aid banks in proper
marketing of EFT services, so that
those institutions may realize a return
on heavy investments in electronic
banking.

PACE 11 will provide firsthand in-
formation from the consumer regarding
perceptions of benefits and concerns,
from which a bank marketer will be
able to extrapolate which market
groups in his area might be potential
EFT users. The study results, the BMA
spokesman says, also will help market-
ers reinforce the public’s positive atti-
tudes and decrease potential misgivings
through appropriate advertising. PACE
Il findings will indicate the most suit-
able way to package and deliver EFTS
in a satisfactory manner.

The BMA published PACE 1| in
1973. It was a study based on an ex-
tensive questionnaire on consumer at-
titudes about automatic pay deposit,
automatic bill paying and consolidated
statements. PACE Il will update por-
tions of the 1973 study and also will
reveal indications of current levels of
consumer awareness.

The new study will investigate at
least three EFT services, including
ATMs, direct deposit of payroll and
POS services. It will be sent to a sam-
ple of 3,000 U. S. households.

Serving as PACE Il committee chair-
man is William M. Fackler, senior vice
president and marketing director, First
National, Birmingham, Ala.

The price of the report, which is ex-
pected to be published in September,
will be $25 to BMA members and
$50 to nonmembers. Advance orders
may be placed with Order Depart-
ment, Bank Marketing Association, 309
West Washington Street, Chicago, IL
60606.
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Within
Bank of Oklahoma
Tower...

Left to right: Doug Keffer, Bill Suliburk, Rob Rainey, Charles Rice

expertise to

help you improve
your investment
results.

To learn how Bank of Oklahoma'’s investment strength can
put more muscle in your own portfolio, call our

Investment Division or ask your co-banker to direct you to
one of our specialists.

They'll helpgou identify your best opportunities and
alternatives. In U.S. Government securities, Federal funds,
state and municipal bonds and notes, and money- market
instruments of all types.

The investment know-how that gets results for us can get
results for you. Call our Correspondent Banking Department.

It makes good business sense!

Correspondent Bankers
Charles Rice,
Department Manager
588-6254

Marvin Bray
588-6619

Lee Daniel
588-6334

Bill Hellen
588-6620

Phillip Hoot
588-6617

BANK OF OKLAHOMA

P.O. Box 2300 / Tulsa, Oklahoma 74192
Member F.D.I.C.
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Pointing to current market on board in commodity room of Smith Trust, Morrison, lll., is Paul
C. Young, e.v.p. With him are Don Dyke (c.), bank customer, and Donald D. Beswick, a.v.p.

Commodity Room Offered to Customers

Of Bank in Agricultural Area

COMMODITY ROOM in a $37-

million-asset bank in northwest-
ern Illinois? There is one in the new
home of Smith Trust in Morrison, and,
according to Betty Woodson, who han-
dles marketing for the bank, the
uniqueness of such a room in a small
bank has generated quite a bit of in-
terest. It also was the subject of a pro-
gram commentary by a nearby radio
station.

The main function of the room is to
illustrate market trends on the com-
modity board and to make available as
much pertinent agricultural information
as possible. The board is changed sev-
eral times daily to keep market quotes
current. Agricultural and business mag-
azines and papers are available for agri-
finance information, as well as sales
notices and meeting announcements.
The bank hopes soon to have a daily
“condition of market” report available
by telephone after banking hours.

The room also serves as a social
gathering place for customers when they
stop in to look at the board or wait
to see an agricultural officer. Thus, Mrs.
Woodson points out, they have an op-
portunity to discuss new ideas or market
trends or just enjoy a cup of coffee in a
pleasant and friendly atmosphere.

Mrs. Woodson says the bank hopes
the market information available in the
room will not only be a service to its
customers, but also help its loan officers
determine lines of credit.

The room was installed to remind the
community of Morrison of the great
contributions and advancements made
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Standing in front of commodity room of Smith
Trust, Morrison, lll., are (I. to r.): Donald D.
Beswick, a.v.p.; Don Dyke, bank customer, and
Paul C. Young, e.v.p. Mr. Young indicates sign
welcoming public to commodity room.

by agriculture and of the resulting suc-
cesses it has brought all businesses sur-
rounding that agrarian area.

A lobby sign at the commodity room
door bears this message: “Whiteside
County farmers for years have contri-
buted to a better way of life for all
Americans. We at Smith Bank hope the
future of agriculture will always remain
bright. We trust that our agricultural
customers will use this room often for
up-to-date commodities information.
Welcome.” *

ABA Offers Free Pamphlets
Identifying Banking Relationships

WASHINGTON, D. C.—The ABA
has announced two related publica-
tions concerning agricultural-correspon-
dent-banking relationships. The publi-
cations are available at no charge.

The pamphlets were prepared in re-
sponse to the current farm credit situa-
tion, according to an ABA spokesman,
particularly in the Plains and Com
Belt regions, where a number of agri-
cultural banks are in a “loaned-up”
position.

“An Agricultural Correspondent
Banking Relationship: Guidelines” was
written for the ag lender and discusses
the responsibilities of the ag banker
in his relationship with a correspondent
banker. A how-to booklet, this publi-
cation deals with primary data needed
to provide a workable loan participa-
tion arrangement, including types of
financial information needed, types of
collateral documents to be furnished,
types and amount of financing, methods
of advances and repayments, and
supervision agreements. Samples of
basic forms used by a regional bank
in its correspondent relationships are
included.

“Message to the Management of
Correspondent Banks: The Opportu-
nities for Financing Agriculture” is in-
tended for correspondent bankers. It
deals with the changing needs and op-
portunities of farm credit. This publi-
cation notes that failure of the banking
industry to meet the needs of farm
borrowers can result in increased gov-
ernment involvement and suggests a
plan of action.

Requests for either one or both of
the pamphlets should be made to the
American Bankers Association, Agri-
cultural Bankers Division, 1120 Con-
necticut Avenue, N. W., Washington,
DC 20036.

More Farms Made Eligible
For SBA Loans This Year

DES MOINES, IA.—The Small Busi-
ness Administration has made an addi-
tional 22,000 small farms eligible for
SBA loans.

Recently published regulations state
that a small farm, for the purpose of
SBA loans, is one with average annual
receipts of not more than $1 million
for the preceding three fiscal years.

The former standard was $275,000
and covered 99% of the farms in the
U. S. The new size standard will bring
coverage to 99.9% of U. S. farms. The
change was made because the conven-
tional statistical analyses the agency
has used for farms in the past were in-
adequate.

On a nationwide basis, the SBA has
made 817 loans totaling $84 million
from October through mid-June.
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Consolidated Statement
of Condition

THE BANK OF NEW ORLEANS AND TRUST COMPANY
AND SUBSIDIARY

(In Thousands of Dollars)

JUNE 30
ASSETS 1977 1976
Cash and Due from Banks, Including $4,000
Interest Bearing DEPOSItS iN 1977 ..o = $ 58,498 $ 46,448
Securities
U.S. Treasury Securities ... $ 34,826 $ 24,182
Securities of Other U.S. Government Agencies....... 49,994 41,787
Obligations of States and Political Subdivisions..... 38,562 43,214
Other Securities 1,021 780
TOTAL SECURITIES . $124,403 $ 109,963
Loans Outstanding— Net of Unearned Income of
$4,040 in 1977 and $3,540 iN 1976 ..o $ 259,622 $ 227,458
Reserve for Possible Loan Losses (2,840) (2,535)
NET LOANS OUTSTANDING ..o $256,782 $ 224,923
Federal Funds Sold and Securities Purchased
under Agreements to Resell e $124,450 $ 7,700
Bank Premises and Equipment 3,355 3,029
Interest Earned but not Collected 4,275 3,723
Customers’ Liability on Acceptances.................. 281 23
Other Assets 4,268 2,737
TOTAL ASSETS oo e $ 576,312 $ 398,546
LIABILITIES
DEMANA DEPOSIES ... 2555 $ 159,223 $ 125,396
Savings Deposits 70,922 47,650
Time Deposits 232,168 158,808
TOTAL DEPOSITS .o eeee $462,313 $331,854
Federal Funds Purchased and Securities Sold
under Agreements t0 RepPUIChase........mss 1o $ 53,927 $ 32,980
Accrued Taxes and Interest 23,264 6,051
Quarterly Dividend Payable 141 141
Liability 0N ACCEPLANCES ...c.eveveviveveeereereeeererereeeseeeseeeeenes 281 23
Other LiabilitieS......occveveveieeeeeeeeeeeeeee e 468 492
$ 540,394 $371,541
Capital NOTE ....ecvvevieeeeeecteeee et 4,250 4,250

TOTAL LIABILITIES $ 544,644 $ 375,791

SHAREHOLDERS’ EQUITY

Common Stock, $12.50 Par Value, 400,000 Shares
Authorized, 250,000 Shares Issued

and OULSTANAING ...cvcveevvereeiieeee et oo $ 3125 $ 3125
Surplus 20,375 12,875
Undivided Profits 8,168 6,755

TOTAL SHAREHOLDERS' EQUITY .. $ 31,668 $ 22,755

TOTAL LIABILITIES AND

SHAREHOLDERS' EQUITY..... $576,312  $398,546

Contingent Liability on Letters of Credit Issued but not Drawn Against — 6/30/77 — $5,096
6/30/76 — $6,804

Member FDIC
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Loan Repayment Ability Decline Problem
Faces Banks Extending Ag Credit

HE FLOW of capital supplied by

banks and other sources has and
will continue to have more impact on
agriculture than other important influ-
ences, said Leslie Peterson, chairman,
ABA Agricultural Banking Division, re-
cently.

These other influences on agricul-
ture, he said, include government, farm
labor unions, consumer groups, foreign
investors and the growth of enrollment
in colleges of agriculture.

He said that banks are a vital part
of the agriculture credit situation.
“Banks are actually holding their own
at a little over one-half of the farm op-
erating credit extended in this coun-
try,” Mr. Peterson said. The banks’
share of farm credit outlays is growing,
with other sources of credit being Pro-
duction Credit Associations, commer-
cial credit corporations and the Farm-
ers Home Administration.

Mr. Peterson, who is also president,
Farmers State, Trimont, Minn., out-
lined current problems in farm credit.

“We'e seeing loan repayment abil-
ity declining,” he said. More bankers
are reporting that, while the money
supply is good, “they have borrowers
in trouble and cant extend more cred-
it.”

He pointed to a U. S. Department
of Agriculture survey in a nine-state
drouth area in the Midwest, with up
to 18% of farmers having problems
paying back loans.

This problem is one of the reasons
why the Carter Administration has im-
proved price support proposals, Mr.
Peterson said.

Bankers are also “becoming a little
complacent,” he added. While real es-
tate value may be high on rural prop-
erty, “we haven’t looked hard enough
at repayment capacity.

“We find lenders willing to place
more debt on land than that land has
productive capability to service,” he
said.

Another possible problem arises from
the fact that the agricultural area as a
healthy field for investment is attract-
ing big banks and life insurance com-
panies not traditionally in the field.

“However, many of these new lend-
ers don’t understand agriculture and
they dont understand the perpetual
credit needs in agriculture,” he said.

He referred to the cattle business in
the depressed year of 1975, when
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many new investors not used to agri-
culture got out because they had been
burned.

“We cant have lenders who are
going to get in and out of this on a
short-term basis if were going to look
for any stability or growth,” he said.

Noting that most banks that extend
farm credit are small, with individu-
alized relations with farmers, and that
these banks are “the short-term lenders
and down-payment lenders,” Mr. Peter-
son listed some questions that farm
lenders and borrowers should ask them-
selves in loan decisions:

» Have you exhausted the entire
profit potential in the current opera-
tion? Existing assets should be used to
the maximum before any additional in-
vestments are made.

« Do you have the management
ability for the expanded operation? Mr.

Brochure for Beef Breeders

“Artificial Insemination in Your
Purebred Herd” is the title of a new

brochure published by American
Breeders Service, DeForest, WI
53532.

The brochure shows how artificial
insemination can be used in the
purebred beef herd to breed su-
perior livestock for show, sale and
growth. It discusses the whys and
hows of artificial insemination, in-
cluding heat detection, handling
cattle, simple breeding facilities and
registration procedures.

Copies are available
above address.

from the

Peterson said farms often develop into
complex operations and farmers then
may feel overwhelmed by the decisions
they have to make. Bankers have to
help farmers make such crucial deci-
sions, he added.

» Will the proposals be profitable?
Can you project it out on paper? Can
the farmers avoid a cash-flow bind?

e What is the “riskability” of the
proposal? How much risk is the lender
and the farmer willing to take?

"The key to success is a good work-
ing relationship and cooperation be-
tween a knowledgeable lender and a
good, efficient farm operator,” Mr. Pe-
terson said. *

Connally, Hope, Brothers
To Appear on Program
Of 1977 BAI

HOUSTON—John Connally, former
Secretary of the Treasury and Texas
governor, entertainer Bob Hope and
Joyce Brothers, psychologist and syn-
dicated columnist, are scheduled to
speak at the Bank Administration In-
stitute’s 53rd national convention here
November 6-9. Nat S. Rogers, presi-
dent, First City National and First City
Bancorp, of Texas, Houston, is general
chairman of the convention. Mr. Rogers
is a former ABA president.

The four-day meeting, to be held at
the Houston Convention Center, will
have 59 technical sessions divided into
the major areas of general administra-
tion, automation, accounting, auditing,
operations, community banking, per-
sonnel, security and trust.

The convention’s theme is “New Di-
rections.” It will begin November 6
with registration and a reception in the
Nieman Marcus store in the Galleria
Shopping Center. In addition to general
and technical banking sessions, the pro-
gram will include two other receptions,
entertainment, continental breakfasts
and a closing luncheon, as well as an
extensive nondelegate program.

Convention

CONNALLY ROGERS
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First Commerce Corporation and
First National Bank of Commerce

AND SUBSIDIARIES. NEW ORLEANS/SIX MONTHS ENDED JUNE 30, 1977

FIRST COMMERCE CORPORATION

COMPARATIVE CONSOLIDATED

STATEMENT OF INCOME
Six Months Ended June 30,

1977
OPERATING REVENUES
Interest income;
[T Y $20,448,000
INVESTMENTS ..o 3,183,000
Funds sold and balances with banks. . . . 2,263,000
Total interest iNCOME.....cccc.covmvvvrirrvinnns 25,894,000
Service charges, exchange and other fees. 2,962,000
Trading account income 198,000
Gain on sale of interest in real estate.......... 971,000
Other operating revenues..........e. 1,384,000
TOtAL e 31,409,000
OPERATING EXPENSES
Interest expense:
Deposits.. 8,457,000
Other... 3,774,000
Total interest expense 12,231 000
Salaries and employee benefits 6,555,000
Net occupancy expenses 1,594,000
Equipment expenses 1,725 000
Provision for possible loan losses 1,805 000
Other operating expenses. 5,538,000
Total... 29,448,000
INCOME BEFORE INCOME TAXES
AND NET SECURITIES GAINS
OR LOSSES oo 1,961,000
APPLICABLE INCOME TAXES
[(=1 =00 =1 21 1 192,000
INCOME BEFORE NET SECURITIES
GAINS OR LOSSES....coooirrrrrriiene 1,769,000
NET SECURITIES GAINS OR
LOSSES, after related income taxes
of $(5,000) and $10,000, respectively. . (7,000)
NET INCOME o $ 1,762,000
EARNINGS PER SHARE
Primary
Income before net securities gains
or losses.... $0.84
Net income.. $0.84
Fully diluted
Income before net securities gains
or losses.... $0.76
Net income.. $0.76
WEIGHTED AVERAGE COMMON
SHARES OUTSTANDING.....ccoeeine 2,106,463

CORPORATE OFFICERS

RODGER J. MITCHELL
President and Chief Executive Officer
HARRY M.ENGLAND

Chairman of the Board

JOHN H. PALMER

Secretary of the Corporation

1976

$20,563,000
3,636,000
2,130,000
26,329,000
2,831,000
316,000

1,297,000
30,773,000

9,038,000
3,951,000
12,989,000
6,358,000
1,521,000
1,795,000
1,614,000
5.227,000
29.504,000

1,269,000
(34,000)
1,303,000

11,000
$ 1,314,000

$0.62
$0.62

2,105,455

THOMAS S. DAVIDSON
Vice Chairman of the Board
WALTER B. STUART 111l
Vice Chairman of the Board

FIRST COMMERCE CORPORATION

COMPARATIVE CONSOLIDATED

ASSETS

Cash and due from banks..

STATEMENT OF CONDITION

June 30,

1977

... $118,026,000

Due from banks—time 19,840,000
Investment securities 106.551.000
Trading account securities 477,000
Funds sold 126.778.000
Loans, less reserve for possible loan

losses of $5,260,000 and $6,268,000,

respectively.. 494,367,000
Premises and equipment. 16.320.000
Accrued interest on securities & loans. . 7,287,000
Other real estate 15.173.000
Other assets 29.479.000

LIABILITIES

$934,298,000

Demand deposits:

Individual and business..

Time deposits:
Savings

Funds purchased

Common stock,

Capital surplus.

... $227,210,000

66,573,000
U.S. Government and other
public funds 13,207,000
Total demand deposits 306,990,000
157.589.000
Foreign branches 14,445,000
168.027.000
Total time deposits.........ceeernnen. 340,061,000
Total deposits 647.051.000
165.485.000
Other borrowings net of discount. 39.546.000
Accrued interest payable 4,883,000
Accrued taxes and other liabilities......... 21.159.000
Total Liabilities.........ccccooviiiveiciinnns 878,124,000
STOCKHOLDERS'EQUITY
$5 par value
Authorized— 10,000,000 shares
Issued-2,178,248 and 2,176,973
shares
Outstanding—2,106,730 and
2,105,455 shares......cccoevvvevininnnnee 10.891.000
25.311.000
Retained earnings 21.668.000
57,870,000
Less—71,518 shares of common
stock in treasury, at COSt......cccoucoveenne (1,696,000)
Total stockholders' equity................ 56,174,000

$934,298,000

1976

$ 99,801,000
22,000,000
117.643.000
1,915,000
115.325.000

473,147,000
22.346.000
7.791.000
2.680.000
12.134.000

$874,782,000

$241,793,000
72,700,000

12.539.000
327,032,000

133.417.000
13,486,000
136.683.000

283,586,000

610,618,000
162,882,000
41,499,000
3.517.000
4.787.000

823,303,000

10.885.000
25.281.000
17.009.000

53,175,000

(1,696,000)
51,479,000
$874,782,000

SENIOR VICE PRESIDENTS OF THE BANK

MICHAEL A.

Loan Administration Division

SAMUEL D. HUGHES
United States/International Group

CHARLES C.

Bond and Money Market Group

FLICK

FRED M. SMITH
Trust Division

LeBOURGEOIS
Metropolitan Group

Making ithappen Becauseyou wantit
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When the Mosler marketing, systems and
service professionals meet, they represent
more than 150 years of cumulative experience
in all facets of EFTS. About as many years as
Mosler has been servicing the financial indus-
try. These professionals fly in from all over
the United States and Canada to share and
discuss the newest concepts concerning the
burgeoning world of EFTS. They know this
latest information will affect the financial
industry. Many of them come to Mosler from
the marketing, data processing and opera-
tions departments of all types of financial
institutions.

When you call Mosler, you can share
insight into EFTS with some of the most
knowledgeable minds in the country,
including many with extensive automated
retail banking experience.

MOSLER MARKETING PROFESSIONALS
ASSURE YOUR SUCCESS FROM THE
WORD “GO.”

Much of the success of any EFTS program
revolves around your marketing efforts. The
Mosler marketing group offers you the most
experienced consulting team in the financial
industry. This experience allows them to help
you plan your long-range EFTS strategy, start-
ing from a base of Teller-Matic" automated
tellers.

To get you started off right with a success-
ful Teller-Matic program, Mosler offers you
another first—total ATM responsibility. Mosler
continues where other vendors leave off.
Mosler goes beyond basic sales, installation
and service, with complete marketing imple-
mentation programs, including cards and sup-
plies and advertising/promotional campaigns.
We call it “complete, single-source program
assistance”—something no other ATM vendor
offers today.

MOSLER SYSTEMS PROFESSIONALS
GUIDE YOU ALONG THE WAY.

Buying an ATM system is a lot easier than
selling it to your customers. There’s more to
EFTS than equipment alone. A lot of attention
to details and follow through are necessary to
fit the ATM smoothly into an existing opera-
tions and data processing system.

Mosler provides you with a systems
coordinator with in-depth knowledge of EDP
equipment and operational requirements to
assist you every step of the way. He helps you
establish an “EFTS Critical Path” for
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implementing your Teller-Matic program.
And what’s more, he can help you plan for
orderly expansion of your ATM system into
a full EFTS network, from introduction to
implementation to expansion.

MOSLER SERVICE PROFESSIONALS
HELP PREVENT COSTLY DOWNTIME.

Mosler has a service organization com-
mitted to excellence. ATM’s are sophisticated
electronic systems, and as such, require ser-
vice by skilled specialists to maintain reliability.
We provide a nationwide service team, the
largest in the industry, that responds to your
needs 24 hours a day, 7 days a week.

In addition to superbly trained technicians
in the field, we have ATM professionals at our
service headquarters available to help you solve
any systems problems. Of course, the best,
most economical service is preventive service,
and Mosler has a variety of service contracts
designed with this in mind.

BANKING 1985:
ARE YOU READY FOR IT?

There are startling, new developments about to
occur in the banking industry which could dra-
matically affect your success or failure.
BANKING 1985: A FORECAST, is an 85 page
booklet which describes
and summarizes data of
pertinence to the financial
industry. It includes
dozens of examples and
charts depicting past
economic and operational
projections plus trends
for the future. Copies of
this very important study

_ are available to you
postpaid, at $15 each. For your copy write

Mosler: Banking 1985, 1561 Grand Blvd.,
Hamilton, Ohio 45012

Mosler brings you the People...the System
...and the knowledge to get you ready for
banking 1985.

Share the knowledge
of the Professionals

An American-Standard Company
Hamilton, Ohio 45012



FREE: 1976 TAX REFORM ACT CASSETTE

This 65 minute tape free when you buy
NEIL HARL’S cassette and script programs—

»0 »A “How to Hang on to Your Assets™

MID-CONTINENT BANKER is happy to offer educational materials
by lowa State University Lawyer-economist Neil E Harl, a nationally-
[ ] "™ known authority on estate planning and business organization. We've re-
< 8 viewed Dr. Harl's materials and find them among the most complete and simple
to understand of any we’ve seen. His educational recordings are already in use in
44 states plus Canada.

iiiiPr- SPECIAL BONUS: Order both updated programs 1 and 2 described below and send check

and you save $30 compared to buying programs singly, plus we’ll include Harl's 65-minute

cassette and script summarizing the major estate and gift tax changes in the Tax Reform Act of 1976
—the most far-reaching estate and gift tax legislation in 35 years.

Hart's educational materials have wide usage in your banking organization:

* Useful to train new representatives or as a refresher for » Save your time by letting prospective trust customers
experienced bank officers. hear or read in Harl’'s materials how a trust may be useful
+ Helpful as a sales aid to alert your customers to the real in their estate plan.
dangers of poor planning. « All materials are current—incorporate changes you and
» An excellent resource for conducting customer seminars customers need to review in updating estate plans due to
or meetings. the Tax Reform Act of 1976.

Harl’s materials come in both tape cassettes and printed form—you can either listen or
read them to make most efficient use of your time.

But gljon’t take our word for it... listen to two of your peers already using these helpful
materials:

Carl Bowman, Trust Officer at Western Ohio National Bank and Trust Co.: “I surely ap-
preciate Dr. Harl’s clear, concise exposition on ‘Estate Planning for Ail Ages’ as well as
‘Farm Business Organization’ ... these recorded messages from an unbiased authority
such as Dr. Harl can help many farm families see the urgent need to plan for their future

.. .We have a waiting list of people who are anxious to absorb the fundamentals the
messages outline ... Thank you for making these helps available! | surely can recom-
mend them. They have greatly assisted us in helping our customers and providing them
with that personal service that they truly deserve.”

Cashier Terry Conner, Citizens State Bank, Oakland, lowa: ‘““The recorded programs are

a valuable training aid to familiarize lenders with many principles of estate planning that

they need to know to help customers. With land prices high now, thousands of farmers

need and are seeking estate planning help ... the Harl programs are a fine tool to help Programs 1 & 2 tapes and all printed
answer all the customers’ questions... The tapes have greatly enhanced our marketing materials come in neat durable
program in the trust area.” bind h

HOW TO HANG ON TO YOUR ASSETS COMES IN TWO PARTS: INders as shown.

1. Estate Planning for All Ages... 12 messaé;es running over 3 hours on 6 cassettes, with printed text, checklists, inventory forms, tax
tables, worksheets, written examples and sample estate analysis. Here are the topics Harl discusses:

1. Introduction and need for estate planning 6. What's subject to Federal Estate Tax? 10. Income tax angles, settlement costs and
2. Ways to own property. 7. How the Federal Estate Tax is calculated. liquidity concerns. )

3. Death with no will. o 11. How to use trusts in estate planning.

4. Making a will. 8. Ways to minimize Federal Estate Tax. 12. Final pointers on gifts to minors, life
5. Settling an estate. 9. Federal gift tax. insurance, and installment land sales.

2. Farm Business Organization . .. aimed at the specific concerns of organizing the farm or other small business, this is uniquely
helpful to you and other members of the estate planning team. 12 messages run over 3 hours on 6 cassettes, with written text and ex-
amples, questions and checklists to use before mcorporatlng, glossap/, inventory forms, sample incorporation, federal tax dates and
comparison of federal income taxes for a farm taxed under 3 types of organization. Message topics are:

1. Basic choices in business organization. 5. What incorporation means. 10. Relationship of employees to the corpora-
2. Essential features of a partnership. g Eormnzngtﬂ:(e cf?rpct)ratnl?g.th ) o w " tion.
3. Partnership—taxation and use in estate ’ taggtioen.a erects a € regular way o 11. Financing considerations and doing busi-
planning. ) 8. The tax option or sub-chapter S corporation. ness across state lines.
4. Uses of the corporation. 9. The corporation employee status. 12. Estate planning features of the corporation.
Order now to insure prompt delivery— SHIP MY ORDER TO:
( ) Send me How To Hang On To Your Assets, No. 1, (No billable orders, please. MO. residents add 4Vi% sales tax)
Estate Planning for All Ages.........ccccoo... price $89.95
() Send me How To Hang On To Your Assets, No. 2, Name
Farm Business Organization.................. price $89.95 Add
() Send both programs at special price (a$30 saving) and ress
include the 65-minute Tax Reform Act cassette and City State Zip,

script—all for $149.90
Make check payable to and mail order to: Mid-Continent Banker, Book Dept.,
408 Olive St., St. Louis, Mo. 63102
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Full-Time Post of Community Development Officer
Is Created by Bank in Village of 1,700

OMMUNITY DEVELOPMENT

makes it possible for a community
to project and control the kinds of fu-
ture growth it believes is best suited
to it. Such development requires ef-
fective planning and management of a
comprehensive development program
that ties all community action to a
foundation of integrated plans, each a
specific strategy in itself.

As the complexity and magnitude of
these goal-directed strategies escalate,
communities have to take a more pro-
fessional approach to community plan-
ning and management. Critically im-
portant to the development plan is in-
volvement of citizens who really want
to make their community better than it
is.

Prior to 1969, community-develop-
ment activity in Milford occurred
sporadically, and efforts were inde-
pendent of one another. The only proj-
ect the community had joined together
for was construction of a municipal
swimming pool. (The village of Mil-
ford is a rural farming community of
1,700 located in east-central Illinois.
Like most small towns, it’s run by a
few full-time employees under the di-
rection of an elected mayor/board
working on a part-time basis.)

In 1969, the new owner/president
of Citizens State came to Milford and
became involved in various civic or-
ganizations. What Art Murray found
was a lot of desire to improve the liva-
bility of Milford, but little consensus
on how to do it and how to integrate
these activities.

The bank president and other civic
leaders decided to get together and
conduct a survey of citizen attitudes to
find out just what improvements were
desired. A local woman’s club conduct-
ed the survey, and then public meet-
ings were held to consolidate survey re-
sults into 15 general objectives that be-
came the “goals for Milford.”

It soon became apparent that reach-
ing these goals would require more
time, expertise and finances than the
civic leaders themselves could provide.
The bank then made a commitment to
hire a community involvement officer
to serve full time in pursuit of these
goals.

Ron Monts, the bank’s first communi-
ty development officer, spent most of

MID-CONTINENT BANKER for August,

By ANDREW P. ADSIT
Community Development
Officer
Citizens State Bank
Milford, IlI.

his time working with various state
agencies to determine what grants were
available and what types of assistance
these agencies could offer the village
of Milford. These contacts led to Mil-
ford’s being selected as one of the
towns in a pilot community program
that the state was starting. The purpose
of this program was to recognize a few
small communities that showed evi-
dence of trying to better themselves.
All state agencies were to give these
communities a high-priority rating for
grant funding and technical service.

Before the program got off to a good
start, it was tabled. The bank’s com-
munity development officer, however,
was able to secure a million-dollar
highway redevelopment project for
widening and topping the major east-
west road coming into the community.
These contacts also led to Milford’s re-
ceiving a grant for partial funding for
the salary of a village administrator.
With the combined efforts of the bank’s
community development officer, the
new village administrator and a steer-
ing committee (a group of civic lead-
ers and concerned individuals created
as a result of the pilot program), the
community began a strong effort to
reach the “goals of Milford.”

Three major projects that the second
community development officer, Dennis
Neal (now a bank vice president),

Andrew P. Adsit holds a master’s degree
in public administration from East Texas
State University in Commerce. He has
been an administrative assistant to the
city manager of Commerce and a person-
nel officer for the Texas Rehabilitation
Commission. He lived in Milford, 111, be-
fore leaving for college in 1969. His work
at the bank consists solely of acting as
community development officer. He doesn’t
handle any other bank functions. Locally,
he is chairman of the Planning Commis-
sion, a member of the Chamber of Com-
merce, Milford Improvement Association
and chairman of the annual “fun days,” a
weekend event in which all organizations
in Milford sponsor various activities, pa-
rades, etc.

1977

worked with were plans to make a
farm that the village owned into a
residential/recreational area and to de-
velop comprehensive plans for a down-
town-area remodeling program and a
new waste-water system.

Milford now has the comprehensive
plan for its downtown area, and the
concept of developing a combined resi-
dential/recreational area is still being
worked on. This project has been off to
a slow start because we also are trying
to integrate the development of the
new waste-treatment plant with it. The
intent is to use the water from the
treatment lagoons for spray irrigation
on a proposed golf course, with new
housing to be built around the course.
The first effort was to receive Environ-
mental Protection Agency (EPA) fund-
ing for part of this irrigation system,
but the EPA hasnt been very coopera-
tive. Therefore, plans now are being
worked out to build this same inte-
grated concept, but to fund it locally.

Besides the above-mentioned projects,
when | came to Milford last November,
I worked with the Village Board and
convinced its members to create a vil-
lage-sanctioned Milford Planning Com-
mission.

Because the community has its “goals
for Milford,” the Planning Commis-
sion’s work has been to design specific
projects that will meet the other ob-
jectives. This master plan (which never
was put into writing prior to the com-
mission’s efforts) now is in rough-draft
form. Once completed, it will give the
community a comprehensive set of inte-
grated projects that define what should
be done to reach each goal, who should
be involved and how the funding can
be obtained. | found this master-plan
idea outlined in the city of Dallas’
“Achieving the Goals” book.

A lot of time also has been spent
setting up contacts with state agencies.
This effort is to assure a better response
from them when the technical and
funding aspects of these projects re-
quire state assistance.

Other projects I've been associated
with include working with the village
administrator in setting up an industrial
site for new manufacturing companies.
Last winter, we thought a factory was
going to locate here because of our ef-
fort to secure land and to arrange for
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industrial revenue bonds. But when the
company turned us down because of
our community’s cannery waste odor,
we began looking for a way to elim-
inate the problem without adversely
affecting the cannery, which is one of
Milford’s oldest businesses.

By working with a Chicago consults
ing firm, we came up with a design
for an anaerobic digester that can con-
vert wastes into bio-gas of a quantity
and quality to supply the village-owned
gas system. The side benefit of this
project is that, hopefully, it will free
for irrigation the land the canning com-
pany now is using. This land then can
be used to develop longer runways for
the airport, with the remaining ground
for an airport-related industrial park.
This designed system also allows the
gas to be converted into electricity,
with the heat from the generators being
sold to any business in the adjoining in-
dustrial park. The background work on
the industrial park and airport are be-
ing done now, and the integration of
them with the digester is pending fed-
eral approval of a development grant.

To help the village gain a better
understanding of the possible waste-
water-system alternatives approvable
by the EPA, | attended a national con-
ference on “Less Costly Waste-Treat-
ment Systems for Small Communities.”
This effort didn’t convince the agencv
to approve our design plan, but it did
point out the many crisscross roads any
new idea must travel if a community is
willing to spend the time and money
to get its point across.

I also work with the Milford Im-
provement Association, a nonprofit or-
ganization, to redevelop housing and
building areas. This generally is a local
involvement, but at times we have to
deal with federal housing agencies to
help buyers secure proper government
assistance. This same type of aid is
offered anyone willing to start a needed
business.

Another project on which I'm work-
ing is designed to create the necessarv
funds to remodel a portion of the newly
acquired Village Hall for use as a com-
munity meeting room. The village
bought a former railroad station and
has remodeled part of it for use as vil -
lage offices. A planned fund-raising
project will involve designing a paint-
by-number mural on the wall of a
building facing the community’s main
thoroughfare. What we intend to do is
to encourage fund-raising projects and,
for each set amount of donations made
toward the restoration project, we will
have a certain section of this mural
painted.

While Milford has a long way to go,
growth and change are possible be-
cause most of the residents want them.
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Without this involvement and desire to
improve the community, no develop-
ment activity can be successful.
Citizens State remains confident that
its community development officer posi-
tion is a good investment for itself and
for its community because it provides
a resource person for the community
to use as it desires. | believe the in-
volvement of the bank and that of other
civic-minded residents will keep Mil-
ford from losing its positive momentum.

How Did You Do
On Your Test?

(Here are the five rules broken by the bank
as described on page 28).

Rule I

In smaller banks, it’s frequently dif-
ficult to achieve adequate distribution
of duties and responsibilities from the
standpoint of internal control. Weak-
nesses sometimes result where functions
of authorization, transaction processing
and ledger recording are given to one
employee. Thus, it’s dangerous to per-
mit a teller to act as bookkeeper or an
officer who signs bank drafts to recon-
cile correspondent-bank statements. The
degree of exposure depends on how
well this fundamental principle is ob-
served.

Rule I1:

If correspondent-bank statements are
reconciled regularly by the same em-
ployee and reconcilment schedules and
supporting data not reviewed by an-
other individual for clearance of recon-
ciling items, statement balances, out-
standing drafts, etc., concealment of
large shortages is quite simple. In fact,
the only protection against embezzle-
ments depends on the reconciler’s fund-
amental honesty and conscience.

Rule 11I:

When a would-be embezzler knows
he can intercept a depositors statement
prior to its delivery, he has unlimited
opportunity to forge checks and with-
hold deposits. Concealment is a simple
matter of removing and destroying the
items or entering the amount of the de-
posit on the statement only. Statement
balances are restored to the proper
amounts while ledger accounts con-
tinue to reflect the embezzlement. Pro-
tection against these situations can be
developed by: 1. Restricting access to
the file of depositor statements await-
ing delivery—particularly bookkeepers
and tellers should not be permitted to
handle the files. 2. Establishing a rota-
tion plan in statement preparation so
that an employee cannot anticipate the
accounts that will be assigned to him.
3. Mailing uncalled-for statements to
customers at least on a quarterly basis.

Rule IV:

“Wash entries,” debit and credit
amounts offset and cleared from an ac-
count, always must be subject to ques-
tion when their explanation is not
readily apparent. Some embezzlers have
transferred their shortages in and out
of accounts as a means of disguising
their presence. This is done with the
knowledge that all accounts customarily
are not reconciled simultaneously—
thus, by careful scheming, wash-entry
transfers can be scheduled just prior
to account verification and shortages
moved on to temporary concealment
elsewhere. The first step in preventing
these situations is to require official ap-
proval of all entry tickets—tickets
should bear an officer’s initials and con-
tain a brief explanation of the trans-
action. Additional precautions include
processing all entries through the tellers
and central proof system and instruct-
ing bookkeepers not to post unap-
proved entry tickets or those that are
not fully explained.

Rule V:

It’s difficult to find an answer to the
problem in smaller banks where ac-
counting is under control and direction
of one or two individuals. The tendency
of most employees is to follow instruc-
tions without question. Often, this is
because of a lack of understanding of
principles. Perhaps the best protection
is to develop and maintain a training
program for all employees, as, in the
last analysis, unless they have knowl-
edge and understanding of what they
are doing, there’s little hope of de-
veloping a sound system of internal
controls.

Association of Bank HCs.
Elects Officers at Convention

Harry Hood Bassett, chairman,
Southeast Banking Corp., was elected
chairman, Association of Bank Holding
Companies, during the association’s re-
cent 19th annual meeting in Colorado
Springs, Colo. He will serve as the
ABHC’s chief executive officer during
the coming year. Donald L. Rogers,
Washington, D. C., was reelected asso-
ciation president and continues as chief
administrative officer. Forrest J. Pretty-
man, also of Washington, was reelected
secretary. Donald R. Grangaard, chair-
man, First Bank System, Minneapolis,
was advanced to chairman-elect and is
in line to succeed Mr. Bassett next year.
Frederick Deane Jr., chairman and
president, Bank of Virginia Co., Rich-
mond, was elected vice chairman. Con-
tinuing as treasurer is Spencer F. Ec-
cles, president, First Security Corp.,
Salt Lake City.
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CONDENSED STATEMENT OF CONDITION

AS OF JUNE 30, 1977

RESOURCES

Cash and DUE frOM B an K S ..ottt e e et ae e e e e eeaens $ 146,265,903.68
U. S. TreaSUNY SECUIITIES cciiiie it e ciie e eetie e e s stte e e et ee e s sas raeeeesnraeeessseeeeeananees 443,786,604.76
U. S. Government Guaranteed S ECUIIES ..oiiiiiieeiii i 63,407,546.25
Obligations of States and Political SubdiViSiONS.......cccccvveeiiiiiiie i e, 60,765,330.13
Stock iN Federal RESEIVE B AN K .....ooioeieeeee ettt e e e e e e e e e e s 1,500,000.00
Federal Funds Sold and Securities Purchased Under Agreements to Resell . .. 5,400,000.00
Loans ........ccc...... 622,899,423.76
Less: Valuation Portion of the Reserve For Possible Loan Losses.................. 6,982,097.12
615,917,326.64

Bank Premises and EQUIPMENT........oiiiiiii et 9,637,457.48
Other REaAl ESTAl@..cccci it e e e e e e e e e s s r e e e e e e e e e e eannes 29,664.31
Customers' Acceptance Liability ... 523,795.96
Accrued INCOME RECEIVADIE ... et e e 15,412,422.88
(O 1 ] Y ) £ PPR 10,798,320.95
O A $ 1,373,444.373.04

LIABILITIES
DT 00 13| £ OSSPSR $ 1,124,703,341.26
Federal Funds Purchased and Securities Sold Under Agreements to Repurchase 111,930,000.00
Acceptances OUtSTANAING . ....ccoviiiiei i 523,795.96
Dividend Payable JUly 1, 1977 ittt saa e 1,343,442.50
Special DIvidends Payable.......ccoooiiiiiiiiee e s 2,886,866.94
Accrued Taxes, Interest and EXPENSES. ...ttt 16,676,537.75
Deferred Income Tax Portion of the Reserve For Possible Loan Losses.............. 1,932,027,20
TOTAL LIABILITIES . ...ttt e e eeeea e e e e $ 1,259,996,011.61
CAPITAL ACCOUNTS

CaPItAl STOCK oo $ 2,800,000.00
ST [ o [V SRRSO 47,200,000.00
(0T g Lo 11V o [=To I =4 o) {1 £SO 60,493,239.19
Capital Portion of Loan Loss and Securities RESErves . . .....ccccccovieeeevnivieessennenn. 2,955,122.24
TOTAL CAPITAL ACCOUNT S .o $ 113,448,361.43
IO Y SRR $ 1,373,444,373.04
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Mimi Hall, ombudsman for Nat'l Bank of

Memphis,
with customer, Virgil File. In her role as

discusses problem

customer's advocate at NBC, Miss Hall
spends her days visiting with complaining
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then checking problems out
with bank employees involved. Objective
is to show customers bank does want
them to be happy and to continue doing
business with NBC.

Customer-Complaint Problems
Handled by Bank s Ombudsman

USTOMER COMPLAINTS—what

business doesnt have them? Bank-
ing, of course is no exception. These
complaints may not always be valid,
but it’s important they be handled to
the satisfaction of the customers making
them without costing banks a lot of
time and money.

Memphis’ National Bank of Com-
merce believes it has solved the custom-
er-complaint problem by creating the
post of ombudsman. As defined in Web-
ster’s New Collegiate Dictionary, this
means “one who investigates reported
complaints (as from . . . consumers),
reports findings and helps achieve
equitable settlements.” Actually, the
word is Swedish in origin and means
a commissioner appointed by a legisla-
ture, as in some Scandinavian countries,
to hear and investigate complaints by
private citizens against government of-
ficials or agencies.

NBC’s ombudsman is Mimi Hall,
who was appointed to the post in Octo-
ber, 1975, and works out of the media
and community relations division. She
describes her role as a listener, trouble-
shooter, investigator, researcher, report-
er and diplomat who takes the custom-
er’s viewpoint to bank management for
closer scrutiny. However, she remains
objective, stays in the middle without
taking either the customer’s or the
bank’s side. She looks at a situation
from both the viewpoint of the com-
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By ROSEMARY MCcKELVEY
Managing Editor

plaining customer and the employee or
employees involved. Then, she tries to
find a solution amicable to both sides.

Miss Hall spends her days visiting
with complaining customers, then check-
ing either by telephone or in person
with the employees involved, writing
reports on the complaints and sending
them to management and, finally, but
most importantly, sending personal let-
ters to the complaining customers tell-
ing them about the bank’s reactions to
their problems. The writing part of her
job comes easily to Miss Hall because
she is a journalism graduate of Mem-
phis State University.

Since NBC began its ombudsman
program nearly two years ago, there
have been close to 300 formal com-
plaints lodged with Miss Hall, just over
one per working day. She says they
have ranged in dollar amounts from as
little as $1 to several thousands, but to
the complaining customers, each was of
major importance.

The No. 1 source of complaints for
NBC is difficulty in cashing a check.
Running a distant second, Miss Hall
continues, are complaints about service
charges, but, she explains, these are to
be expected. “They’re like taxes,” she

says. “No one likes them, but everyone
pays them.” Not far behind service
charges come complaints about over-
drafts. In this category, says Miss Hall,
are customers who simply have record-
ed their checks incorrectly in their
check registers and want to find their
mistake; there are customers who in-
sist they could not be overdrawn, and
there are customers whose complaints
have a different angle. Like the custom-
ers complaining about difficulty in cash-
ing checks, these customers, she says,
have basically one message: Nobody at
the bank seemed to care about their
problems. These customers explain their
problems in detail to Miss Hall and
then tell her that it isn’t the specifics of
the problem that bother them; it’s the
manner in which the problem was han-
dled. As Miss Hall puts it, “It wasnt
the fact they had to show identification
or pay a $7.50 overdraft charge. It was
that nobody at the bank wanted to lis-
ten to their problems. No one took the
time to treat them as individuals.”
What can an ombudsman do to show
a customer that the bank cares about
him or her? Let Miss Hall describe how
she does it: “The first thing | do is
listen. | take notes on everything the
customer tells me and let him or her
give me every last detail on what’s bug-
ging the customer. | then contact the
person the customer has complained
about and | listen again, this time to
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Fingertip Control for Decision Makers

Central National Bank in Chicago offers thirteen automated * General Ledger * Accounts Reconciliation
financial systems designed to simplify your life by #rowdlng you * Mortgage Loan * Central Information File
with the bottom line benefits of total operational efficiency These » Commercial Loan * Proof of Deposit

benefits include: * Payroll Processing
As part of our total capability, our systems have numerous op-

. %ﬁ%’ld'r%n grftlﬂencal workload tions to fit your specific needs and as more automated systems are
. Sim |yf| audltln rocedures developed for your use, they will be adaptable without any internal
. Man%gement contgrorl) conversion of your present Central Automated Financial System.
« Performance and profitability evaluation In less than one year, we have introduced four additional new
« Increased accuracy and efficiency systems to meet the ever expanding needs of the market we serve.
Central Automated Financial SKstems give you the ability to They are:

identify problems and trends, and the time to react quickly to profit » Bond Portfolio Analysis

effective opportunities. We give you batch and on-line capabilities » Accounts Reconciliation

and thirteen systems representing the most advanced state of the  Central Information File

data processing art. All are supported by a major national data  Proof of Deposit

processing organization with 3,800 computer people of whom over

900 are specifically dedicated to financial systems. All reports are available in micro-fiche and microfilm.

. Take advantage of the opportunity to improve bottom line
Our systems are: benefits by calling us. We Wiﬁ be happy to discuss these systems
* Savings * Reserve Credit and how they can be custom-tailored to satisfy your needs. Call
» Demand Deposit * Installment Loan your Central Automated Financial Systems representative at

« Certificates of Deposit » Bond Portfolio Analysis (312)443-7200.

We’re committed to progress. Yours.

CENTRAL AUTOMATED FINANCIAL SYSTEMS

A Division of Central National Bank in Chicago
120 South LaSalle Street ¢ Chicago, lllinois 60603

Telephone: (312) 443-7200
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the employee s side of the story. Next,
I start talking, asking questions based
on what the customer has told me. |
look for ways to solve the customer’s
problem. Can we refund the service
charge? Can we get her a copy of last
month’s statement? Can we take an-
other look at his Master Charge applica-
tion to see if he might meet our quali-
fications? Then, specific actions are
taken to resolve the problem, and I
notify the customer of the action taken.

“This investigative process takes an
average of 122 days. Averages in this in-
stance can be misleading because of the
individual nature of each complaint.
Some require minutes; some take days
to resolve.

“Then comes the hard part. | try to
evaluate what happened fairly and ob-
jectively, not to assess blame, but to try
and establish if we did all we could to
serve that customer and, if not, why
not. | write a full account of the com-
plaint, my research, the resolution of
the complaint and my evaluation and
report this to NBC’s chairman and
president, Bruce E. Campbell Jr., and
those senior officers and department
heads whose areas were involved in the
complaint. Then, if Mr. Campbell be-
lieves that a complaint can be attributed
to a policy or procedure that can be
altered, he calls together all parties in-
volved in both the complaint and the
administration of the particular policy,
and we try to iron out the problem co-
operatively.”

Miss Hall says that many problems
have been worked out by just such a
format. One example she cites: When
the bank first became involved in the
direct deposit of social security checks,
she received a complaint from an older
customer who was upset because he
didnt get a receipt when his monthly
check was deposited for him. This left
him with no record of the deposit until
his statement arrived, and he was afraid
that he would not be notified if, for
some reason, the check failed to reach
his account. This complaint was taken
under consideration by top management
and officers in the deposit-services area,
and they decided the customer was
right. After all, the bank sends receipts
to other mail-deposit customers. Why
slight senior citizens? As a result, NBC
now issues receipts to these direct-de-
posit customers and, according to Miss
Hall, is one of the few financial in-
stitutions in the area that does.

In situations like this, Miss Hall de-
scribes her ombudsman role as that of a
catalyst, bringing together the specifics
of an issue, based on information
gathered from those who have problems
and those who can solve them.

The problems don’t always come
from customers. For instance, a branch
officer asked Miss Hall to check into
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the possibility of adding the date of an
account’s opening to the bank’s com-
puter-verification system so that an em-
ployee calling to get information on a
balance could know instantly when the
account was opened. This suggestion
was directed at two somewhat contra-
dictory, but composite, problems. On
the one hand, the bank was experienc-
ing far too many bad-check losses and,
on the other hand, customers were be-
coming irritated at having to wait long
periods at the branches to have their
accounts checked out fully. It was ob-
served that most of the bad on-us
checks came from accounts opened for
only six months or less. Therefore, given
this information quickly and with only
one call to the computer, a teller or of-
ficer could make a better and faster
decision whether to cash a check. Miss
Hall passed this suggestion on to Mr.
Campbell, who thought it had merit,
and, with the enthusiastic cooperation
of the deposit-services area and the
bank’s data processing subsidiary, Com-
merce General, the addition was made.

As a result of a mid-year review of
complaints received by Miss Hall, Mr.
Campbell set up a “complaint task
force,” composed of the ombudsman,
Jane Mahan, head of the media and
community relations division, Walter
Howell, director, customer  service
group, and Fred de Boode, business de-
velopment officer. This committee exam-
ined the bank’s procedures for accept-
ing stop payments, problems with du-
plicate demand-deposit-account num-
bers and reasons for lost statements and
lost deposits and then made some ef-
fective recommendations on these sub-
jects.

Miss Hall also alludes to the quarter-
ly rap sessions held with tellers and
account-information clerks that are a
part of the ombudsman program. These
meetings are the outgrowth of com-
plaints from customers about the per-
sonal treatment or lack of it they re-
ceive from NBC employees. Miss Hall
discussed with Mr. Campbell the prob-
lem that the bank’s employees seemed
to be having in communicating with
customers. Mr. Campbell suggested
that Miss Hall organize meetings with
what she calls NBC’s “front-line troops”
so that they understand customers’
needs better and so that Miss Hall
might better understand employees
problems in relating to customers.
These rap sessions are informal: Miss
Hall speaks first, outlining complaints
she’s heard from customers; then, the
employees discuss these complaints
from their perspective. After that, ideas
are shared on how NBC can better
serve its customers without imposing
hardships on individual employees.

According to Miss Hall, the sessions
have been beneficial in several ways:

They give management a good feel for
employees’ temperament at a particular
time. They have produced some positive
procedural alterations. Most important-
ly, they give employees the feeling that
someone in management cares and is
willing to listen to their side of a story.

Would an ombudsman program work
at any size bank? Miss Hall believes
there are some problems common to all
banks and that an ombudsman can
identify and address them effectively.
The person named as ombudsman
doesnt have to be full time, she sug-
gests. At a small bank, this person could
be part-time or serve as a special assist-
ant to the president and have other
duties.

What are some problems common to
all banks? “First,” says Miss Hall,
“there’s the ‘us-against-them’ dilemma.
It is characteristic of all institutions, be
they utilities, government agencies or
banks. Employees of institutions have to
deal with the general public on a daily
basis, and they see it all. They constant-
ly have demands made of them, are
witness to rude and aggressive behavior
by their customers and are exposed to
human nature that is most unrefined.
Often after this kind of exposure, insti-
tutional employees tend to turn inward
to their fellow employees, ‘to circle the
wagons ‘round the campfire,” so to
speak, and to begin to view the cus-
tomer as the enemy.” When this hap-
pens, every customer request, every
complaint, no matter how gently ex-
pressed, is viewed with suspicion. The
employees begin to assume that the cus-
tomer is wrong, that the customer is at
fault. Overlooked in the employee’s
frustration is the fact that the sole rea-
son he or she continues to have a job is
the customer. He’s not our enemy; he’s
our paycheck! And he or she can serve
as a constant reminder to the employees
that their priority always should be to
serve the customer, whether he’s sloppy
or well dressed, whether he’s friendly
or rude and whether we like him or
not.”

Another problem referred to by Miss
Hall is buck-passing. As she puts it,
“Employees tend to pass an irate cus-
tomer on faster than greased lightning.
The only difference between buck-pass-
ing in a large bank and in a small-to-
medium-sized one is the distance the
buck has to travel. An ombudsman of-
fers relief to this problem because he
or she provides a focal point for com-
plaints. | think one of the biggest bene-
fits | offer a customer is that once he
contacts me, he won’t be referred to
anyone else. I'm the only person he
deals with. If anyone is to be trans-
ferred from department to department
or put on hold for interminable lengths
of time, it’s I, not the customer. Some-
times 1 go home with a severe case of
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When it comes to D& O Protection,
more financial institutions
choose MG 1C.

Here’swhy.

1. As a respected member of the financial
community, we have used our expertise to
create a policy that provides the most
complete range of coverage options specially
tailored to meet financial institution needs.

2. We have available a fiduciary liability
extension rider to protect fiduciaries of your
own employee benefit plans. The basic policy
also includes protection for trust officers,
including their exposure under ERISA

3. MGIC provides 100% coverage above any
selected deductible (except in New York State
where prohibited by law), enables you to
select your own counsel subject to our
approval - and at our option, can provide you
with costly legal fee advances.

4. MGIC also provides every policyholder with
aquarterly copy of Counsel—an MGIC
newsletter which has now become one of the
nation's most authoritative sources for loss
prevention information on D&O liability,
cases, claims and activity.

It isthis unique combination that
continues to make MGIC coverage the most
desirable choice for all financial institutions. To
learn more, simply contact your insurance
broker or local MGIC representative.

MGIC Indemnity Corporation

Directors’ and Officers’ Liability Protection

A Member of the MGIC Investment Corporation Family

MGIC Plaza, Milwaukee, Wisconsin 53201

Phone 800-558-9900 Ext. 6648. In Wisconsin, 800-2-"2-9275.
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‘telephonitis, but | figure | get paid for
it; the customer does not.”

A third and more modern problem
shared by all banks, continues Miss
Hall, is that of government regulation.
From Regs B to Z, she says, the bank-
ing industry is being deluged by con-
sumer dos and don’ts from the federal
government. She cites these statistics:
In 1976, the FDIC received 1,200 con-
sumer complaints and 2,800 inquiries
regarding practices of state banks that
aren’t members of the Fed. In 1975, the
FDIC received only 500 complaints.

In 1975, the Fed began reviewing
consumer complaints, even before the
Fed adopted Regulation AA, inviting
consumers to take their complaints to
the Fed. Early this year, says Miss Hall,
the Fed put its complaint mechanism
on computer and put into its new sys-
tem more than 3,500 consumer com-
plaints. Most of these complaints, she
continues, are simple breakdowns in
communication between banks and
their customers.

Where does the ombudsman fit in
with these regulatory problems? NBC
has added to the ombudsmans initial
responsibility as customer advocate the
task of monitoring and, more important-
ly, interpreting the new consumer legis-
lation. Miss Hall believes this is a na-
tural extension of the function because
the ombudsman certainly should be
aware of any legal liability on the
bank’s part when he or she first discusses
a complaint with a customer. On the
flip side of the coin, the ombudsman
can bring a more realistic understand-
ing of the customer’ interest to any
in-bank discussion of consumer legisla-
tion. According to Miss Hall, the om-
budsman can advise department heads
about their responsibilities in complying
with specific regulations, can make rec-
ommendations for changing policies and
procedures to assure the bank’s compli-
ance and can point up, for corrective
purposes, possible violations existing in
the bank.

Another benefit from the ombudsman
program, she adds, is that of goodwill
and gives this example: Last fall, NBC
became one of the first banks in the
country to be checked by the new con-
sumer legislation examining team from
the Comptroller’s Office. During the
team’s examination, several members
commented favorably on the bank’s
ombudsman program, which conveyed
to them the impression that NBC was
acting in good faith to comply with all
the new legislation. Miss Hall believes
the program would make the same fa-
vorable impression if NBC were taken
to court for possible violation of a reg-
ulation.

Naturally, Miss Hall is sold on the
ombudsman program. As she put it,
managing a bank’s financial resources is
mighty important, but “unless you man-
age your human resources properly, you
need never worry about your financial
ones, because they’ll be severely limit-
ed.” o

Troubleshooter® Appointed at Minneapolis Bank

To Hear and Take Care of Customers® Complaints

HEN CUSTOMERS of Northwest-

ern National, Minneapolis, “get
mad,” they have someone at the bank
they can call, someone on whom they
can unload their problems. That person
is John Uhl, head of the customer rights
department. In fact, the bank, through
newspaper ads, statement stuffers and
other media, encourages anyone with a
“pbeef” to contact Mr. Uhl, who, the
bank promises, “will get to the bottom
of things.”

Mr. Uhl’s job is not to straighten out
a customer’s checkbook. The bank
points out that it has customer service
representatives for that. He’s there, say
the bank’s ads, “for when you get
‘steamed up,” and normal channels don’t
seem to work.”

For instance, there was the woman
customer who called him to ask, “Why
do you have to punch those holes in my
envelope? Someone can snoop and see
how much | deposit.” Mr. Uhl tried to
explain that the holes help bank per-
sonnel make sure they don’t overlook
something in the envelope. However,
the caller wanted the envelope style
she had used for years, the one with-
out the two small holes. Mr. Uhl as-
sured her she would get what she
wanted.

Mr. Uhl even straightened out an
account of a customer in Madrid, Spain.
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The latter wrote the bank that he had
sent a deposit to the bank in March and
then, weeks later, had written a check
to cover an insurance policy, but the
check bounced. Northwestern National
didnt have a record of the deposit, but
Mr. Uhl set about to see what hap-
pened. He cleared it up for the custom-
er and even had two $4.50 charges re-
versed that had been levied on the
customer in Madrid, even though the
trouble was not the bank’s fault. The

o NORTHWESTER«
N ational Bank

We're onyour side.

This statement stuffer tells customers of North-
western Nat'l, Minneapolis, about its customer
rights officer, John Uhl. Similar ads are used
in newspapers.

quick action brought a letter from the
overseas customer, who admitted that
his average balances have been low and
have cost the bank more than it has
received in return from his account
over the last nine years.

“All this,” the letter continues,
“makes me all the more delighted that
you are willing and able to give the
same personal treatment to a small ac-
count that you give to a much bigger,
and presumably more profitable, one.”

The post of customer rights officer is
part of an ongoing personal banking
program started 15 years ago by the
bank. In fact, Mr. Uhl reports to the
head of the personal banking division.

Like the ombudsman post at National
Bank of Commerce, Memphis (see page
58), Mr. Uhl’s job is to hear out an an-
gry or upset customer, then cut through
red tape to find out what went wrong
and what can be done to set the matter
right. Mr. Uhl says he tries to feel
empathy with a customer “because I’'m
supposed to represent him first of all.”
He also points out, “We sell our custom-
ers about 100 kinds of services, but we
shouldn’t be so busy selling them things
we can't talk with them and help them
if something’s wrong.”

Northwestern National has based an
entire ad campaign around its personal
banking program, and its theme is
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Manufacturers Hanover
Cash Letter Express Services
speed up your cash flow.

Funds available

faster.

Manufacturers
Hanover has itsown
ways to convert in-
transit items into
cash—fast. Just as
we do itfor our-
selves, we do itfor
our correspondents.
And we do itall—
sorting, bundling,
collecting and
crediting.

MANUFACTURERS HANOVER

Member FD1C

The Early Bird
delivers.

To beat traffic, we
use helicopters to
speed your checks
from the airportto
our processing
center. Atour
se. This gives
you more time
to meet the
deadline

MID-CONTINENT BANKER for August, 1977

Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis

for converting late
items into “good”
funds.

Control over
funds.

MHT does the work,
butyou’re in full
control of your
funds at all times.
We provide daily
verifications via
bank wire or phone,

advise you of date
and time of receipt,
confirm totals and
major return items
of the previous day.

Low Costs.

Because we com-
pute our Earnings
Credit Rate differ-
ently from many
other New York City
banks, we keep
balance require-
ments down. Thus
your net costs are
unusually low for
superior service.

For more details
and our latest avail-
ability schedule,
contact our Cash
Letter specialist,
Ronald R. Pabian,
Manufacturers
Hanover, 350 Park
Avenue, New York,
N.Y. 10022.

(212) 350-4107.
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“We're on Your Side.” This campaign is
being seen in TV commercials, on bill-
boards and in newspapers and is being
featured on radio commercials. It’s also
used in print ads centered around Mr.
Uhl. These ads feature his picture, and
copy in them reads, in part: “Meet John
uhl, the head of our new customer
rights department. His job is to protect
your rights at Northwestern National
Bank of Minneapolis. He’s on our pay-
roll, but he works for you.

“Because we believe that as our cus-
tomer, you are entitled to certain rights.
Like the right to a satisfactory explana-
tion if you are turned down for a loan.
The right to courteous service. The
right to fair treatment. The right to
speed and efficiency in all transactions.
The right to privacy. The right to be
treated with respect as an individual.

“And if your rights are not respected,
you get mad. And that’s when it’s time
to call John.”

Mr. Uhl works well with people and
can write effective letters, both requi-
sites for his job. He calls himself a
“frustrated actor,” who has appeared in
about 20 plays. This probably explains
his clear and well-modulated speech.
He also is described as easygoing,
which is a big asset when dealing with
unhappy and upset people.

In addition to soothing irate custom-
ers, Mr. Uhl plans to make a study
of persons who close their accounts at
Northwestern National. He plans to ask
them why they do so and, if any similar
reasons are given, the bank will take
steps to correct the situation. * e

Employees Volunteer:

Free Speakers' Bureau
Created by St. Louis Bank
For Talks on Banking

To promote a better understanding
of the role of banking and free enter-
prise in the business world and every-
day life, St. Louis’ First National has
established a speakers’ bureau. Called
“First Speakers’ Forum,” the new ser-
vice is available, without charge, to
civic groups, schools and business or-
ganizations.

“Each day, banking and financial
services, and the organizations which
provide them, grow more complex as
new legislation and regulations cause
them to change,” says the bank’s chair-
man, Clarence C. Barksdale. “Recogniz-
ing that few people ever have had the
opportunity of studying the banking
role in society, First National has de-
veloped the First Speakers’ Forum
bureau to broaden the public’s under-
standing of banking, including our ser-
vices to the community, the interde-
pendent role of banking and business
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and the role of business in general in
the community.”

Among programs currently available
are “The Business of Banking,” a dis-
cussion of full-service banking and pop-
ular misconceptions about banking;
“Banking and the Economy,” which
discusses America’s financial system, in-
flation and what makes interest rates;
“Personal Money Management,” which
covers such topics as getting the most
out of money and tips on home buying
and credit; and “Banking in the ’70s,”
which discusses employment oppor-
tunities in banking.

“While we have these specific pro-
grams currently available,” notes Mr.
Barksdale, “we are prepared to develop
others, such as how to balance a check-
book, the value of wills and trusts and
others of similar nature if we are re-
quested to do so.”

Forum speakers are bank employes
who are volunteering their free time to
make the presentations.

Besides the First Speakers’ Forum
presentation, First National has avail-
able numerous 16 mm color and sound
films dealing with other aspects of
banking as well as America’s free-en-
terprise system.

At Continental lllinois:

Bank's 'Social Investment'
Averages $3 Million a Year

For the past five years, the *social
investment” of Continental Illinois Na-
tional, Chicago, has averaged about $3
million annually. That “investment” has
been made in Chicago-area programs
and activities in which the bank and
its staff have taken leadership positions.

“Social investments” by the bank,
according to a Continental spokesman,
include direct contributions from the
Continental Bank Charitable Founda-
tion, general community support, edu-
cational lending and staff support to
community groups.

In its third biennial report on public-
responsibility projects, “. . . Because
We Live Here,” the bank’s participa-
tion in 111 separate projects was dis-
cussed: education, consumer services,
employment, minority enterprise, area
development, housing, health, citizen
assistance, civic participation, urban
communications, culture and the arts,
and staff “loaned executives” to com-
munity groups.

According to the Continental spokes-
man, the bank “must earn the oppor-
tunity to remain in business through
corporate good citizenship. Serving and
strengthening the Chicago community
in every way that we can obviously is
in the bank’s own vital interest.”

Singled out in the report as groups

that have received much assistance
from Continental Bank were the Eco-
nomic Development Commission, which
the bank helped establish to attract
and retain business and industry in
Chicago; the Dearborn Park Corp.,
which will develop an area south of
the Loop into a “new town” residential
community; the Woodlawn Organiza-
tion’s community redevelopment pro-
gram and Jackson Park Hospital’s fund
rive.

During 1976:

Bank Grants of $350,000
Go to Chicago Agencies

The Harris Bank Foundation, Chi-
cago, has announced that during 1976
it awarded grants totaling $356,374.
The philanthropic foundation of Harris
Bank made its largest grant, $143,500,
to the Chicago Metropolitan Crusade
of Mercy.

The foundation benefits agencies
covering a broad range of the Chicago
area s cultural, educational, civic, social
and health services.

The Harris Bank Foundation made
a total of $120,624 in educational
awards during the past year, it was an-
nounced. This figure includes alloca-
tions to building funds, capital cam-
paigns and contributions to 79 colleges
and universities under the bank’s em-
ployee matching-gift plan.

Grants for support of minority and
youth programs included those to Chi-
cago youth centers, the Latino Insti-
tute, the Chicago Alliance for Col-
laborative Effort, Casa Central and the
Association House of Chicago.

Heading the foundation is John L.
Stephens, senior vice president and
corporate and employee relations ad-
ministration head for the bank.

Conservation:

‘Energy-Wise' Exhibit
Held by Chicago City Bank

“Energy Saving and Safety” was the
title of two free displays held at Chi-
cago City Bank in cooperation with the
Peoples Gas Light & Coke Co. during
regular banking hours.

Visitors to the exhibit were able to
view films and obtain pamphlets on
energy conservation, home manage-
ment, meal planning, furnace mainte-
nance and kitchen and residential safe-

The display was held as part of the
bank’s ongoing community-service pro-
gram. Visitors to the exhibit were en-
couraged to learn how to save time,
energy and money.
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Work with a banker
who knowswhat his bank
can do for you.

At First National Bank in St Louis, our corre-
spondent bankers are trained in what our bank can
do for you. Across the board. Department by
department.

The result is men with solid experience and
individual authority. So they can make fast decisions
for you on their own.

They’re backed by a bank with strong, steady
growth. And total banking capabilities including
overline loans, bond department services, computer-
ized check collection, cash management systems.
Plus our annual correspondent seminars where you
can exchange ideas and learn about new profit
opportunities.

Get to know your First National correspondent
banker. He knows his bank. He’d like to put us to
work for you.

First National Bank in St.Louis9 ™

Member FDIC WM I H i
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"Spring Tune-Up":

Bank Aids Older Citizens,
Sponsors Health Clinic

After research disclosed that health
and nutrition were major concerns of
Denver-area senior citizens, Central
Bank became involved by sponsoring
a “Spring Tune-Up,” a day-long fair
and seminar on health and nutrition.

It was held in cooperation with Vol-
unteers of America and the University
of Colorado Medical Center, and a ca-
pacity crowd of 550 senior citizens was
on hand for the event. More than 45
health-related organizations provided
information on smoking, visiting-nurse
services, Medicare, arthritis, mental-
health services and a variety of other
topics.

During the seminar, the American
Lung Association gave free screenings
for respiratory function; the Society for
the Prevention of Blindness tested for
glaucoma, and the American Bed Cross
and other agencies checked the senior
citizens” blood pressure. In addition,
speech pathologists were on hand to
provide hearing tests.

A number of physicians and a nutri-
tionist addressed the seminar on arthri-
tis, cancer, exercise and nutrition for
older people. Elderly participants also
received box lunches and free transpor-
tation.

Doctor from University of Colorado Medical
Center performs glaucoma test during "Spring
Tune-Up,"” health fair sponsored for area
senior citizens by Central Bank of Denver.

'Porta-Printer':

Bank's Special Equipment
Enables Deafto 'Hear'

Special communications equipment
has been installed at Olathe (Kan.)
State that allows its deaf customers to
“hear.” The *“Porta-Printer,” as the
equipment is called, connects directly
into telephone lines and provides a
printout of a message transmitted to
or from another such device.

The equipment’s primary use is to
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give deaf customers information about
accounts and other bank services. A
customer can find out his account bal-
ance, transfer funds or discuss a loan
through use of the “Porta-Printer.”

“We know that several hundred per-
sons in the Olathe area have needed this
kind of banking service for a long
time,” says Norman E. Herrington,
bank president and CEO. “In addition,
we plan to expand the use of the
‘Porta-Printer’ to provide a number of
nonbanking services, for example, to
arrange medical and business appoint-
ments, make reservations for entertain-
ment events or to take care of shopping
by telephone for our deaf customers.”

Serving as Olathe State’s director of
public relations for the deaf is Stanley
D. Roth Sr., who served for 30 years
as superintendent of the Kansas State
School for the Deaf.

m JAMES D. BERRY, chairman and
CEO, Republic of Texas Corp., Dallas,
has been elected a director of Republic
National, Dallas, a subsidiary of the
HC.

m RIO GRANDE VALLEY BANK,
Albuquerque, has named Karl Juric
vice president and Timothy R. Fischer
cashier.

Tax Reform Act

(Continued from page 34)

The husband, by will, leaves his
property to his wife in two packages.
Package A qualifies for the marital de-
duction, usually at the maximum level.
Package B holds the rest of the prop-
erty in a life estate. After the husband’s
death, the wife has the income from
both packages and generally the right
to dip into the principal of package A.
Her right to invade the principal of
package B is limited. A trustee could
be given the power to invade principal
according to an ‘“ascertainable stan-
dard” such as for her care, support and
maintenance. And she could be given
the right to request the greater of
$5,000 or 5% of principal each year.

At the wife’s death, package B prop-
erty goes on to the holder of the re-
mainder interest—usually the children
—without further federal estate tax.
The residue of package A is taxed in
her estate.

In effect, about half the property
(package B) is taxed at the husband’s
death—package A was deductible un-
der the marital deduction—and the

rest (package A) is taxed at her death.

The big drawback with Model 1 is
the assumptions—the husband must
own all or most of the property to
make it work, and he must cooperate
and die first. If he doesn’t, a Model |
plan may mean a larger federal estate
tax bill at his death—unless he remar-

ries and leaves some property to the
new spouse.
Model 11—This approach assumes

balanced estates as shown in Figure 3
on page 34. Half the family wealth is
owned by the husband and half is in
the wife’s name. That’s possible with
tenancy in common ownership (each
has an undivided half interest in each
asset) or with individual ownership
kept in balance.

Each spouse leaves the other a life
estate by will in the property interests
owned. That means half is taxed at
each death, and the order of death is
unimportant. There’s no marital de-
duction claimed. Note that the survivor
receives all the income from all the
property and can dip into the principal
of the portion in that person’s name.

A pure Model Il may not be optimal
in terms of maximizing wealth. But it
usually comes close.

Modified Model 1I—This one (see
Figure 4 on page 34) starts off with
balanced estates, as with a pure Model
Il. But at the first death, the estates
are “unbalanced” by reducing the size
of the deceased’s estate by claiming a
partial marital deduction. That boosts
the size of the survivor’s estate, of
course. But that may be a wise move.
It means interest-free use of deferred
tax dollars. And that can be a big fac-
tor.

The size of the marital deduction for

optimal results depends on five key
factors: (1) life expectancy of the sur-
viving spouse, (2) subjective estimate
of health of the survivor (disregarded
if normal for age, but it overrides life
expectancy if condition is poor), (3)
return expected on deferred tax dollars,
(4) expected rate of inflation (or de-
flation) and (5) expected changes in
the tax system. The effects of inflation
can be striking. With inflation at 5%,
after eight years a $550,000 estate
grows to $895,950. That’s why, with
balanced estates, it often is not advis-
able to claim a full marital deduction
at the first death.
It’s especially important
for young couples to give serious
thought to how property should be
owned. If it’s thought the estates even-
tually will move into the range of seri-
ous federal estate tax liability, a care-
ful look at the two basic choices—bal-
anced estates or all in one spouse’s
name—makes sense. ¢ o

Conclusion.
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Pick your service expert
asyou pickyourgolfpm

If you’re serious about your game, Quick response to your call for help
sooner or later you’re going to find a is just as important as technical know-how.
pro to correct your faults and help you Mosler has the best response record in
with the fine points. the business, and emergency service is

Mosler Service Centers are staffed available 7 days a week,
with pros to help you operate 24 hours a day.
at maximum efficiency. You should
They know Mosler equip- investigate the Mosler
ment, literally, inside and Service Contract. It
out. They spend hour after backs up your equip-
hour in “hands-on” classroom ment with a promise
training in laboratories and apro. Write
second to none in the J Dept. S-3to find out
industry. In addition, how.

service technicians are
backed up by service
specialists should

an unusual

service

problem arise.

M osler

An American-Standard Company
Hamilton, Ohio 45012
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cheques,

to lose them on aweekend.

Or on aholiday. Or even at night.

Why? Because ordinary travelers
cheques have ordinary refund systems.
Which are only open during normal
banking hours, Monday through Friday.

If a customer loses ordinary travelers
cheques on a weekend, he could be out
of funds for quite some time.

And thatsenough to ruin a per-
fectly good vacation.

Your customer deserves better than
this. He deserves American Express®
Travelers Cheques.

With American Express, your cus-
tomers can get an Emergency Refund"
24 hours a day, 365 days a year, for up to
$100 at Holiday Inns across America
and Canada.

Our Emergency Refund systemalone
Is enough to rescue a vacation from
disaster. But it’s just one of the reasons

why American Express is the world’
number one brand of travelers cheque.

Here are a few more.

1 Your customers can get full
refunds during normal business hours.
Usually on the same day. In addition to
Emergency Refunds at odd hours.

2. American Express Travelers
Cheques are good at thousands more ho-
tels, motels, restaurants and gas stations
across America than any other brand.

3. Only American Express Travelers
Cheques are supported by the world’s
largest network of travel offices.

Helpful places around the world where
your customers can go with a problem.

Good customer relations are price-
less. You can protect them
with the world’s number one
brand of travelers cheques:

American Express. ®

American BExoress Travelers Chegues
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“mmm| think a multinational commercial bank with a well-conceived branch
structure and an alert, flexible management should have nothing to fear from
increasing refinement of the competitive process that’s underway and that
will continue. Commercial banks, with their substantial capital base, are well
positioned to hold their own and, in fact, to benefit from the continuin

mar

eroig?sg),f barriers to the free flow of funds among expanding world financia

Two Multinational Banking Trends:
More Competition; Less Regulation

'T'HERE are two trends in the inter-

national-banking field that seem to
me to be constructive. One is the pros-
pect of more intense, but, at the same
time, more evenhanded, competition all
over the world. The other is the possi-
bility of better-conceived and, on bal-
ance, less regulation of multinational
banks’ activities. The latter trend has a
lot further to go than the former, but 1
think both are, in fact, already under-
way and that the forces propelling them
are relentless and bound to win out in
the end.

I would be among the first to admit
that competition in world financial mar-
kets is far from perfect, but it’s easy to
let our frustration with some of the im-
perfections blind us to the tremendous
change that has taken place. Multi-
national commercial banks today are
competing effectively with one another
and with other financial institutions all
over the world. For the most part, this
competition is healthy and highly bene-
ficial to credit users.

It’s demonstrative of the capacity of
the free-enterprise system to ferret out
and destroy pockets of imperfect com-
petition wherever they exist. The pro-
cess, of course, is not altogether pain-
less for those who have benefited from
the existence of these pockets and the
profitability associated with shelter from
competition.

There’s evidence that borrowers all
over the world are being afforded ac-
cess to the more efficient—and, there-
fore, less expensive—sources of funds
that are appropriate to their needs. In
many cases, this is true because of the
innovative activities of multinational
commercial banks, which not only have
extended the maturity range over

The talk on which this article is based was
given by Mr. Patterson at the 1977 Inter-
national Monetary Conference in Tokyo.
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By ELLMORE C. PATTERSON
Chairman
Morgan Guaranty Trust Co.
New York City

which they’re prepared to accommodate
their customers credit needs, but also
are increasingly able and willing to
tailor credits in a multitude of other
ways to borrowers’ requirements.

Perhaps the most dramatic develop-
ment is the increase in size of the
credits groups of banks are able to put
together.

There are other examples of banks
increased flexibility. One is their ability
to combine their lending activity with
their already substantial involvement in
the spot-and-forward exchange markets
to offer to those who need them credits
that can be drawn or repaid in a va-
riety of currencies.

Another example: Commercial banks,
initially in response to competition from
other lenders, have developed markets
for matching sources of funds that per-
mit them to prudently offer fixed-rate
loans to borrowers who prefer loans on
such terms.

Also, they have acquired a capacity
to participate in resource-development
financing on the basis of an assessment
of the project’s economics rather than
simply its sponsors’ financial statements.

Further, not just U. S. banks, but
many non-U. S. multinational banks
now are providing backup lines to large
private and nationalized offshore com-
panies that wish to take advantage of
the relatively low short-term borrowing
costs in the U. S. commercial paper
market. | would not pretend that we
are exactly jubilant about this partic-
ular innovation, especially because
we’re not sure all the new entrants are
fully aware of the extent of the obli-
gation they have assumed. But, none-
theless, we welcome this development,

along with all others that will add to
the efficiency of financial markets.

In short, | think a multinational com-
mercial bank with a well-conceived
branch structure and an alert, flexible
management should have nothing to
fear from increasing refinement of the

competitive process that’s underway
and that will continue. Commercial
banks, with their substantial capital

base, are well positioned to hold their
own and, in fact, to benefit from he
continuing erosion of barriers to the
free flow of funds among expanding
world financial markets.

I have only one misgiving with re-
spect to the intensification of compe-
tition in financial markets. Free com-
petition is constructive only so long as
all competitors have the good sense to
compete in an effort to improve their

earnings. If this focus on earnings is
blurred by other objectives, such as
asset and liability growth at the ex-

pense of return on capital, then the sys-
tem does not function to produce the
results of which it’s capable.

Here again, | like to think that I see
a constructive trend emerging. |1 know
that banks have improved their ability
to evaluate the earnings impact of var-
ious competitive strategies, and | also
believe that the importance of earnings
growth, rather than volume growth for
its own sake, has been re-emphasized
by recent experience. | think there’s a
fresh realization that banks must be
operated so as to provide an ample
flow of earnings to add to the capital
base and establish adequate loan-loss
reserves. Moreover, this seems true in
the case of nationalized as well as pri-
vately owned banks.

Thus, | look forward to a period in
which competition among banks and
with other institutions will intensify,

but at the same time improve in quality
and operate to the benefit of borrow-
ers and lenders alike as the efficiency
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|_ook forour name
behgwdtge stin .
correspondent banking service.

First City National Bank of Houston is the of banking expertise in these and other

largest bank in the nation’s 5th largest city. To specialized industries.

correspondent customers, our name and position While the strength of First City National

assure the finest in complete banking services. Bank of Houston is computed in billions of dol-
The First City National Bank name also lars, it is best measured by our ability to serve you

stands for vast experience and professional under-  and your customers. At every opportunity. Which
standing of the businesses and industries that have  is why correspondents need a bank that is in a posi-
shaped the economic character of the great South-  tion to provide more service. We're in that position.

west. Agribusiness. Oil and gas. Petrochemicals. The Regional/Correspondent Department, First
Import/export. Over the last 100 years our finan- City National Bank, P.O. Box 2557, Houston,
cial participation has earned us a reputation Texas 77001.
| I’:%
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OF HOUSTON i

We can do it all.
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of markets is enhanced.

I expect most bankers would agree
with me that there’s a trend toward
more competitive financial markets,
whether or not they would go along
with my constructive appraisal of that
trend. | suspect, however, that they are
skeptical—or worse—about my obser-
vations with respect to regulatory
trends. Let me acknowledge that there’s
a lot of dismantling to be done through-
out the world before we get to an opti-
mum level of bank regulation.

Still, 1 see a major, but subtle, de-
velopment in this area. It is a growing
recognition on the part of government
officials that detailed regulatory inter-
vention in financial markets is neither
a necessary nor even a desirable ad-
junct of economic stabilization policy.
The authorities seem increasingly aware
that, in most instances, growth of mon-
etary aggregates relevant to stable eco-
nomic growth can be adequately con-
trolled by general policies that effec-
tively regulate expansion of the mone-
tary base. Here | am using terminology
that is current in the United States, but
the same basic trend is observable in
many countries—the authorities are re-
lying more and more on availability of
central bank reserves to regulate the
growth of money and credit and less
and less on quotas, ceilings and special
taxes on specific loans and investments.

We are prone to remember most
vividly specific regulatory actions that
have been taken and to overlook the
wisdom embodied in restraint by the
authorities—restraint that sometimes
has had to withstand a good deal of
ill-advised pressure.

Perhaps the best example is the re-
sistance of the Bank of England, and
Lord O’Brien in particular, to the con-
siderable clamor for regulation that
would have halted or even reversed the
growth of the Eurodollar market. It’s
hard to imagine how much more diffi-
cult the whole petro-dollar recycling
would have been had the bank not per-
ceived, correctly, that the growth of
the London Euromarket did not in any
way interfere with the conduct of
U. K. monetary policy.

One ready opportunity for the ap-
plication of such wisdom in the U. S.
is the so-called Regulation M reserve
requirement. On reflection, Federal Re-
serve authorities might recognize that
this reserve requirement is not a neces-
sary adjunct of monetary policy, but
just a discriminatory tax that should
be withdrawn. That would make a con-
tribution to more efficient international
credit competition.

I want to make clear that I'm not
suggesting that measures designed to
maintain the financial strength of the
banks or appropriate actions to pro-
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mote economic stability either should
or will be abandoned. Such measures
and actions by the authorities should
be continued, with—we can hope—im-
proved wisdom and success.

What | believe can be seen gradually
but surely developing is an understand-
ing on the part of monetary and finan-
cial authorities that the national in-
terest is not served by propounding
regulations that simply hobble com-
petition and lead to narrower, less-
resilient financial markets.

| pointed out in my remarks to this
conference last year some lessons banks
appeared to have learned from lending
experience of the recent past. It would
be an error to assume that regulators
did not learn some lessons as well. For
one thing, we have observed a signifi-
cant improvement in the quality of
bank supervision in the U. S. I'm also
pleased with the progress toward as-
sembling and making available to banks
information that will be helpful to them
in arriving at sound judgments with
respect to the credits they grant. This,
rather than direct participation in the
decision-making process on credits
granted by banks, obviously is the best
way for the authorities to improve and
ensure the soundness of the banking
system. It’s gratifying that they appear
to be moving in this direction.

Putting these two observations to-
gether, 1 see a pair of reinforcing
trends. First, there appears to be a
tendency for banks, of their own ac-
cord, to broaden, both geographically
and structurally, the areas in which
they compete. More efficient financial
markets, better able to accommodate
financing needs of business, will result
from that enhanced competition.

At the same time, | see increasing
recognition on the part of national au-
thorities that the growth of multina-
tional banking—and the broader, more
efficient, more flexible financial markets
that go with it—is a thing to be nour-
ished in their own national interest, not
encumbered by counterproductive re-
strictions. * *

Honor Students Benefit
In Bank-Sponsored Event

Tulsa-area junior members of Na-
tional Honor Society chapters from city
high schools were given the chance to
benefit from a seminar on higher edu-
cation sponsored by First National. It
was the 11th annual College Board the
bank has sponsored.

A number of Tulsa-area educators
were on hand to address the students
on various aspects of college life, in-
cluding success in school, how to apply
for a school and extracurricular activi-
ties.

SBA Offers Loan Guarantees
To Speculative Contractors
For Construction, Rehabs

The U. S. Small Business Adminis-
tration now can guarantee loans to
speculative building contractors for
construction or rehabilitation of resi-
dential or commercial property for
future sale on their own account.

To qualify as a small business, gen-
eral contractors must have annual re-
ceipts of less than $9.5 million.

These SBA loan guarantees must in-
volve the private sector, commercial
banks, for example. The SBA can guar-
antee to one borrower total loans of up
to $500,000 at one time. The maximum
interest rate the SBA can allow a lend-
er to charge at present is 9%%. How-
ever, two additional points may be
charged for extraordinary service re-
quirements, such as construction in-
spections, etc., an SBA spokesman says.

These loans are repayable within 18
months, plus time for construction or
rehabilitation, and may include costs
of underground connections to water,
sewer or gas mains, underground or
above-ground connections for electric
and telephone service, septic-tank con-
struction and landscaping of the prop-
erty.

Loans are secured by a first lien on
the land and any improvements to the
land. Liens on other property may be
required, and the borrower must have
an adequate investment in the property
and be able to demonstrate ability to
repay the loan.

For new construction, loan proceeds
may be used for labor and materials.
Funds may be used to assist in acqui-
sition of existing structures and to pro-
vide labor and materials for repair,
conversion, extension, renovation, re-
habilitation or improvement.

Loan proceeds cannot be used for
raw-land purchases for construction or
to construct or rehabilitate buildings
to be held as rental property for invest-
ment or speculation. Proceeds also may
not be used for landscaping, street and
sidewalks or for utility costs benefiting
more than property under construction
or rehabilitation.

In addition, the SBA spokesman
says, evidence is required that a mar-
ket exists for the structure being built
or rehabilitated and that permanent
mortgage money is available in the
area where the property is located.
This evidence may be given by certifi-
cation by the lender, which may certify
that it will provide permanent financ-
ing to a qualified purchaser or that
other lenders will provide such financ-
ing.
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BANK.

Consolidated Statement of Condition

ASSETS June 30,1977
Cash and Due from BanksS........oovevevueee oo $ 812,865,804
Time Deposits in Other Banks.........cccccovvvviiiciieee s, 568,926,440
Federal Funds Sold and Securities Purchased

under Agreement to Resell.......cccccovviiiiiiiiiices 336,750,000
Investment Securities:

U.S. Treasury SECUNtI€S.....ccccieeivriieeeeiiereeeerieee e 752,390,169

State and Municipal SeCuUritieS.......ccccceviviiiiieiniieeeeenns 402,820,960

Other Securities................ 16,077,881
Trading ACCOUNt SECUNLIES....c.uvveeiiieee e 199,386,034

Loans, Net of unearned diSCOUNt........cccceeiiiiiiiieeniiiieee e 1,826,655,807
Less: Reserve for Possible Loan LOSSES........cccccvvevviieeenns (24,322,207)

Direct Lease FinanCing......ccccovceeieiiiiiin s 54,940,017
Customers Acceptance Liability........cccocrvviniiiiiiiiinincs 62,544,169
Bank Premises and EQUIPMENt.......cccoieeiiiiiiieeniiieee e, 93,413,808
Other ASS LS it 89,458,417
TOAl A S S BES . iiiiiiiieeie ettt et e e e e e e e e e e e e e e e e e e e e e raeeees $5,191,907,299
LIABILITIES

Demand DePOSItS. ..ot $1,257,530,729
Savings Deposits and Certificates........ccccoecvveeeiiciieeecinenn. 879,751,402
Other Time DeposSitS......cccvevrennnns 922,938,758
Deposits in Foreign OffiCeS.....cccvvieiiiiiiiiiiciieee e 781,046,011

Total DEPOSIES...ciiiiiiiiie et $3,841,266,900
Federal Funds Purchased and

Other Short Term BOrrowings.......cocceevevvcveveessiieeee s s, 836,169,306
Acceptances Outstanding.......ccccceeevvieeeeecicieee e, 62,530,843
Accrued Interest, Taxes and Other Expenses...........cccuee... 60,441,156
Mortgage Payable.........ccociiiiiiiiiiiiieen 2,885,355
Other Liabilities 88,933,840

Total Liabilities $4,892,227,400

EQUITY CAPITAL
Capital Stock ($16 Par Value) Authorized and

Outstanding 3,137,815 shares......cccccccceeeviicieeecciieeeens $ 50,205,040
Surplus .. | e 110,313,660
Surplus Arising from Assumption of Convertible

Capital Notes by Parent Company........ccccceeeeviiveeeennnen 7,666,200
Undivided ProfitS........cccoviiiiiiiinineneeeee e 131,494,999
Equity Capital....cocoieiiiiiiiiie e $ 299,679,899
Total Liabilities and Equity Capital........ccccocoeciniinineennn. $5,191,907,299

Harris Trust and Savings Bank

Wholly owned subsidiary of HARRIS BANKCORP, Inc.

MAIN BANKING PREMISES: 111 West Monroe Street, Chicago, lllinois 60690

BANKING FACILITIES: 311 West Monroe Street, Chicago, lllinois 60690
Board of Trade Building, Chicago, lllinois 60690
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WILLIAM F. MURRAY
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STANLEY G. HARRIS, JR.
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CHARLES M. BLISS
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BENNETT ARCHAMBAULT
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Stewart-Warner Corporation
JOHN W. BAIRD
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Baird & Warner, Inc.
JOSEPH A. BURNHAM
Chairman and Chief
Executive Officer

Marshall Field & Company
JAMES W. BUTTON

Senior Executive Vice President-
Merchandising, and Director
Sears, Roebuck and Co.

O. C. DAVIS

President

Peoples Gas Company
KENT W. DUNCAN
Executive Vice President
SAMUELS. GREELEY
Chairman and Chief
Executive Officer

Masonite Corporation
CHALKLEY J. HAMBLETON
Retired Vice Chairman

of the Board

HUNTINGTON HARRIS
Trustee

Estate of Norman W. Harris
DONALD P. KELLY
President and Chief
Executive Officer

Esmark, Inc.

JOSEPH B. LANTERMAN
Chairman

AMSTED Industries Incorporated
CHARLES MARSHALL
President and Chief
Executive Officer

lllinois Bell Telephone Company
ARTHUR C. NIELSEN, JR.
Chairman of the Board

A. C. Nielsen Company
FRANK C. OSMENT
Executive Vice President
and Director

Standard Oil Company (Indiana)
GEORGE A. RANNEY
Retired Vice Chairman
Inland Steel Company
THEODORE H. ROBERTS
Executive Vice President
DANIEL C. SEARLE
Chairman of the Board

G. D. Searle & Co.

INVESTMENT DEPARTMENT REPRESENTATIVE OFFICES: New York; St. Louis; San Francisco
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Louisville Gets liifernat’l Trade
Through Efforts of Banks, Others

By JAMES L. JERNIGAN

L AST YEAR, America’s exports

amounted to more than $100 bil-
lion, and official estimates are that this
volume of business was directly re-
sponsible for providing at least three
million jobs for Americans.

Businesses in the inland city of Louis-
ville were responsible for about $350
million, with nearly 20% of manufactur-
ers being involved in exporting and im-
porting.

Louisville-made products find their
way into every industrialized country
in the world, and both raw materials
and finished goods from many of these
countries, in turn, find their way to
Louisville.

For example:

1. Industrial catalysts manufactured

in Louisville are used in refined pe-
troleum products in Venezuela that
later are used in fuel oil in the U. S.

Declaration of International Trade Week is
signed by Kentucky Governor Julian M. Carroll.
Looking on are (. to r.): George Collin Jr,
pres., Kentuckiana World Commerce Council,
Louisville; William Savage, director, internat'l
div., Kentucky Department of Commerce, Frank-
fort; and Walt Forster, representing District Ex-
port Council. Mr. Collin is v.p., internat'l div.,
Liberty Nat'l, Louisville.

equipment and baler twine. From out-

2. A local manufacturer of industrial going shipments of filing cabinets and
lawn mowers ships about 18% of its baseball pats, to incom.ing freight of
total production to international mar- barbed wire and newsprint paper.
Kets. Another giant step forward for in-

3. The largest importer of wine andternational trade in Louisville is the

distilled spirits in the state, and one of
the largest exporters as well, runs its
international operations from its Louis-
ville offices.

4. Peanut butter produced in Louis-

ville is spread on sandwiches in Saudi
Arabia.

5. Vinyl gutters
made in Louisville are built into houses
in the Virgin Islands.

6. A company that’s probably the

country’s largest corporate exporter
headquarters a major part of its $3.75-
billion international trade operation in
Louisville.

The list could go on and on. From
plumbing fixtures and whiskey barrels
sold overseas, to projection equipment
parts, to brass and copper bought over-
seas. From exports of truck decals and
coffee grinders, to imports of dental

JAMES L. JERNIGAN is publicity chair-
man for the Kentuckiana World Commerce
Council, headquartered in Louisville, and

and downspouts

recent grant of authority from the For-
eign Trade Zone Board to the Louis-
ville and Jefferson County Riverport
Authority to construct and operate the
first foreign trade zone to be authorized
in Kentucky and in the Ohio River
Valley.

A foreign trade zone is an area where
foreign products, raw materials or com-
ponent parts can be brought into the
country free of import duties. The im-
ported goods or parts are not taxed un-
til they leave the zone for distribution
in this country. Locally produced goods
can be placed in the zone for eventual
export without being assessed an in-
ventory tax.

As an extreme example, component
parts could be brought into the zone;
the product could be assembled there
and then exported to another country
without import or export taxes ever
being paid.

Mainly because of the transportation
system, international banks and inter-
national services were located primarily
along coastal waterways. As interna-
tional trade grew and industry moved

it could provide a valuable service to
its customers by establishing interna-
tional departments and developing in-
ternational trade relationships with oth-
er banks, both foreign and domestic.
The convenience and personal service
the banks provide for local clients who
conduct business internationally en-
hance the bank-client relationship and
enables international trade to be con-
ducted while keeping documentation
problems and discrepancies to a mini-

mum. Banks active in international
trade in Louisville include: First Na-
tional, Liberty National, Louisville
Trust and Citizens Fidelity.
International traders in the inland

area also realized a need for a forum
to discuss common problems. Therefore,

beginning in 1963, a group of about
20 international enthusiasts, who had
ventured into this mysterious world

marketplace, joined to discuss mutual
problems and solutions. From these in-
formal discussions emerged an organi-
zation known as the Kentuckiana World
Commerce Council, Inc. (KWCC),
headquartered in Louisville, to:

1. Provide a means of mutual assist-
ance for development of foreign com-
merce in the Kentuckiana business
community through a free exchange of
information and ideas.

2. Promote programs calculated to
inform the membership and the public
of the incidence and importance of
world trade.

3. Encourage advancement and ex-
tension of trade between business lo-
cated in the Kentuckiana area and busi-
ness of other countries.

4. Encourage government policies
sympathetic to world commerce and
trade.

KWCC membership has grown to
about 150 individuals engaged in in-
ternational banking, marketing, steam-
ship operations, foreign freight for-
warding, customhouse brokers, rail-
roading, trucking, barging, chambers of
commerce, state and federal govern-
ment commerce departments and port
authorities. A major catalyst for the
KWCC, however, has been the inter-
national banking expertise drawn from
the above-mentioned Louisville banks
plus American Fletcher National, In-

also is regional manager, Virginia Port
Authority. inland, the banking community realized dianapolis; Bank of America Interna-
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Now ISthe time
to expand
home iImprovement
loan volume.

Here are sixreasonswhy...

ICS, the world's leading insurer of home im- 4
provement loans, believes current econom-

ic conditions provide an excellent climate

to increase your HIL volume and profits.

Stable Diversification. Consumer HIL demand con-
mtinues to grow and the timing is perfect for in-
creased loan activity in this category. Loan volume
in other categories such as autos, boats and rec
vehicles is adversely affected by possible energy
shortages and inflationary price increases.

2 Higher yield. Your profits are being squeezed by
O spiraling costs and can be offset by a high yield
home modernization plan. An ICS program assures

that your gross income will be higher than that re- 6
ceived from FHA auto and mobile home loans. Let
us demonstrate how an ICS insured program will
provide a dramatic increase in profits on a pri-
vately insured portfolio compared to FHA coverage.

Unlimited Marketing Opportunities. Every home
improvement loan provides the opportunity to ef-
fectively cross-sell all banking services. The home
owner is a ready-made and growing audience for
promotions that provide useful and innovative
home modernization ideas. Since 1954, ICS has
accumulated a wide variety of effective home im-
provement promotions that are offered exclusively
to our more than 1100 client banks.

Increased home modernization activity. There
couldn't be a better time to emphasize home im-
provement loans. Because of inflation, people are
more involved in do-it-yourself projects and are
constantly aware of needed improvements. Also
high mortgage rates make HIL more feasible from
an economic standpoint.

Community Service. The home owner is the "back-
bone" of the community. There is no better way for
your bank to make a constructive contribution to
community service than the active promotion of
programs for financing the maintenance and im-
provement of property!

3  100% Credit Protection. ICS insured home im- 6 reasons why now is the time to expand your home
A provement loans enjoy 100% credit protection. improvement loan volume. Call or write William F
And we include every unpredictable default . . . Schumann, President, for personalized ideas applied to
such as layoffs, recession, strikes, bankruptcy and ~ Your situation. As the world's largest home improve-
divorce. Other loans, by comparison, put the entire ment loan insurance service company, our expertise will
burden of risk on you. help you achieve your profit goals.

INSURED CREDIT
\' SERVICES }J

307 N. Michigan Avenue
Chicago, lllinois 60601

312/263-2375

America's No. 1 insurer of home improvement loans.
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tional, Chicago, and Commerce Union,
Nashville.

To achieve its objective the KWCC
developed informal discussions into
monthly educational programs, annual
seminars, workshops, conferences and
joint meetings with other organizations
active in international trade. Typical of
the monthly dinner meetings was the
March, 1977, speaker, Manfred Dam-
gen, vice president, UBS-DB Corp,,
New York City, securities and invest-
ment banking affiliate of Union Bank
of Switzerland, Deutsche Bank-New
York. Mr. Damgen spoke for about 20
minutes on investment opportunities in
Europe and the European economic
situation. Then, he opened the floor for
a lively discussion from the membership
and guests concerning their problems
and experiences in this market.

Annually, the KWCC helps organize
the Ohio Valley World Trade Confer-
ence. This conference was conceived
12 years ago by the KWCC as a two-
day educational workshop for individ-
uals interested in entering or increasing
their export and import trade. Inter-
national trade clubs from Louisville,
Cincinnati, Dayton, O., and Indianap-
olis host the conference every fourth
year.

The annual Kentucky International
Trade Conference was started by the
KWCC to cover all aspects of inter-
national trade. This conference appeals
to firms investigating the potential of
international trade, as well as firms cur-

rently exporting and importing, but
seeking better services. Firms en-
countering problems with their inter-

national trade programs or seeking in-
formation on developing new markets
also find this conference beneficial. This
conference held its second annual ses-
sion last February and attracted about
200 individuals from firms throughout
Kentucky.

The KWCC’s activities in education
and its effort to create an awareness of
international potential can be seen in
the number of international divisions in
local banks, offices established in the
city by several steamship lines, foreign
freight forwarders, customhouse bro-
kers, export management companies and
port authorities.

Also, establishment of the Foreign
Trade Zone can be credited to the ef-
forts of KWCC members, who planted
the idea and continued to nourish the
seed for five to six years until it ma-
terialized in June, 1977.

George Collin Jr., KWCC president
and vice president, international di-
vision, Liberty National, Louisville, at-
tributes his bank’s involvement in the
KWCC to the mutual desire of both

haps are not, but who could be, in-
volved profitably. The ability of many
people to engage profitably in inter-
national trade is directly related to the
availability of services at the local and
regional level. Firms in Louisville and
throughout the area became involved
in export sales long before such ser-
vices were available at a local level,
and as a result, encountered difficulties
in getting paid because of inexperience,
distance, and lack of communications.

Bankers agree that one of their big-
gest jobs in developing their own inter-
national business has been to educate
the customers at home. Often, this is
done at a loss, too, since the profit for

banks is in loans, not in developing
paperwork for an international trans-
action and educating a local manu-

facturer who’s decided to become an
international trader. Yet, there are prof-
its down the road, and the banks are
headed for a successful journey.

Because of organizations like the
KWCC, more manufacturers are made
aware of untapped markets abroad. Lo-
cal banks had the foresight to develop
expertise in this field and are anxious
to help Louisville expand its interna-
tional market. * *

G. H. Vorhoff Named to Post
In World Trade Club of N. O.

NEW ORLEANS—Gilbert H. Vor-
hoff, senior vice president and manager,
international banking section, Hibernia
National, has been named honorary life
member, World Trade Club of Greater
New Orleans. The award is conferred
only in cases of unusual merit and
achievement to an individual who has
distinguished himself by outstanding
contributions to the development of
foreign trade and closer relations be-
tween the peoples of the U. S. and for-
eign nations.

Mr. Vorhoff is the 17th recipient in
the 34-year history of the club, of
which he is a past president.

For the past 35 years, he has been
active in international trade, has trav-
eled extensively abroad and has been a
lecturer and consultant on foreign
trade. He served five years as chair-
man, Louisiana-Mississippi Regional
Export Expansion Council, and as a
member of the National Council in
W ashington, D. C. Mr. Vorhoff is a
past president, Mississippi Valley World
Trade Council, past president and
chairman, Foreign Relations Associa-
tion of New Orleans, and a director
and treasurer, Bankers’ Association for
Foreign Trade, Washington, D. C. Cur-
rently, he is a director on the executive
committees of both the International

Internat’l Banking Group
Headed by V. J. Chalupa

CHICAGO—V. J. Chalupa, second
vice president, American National,
Chicago, was elected chairman, Mid-
America Committee on International
Banking, at its recent annual meeting
here. The group is an organization of
operations officers representing some 75
mainland international banks. Mr. Cha-
lupa succeeds William O. Schinagl, as-
sistant vice president, Harris Trust,
Chicago.

Elected vice chairman was Peter
Poolos, assistant vice president, Amer-
ican Fletcher National, Indianapolis.
William Spolec, assistant treasurer,
Bankers Trust International (Midwest)
Corp., Chicago, was elected secretary.

The Mid-America Committee on In-
ternational Banking is one of three re-
gional committees in the U. S. com-
prising the membership of the National
Council of Committees on International
Banking, whose headquarters are in
New York City. The group actively par-
ticipates in standardizing, clarifying
and providing training in international

operations.

The Mid-America Committee on In-
ternational Banking also helps the
worldwide endeavors of the Interna-
tional Chamber of Commerce in Paris
to define international banking prac-

tices in the area of letters of credit, col-
lections international payments, termi-
nology and other areas of basic rele-
vance to international banking prac-
tices.

Comptroller to Monitor
Overseas Bank Lending

WASHINGTON—The Comptroller of
the Currency plans to begin regular
monitoring of overseas lending by U. S.
commercial banks. A detailed survey
of existing foreign loans by the banks
is currently being made.

National and insured state nonmem-
ber banks with assets over $300 million
and state member banks with assets of
more than $1 billion have been asked to
respond to the survey, which was sent
to the banks last month. The banks are
to complete the survey to the best of
their ability as of June 30 and return
it to their supervisory agencies, along
with comments regarding any difficul-
ties encountered in preparation of the

survey.
The survey is designed to provide
bank supervisory agencies with com-

plete information that will permit reg-
ular systemic monitoring of overseas
lending by commercial banks.

Concern has been expressed about
the ability of U. S. banks to continue
foreign lending on the same scale as in

institutions to serve both internationally Trade Mart and International House, recent years due to the increase in
oriented customers and those who per- New Orleans. world oil prices.
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AtHibbard, O'Connor & Weeks,
we've completely re-orchestrated
ouract. Startingwith the brass.

Instrumental in thisrevamp-
ingisour new Chief Executive
Officer. He believesin the man-
agementteam concept. Notin
beingaone-man band.

Accompanying him is a staff
of experienced professionalsin all
the key areas of responsibility.
They know their jobs. And call
theirown tunes.

We've added avirtuoso trio of
outside directors for objective
guidance and counselin manage-

MID-CONTINENT BANKER for August,

1977

ment techniques. They play an
active role in developing policy
and heading up major committees.

Our Compliance Department
is well-chaired by experienced
personnel, who cue in our staff on
ethics, rules and regulations.

The back office has also been
broughtin tune with the times. It's
been streamlined, updated and
computerized by our new Chief
Operating Officer.

This top talentworkinginun-
ison means a better performance
foryou.

So, when you deal with

Hibbard, O'Connor & Weeks, you
canbesureyou're dealing with
asolid group of professionals who
know the score.

HIBBARD, O'CONNOR &
WEEKS, INC.

1300 Main Street
Houston, Texas 77002
(713) 651-1111
Subsidiary Companies:
Hibbard & O'Connor Government
Securities, Inc.

Hibbard & O'Connor Municipal
Securities, Inc.
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International Scene Spurs Confidence

For Lenders for the Next Few Years

T HE INTERNATIONAL banking

community is viewing the next few
years with confidence, said Roger E.
Anderson, chairman, Continental Illi-
nois National, Chicago, recently.

His statement is based on the con-
tinuously improving world economy
and the prospects of greater financial
assistance to developing countries
through the International Monetary
Fund, World Bank and OPEC nations.

“As the industrial countries of the
world are coming out of the recession,”
he said, “they are creating added de-
mand for exports from developing
countries. This, in turn, helps the econ-
omies and balance-of-payments situa-
tions of the less-developed countries
and facilitates the adjustment to higher
oil import costs.”

He noted that international commer-
cial and central bankers he had talked
to during a trip to foreign business cap-
itals agreed that, while there was no
alarm about the loans to developing
countries, in contrast to the concern ex-
pressed by some regulatory bodies,
there was general agreement that the
rate of increase experienced over the
last three years cannot continue and
must slow down.

Mr. Anderson said bankers are look-
ing to the IMF and the World Bank
to play a greater role in assisting de-
veloping nations. Traditionally a source
of funds for countries in times of
trouble, the IMF needs to establish a
greater role as a provider of credit to
ease developing countries’ adjustments
to higher energy costs.

“It is unreasonable for us to think
and undesirable for us to hope that
most developing countries will reduce
their foreign debt,” he said. “It should
continue to grow as countries go
through their development and indus-
trialization process and only then will
it become a smaller percentage of their
GNPs. Major industrial nations, includ-
ing the U. S., have gone through this
process. It is the means by which na-
tions develop.

“In the shorter term, however, we
should be concerned about the ability
of LDCs to service their debt, the na-
ture and structure of their debt and the
level of their international reserves. In
this respect, most banks have de-
veloped formal systems and sound ex-
perience over the years to prudently
guide the management of their interna-
tional loan portfolios to LDCs,” Mr.

Anderson said.

“Furthermore, those who would
criticize banks for their loans to coun-
tries have failed to look closely at what
actual debt is, and | believe most have
vastly overestimated the risk,” he said.

Yuska, Jones Get Top Posts
In Foreign Exchange Group

Joseph A. Yuska, second vice presi-
dent and chief foreign exchange dealer,
Continental Bank, Chicago, has been
elected president, Midwest Chapter,
Foreign Exchange Association of North
America. William K. Jones, assistant
vice president, international depart-
ment, First National, St. Louis, is the
group’s new vice president.

Two of the newly elected executive
committee members are located in the
Mid-Continent area, and both are from
Chicago: Robert Goetter, assistant vice
president, international money man-
agement division, Harris Bank; and
Maurice LaFrance, Credit Lyonnais.

Internat’l Sales/Mkt. Group
Elects Mobile Banker RVP

MOBILE, ALA.—Richard M. Pen-
nington Jr., senior vice president, First
National, has been elected regional vice
president, Sales and Marketing Execu-
tives-Intemational. This is a profes-
sional society of 22,000 persons in 49
nations.

Mr. Pennington will supervise ac-
tivities in the southern region of the
U. S. and will serve on the group’s ex-
ecutive committee. He is a past presi-
dent and a member, Sales and Market-
ing Executives of Mobile, an affiliate
of the international group.

Mr. Pennington also is vice presi-
dent/marketing, First Bancgroup-Ala-
bama, a Mobile-headquartered bank
HC, of which First of Mobile is an af-
filiate.

Bank Donates Azaleas

HOUSTON—Southern National
has continued its city-beautification
program by donating 130 azaleas to
the city. The flora were planted
along Houston’s Memorial Drive.

In 1974, the bank donated five
large oak trees to the city, which
planted them on Allen Parkway.

Guide for International Loan Policy
Published by RMA, BAFT Organizations

A MONOGRAPH intended to help a

bank put its international lending
policy in writing has been published
jointly by Robert Morris Associates
(RMA) and Bankers’ Association for
Foreign Trade (BAFT).

The two organizations have long
supported the concept of banks’ com-
mitting their lending policies to writ-
ing. For the past year, the associations
have been compiling a booklet en-
titled, “Preparing a Bank’s Written In-
ternational Lending Policy.”

An RMA spokesman said, “Every
business has objectives and accepted
procedures in pursuing them. It just
makes sense for its management to set
to writing as many of these guidelines
as possible. It’s the best way to elimi-
nate confusion and to ensure that all
personnel are following the same
course.”

A spokesman for BAFT said, “Levels
of international exposure have grown
to the point where careful control is re-
quired to avoid excessive risk. The
benefits of a written international lend-
ing policy guide are numerous. Among

some of the more obvious considera-
tions are those involved in establishing
policies governing lending terms, pric-
ing and those questions arising in con-
nection with interbank credits, includ-
ing foreign exchange lines and deposit
placements.”

The 48-page booklet provides an
examination of the risks and demands
of multinational banking. It discusses
strategy and tactics for banks to con-
sider in drafting their individual lend-
ing policies.

The contents include an outline and
explanation of the elements that a writ-
ten policy statement should cover, such
as: lending authorities, evaluation of
risks, approval procedures, administra-
tion of problem credits, selection of
priority lending areas, country exposure
limits, pricing and loan syndications.

In an appendix, the booklet contains
a sample loan policy of a major re-
gional bank.

Copies are available for $6 each
from the RMA Order Department,
1432 Philadelphia National Bank
Building, Philadelphia, PA 19107. «
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NATIONAL DETROIT CORPORATION

~vgl Parent Company of
JDJ NATIONAL BANK OF DETROIT

June 30,1977

CONSOLIDATED BALANCE SHEET (dollars in thousands)

ASSETS

Cash and Due from Banks (including
Foreign Office Time Deposits

BOARD OF DIRECTORS

Robert M. Surdam
Chairman of the Board

of $824,061) ...................................... $2,055,531 Cha'rles T. Fisher, Il
Money Market Investments: President
Federal Funds Sold............cooeeeeen. 763,500 Norman B. Weston
Other INVeStMeNtS.....cccce. voeeeeennnns 230,366 Vice Chairman of the Board
A. H. A d
X . 993,866 -Cha\irma%lﬂorI
Trading Account Securities—At Lower Consumers Power Company
of Cost or Market........cccoevveieenn, 10,361 Henry T. Bodman )
Investment Securities—At Amortized :°’mer;hz’ma”__N:'°"a' Bank of Detroit
. 1) . nnin m
Cost: Hgno)r/ary Ch:ijirman%f%e Board—
U.S. Treasury . ............... e 644,197 Kmart Corporation
States and Political Subdivisions... 808,711 David K. Easlick
i avi . Easlic
Federal Agencies and Other............ 39,860 President_The Michigan Bell
1,492,768 Telephone Company
Loans: Richard C. Gerstenberg
COMMErcial.....ocooviurieecisireceis 1,917,320 Goneral Motors Cemporion
Real Estate Mortgage 759,945 Martha W. Griffiths
ConsuMer .....ccoeeevviiieiiieennen, 296,066 Griffiths & Griffith
Foreign Office .. H..oo.wwrrrrsrerrne 431248 o o
3,404,479 President—
Less Reserve for Possible Loan The Detroit Edison Company
LOSSES ocveeiiiieiee et e 51,762 Robert W. Hartwell
dent—Cliffs EI
3,352,717  Service Company "
Bank Premises and Equipment (at cost Joseph L. Hudson, Jr.
less accumulated depreciation of A dson Company
$45,027) oveeeeeeee e 65,484 ) )
Other ASSetS .....oocovveveeeenn, 173,982 Walton A. Lewis
Total Assets $8,144,709 Thompson Agency, Inc.
, Don T. McKone
LIABILITIES AND SHAREHOLDERS™ EQUITY President—
ibbey-Owens-Ford Company
Deposits: Ellis B. M
Demand ........ccccoeiiiiiiiiiciiiie, $1,972,679 Fo:r?]er Cha?rrrrr\an—NationaI Bank of Detroit
Certified and Other Official Checks 392,682 Irving Rose
Individual Savings........ccccecvevvevenane. 1,481,513 Partner—Edward Rose & Sons
Individual Time ooeeeeeen.. 845,234 Arthur R. Seder, Jr.
Certificates of Deposits 433,634 American Natural Resources Company
Other Savings and Time 171,459 Robert B. Semple
Foreign Office....ccccociiiiiiiiiie 1,035,299 Chairman—BASF Wyandotte Corporation
Nate S. Sh
Other Liabilities: 6,332,500 Hgngrary Chgpnfgr?and_Director )
. and Chairman of Executive Committee—
Short-Term Funds Borrowed.......... $1,017,855 Cunningham Drug Stores, Inc.
Capital Notes ............ 95,304 George A. Stinson
Sundry Liabilities ......... 215,810 1,328,969 Chairman—National Steel Corporation
Total Liabilities 7,661,469 Peter W. Stroh
President—The Stroh Brewery Company
Shareholders’ Equity:
Preferred Stock—No Par Value
No, of Shares
Authorized 1,000,000
Issued — ADVISORY MEMBERS
Common Stock—Par Value $6.25... 75,953
William M. D.
No. of _Shares FolrnlgrnChairmaany—The Michigan Bell
Authorized 20,000,000 Telephone Company
Issued 12,152,465 A. P. Fontaine
Capital SUrplus....cccceevvieereeiiee e 178,743 Former Chairman—
Retained Earnings 230,861 The Bendix Corporation
Less: Treasury Stock- Ealph s McElvenny
102,808 Common Shares, at cost (2,317) 483,240 American Natural Resources Company
Total Liabilities Peter J. Monaghan
and Shareholders’ Equity $8,144,709 Monaghan, Campbell, LoPrete & McDonald

Assets carried at approximately $384,000,000 (including U.S. Treasury
Securities carried at $46,000,000) were pledged at June 30, 1977, to secure
public deposits (including deposits of $86,919,681 of the Treasurer, State of

Michigan) and for other purposes required by law.

Outstanding standby letters of credit at June 30, 1977, totaled approxi-

mately $15,600,000.
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Pricing, Funds Management Critical Issues
As Nationwide NOW Accounts Anticipated

ABA workshops present track records of New England banks

ANKS CAN LIVE with interest-

bearing transaction accounts pro-
vided they can get on top of pricing
and funds management issues.

This is the word that was given to
more than 500 Mid-Continent area
bankers attending the third of four
workshops on NOW account operations
sponsored by ABA.

The tone of the meeting gave the as-
sumption that such accounts are in-
evitable despite the fact that enabling
legislation in Congress is tentative at
best.

Three New England bankers present-
ed the experiences of their institutions
in coping with the NOW situation.
Their track records indicate that com-
mercial banks can expect to lose many
accounts to competitors, assuming the
competitors can offer higher interest
rates; yet commercial banks can expect
to garner the lion’s share of NOW ac-
count balances.

In other words, if bankers play their
NOW -account cards correctly, they can

weed out low-balance, low-profit ac-
counts and retain high-balance, high-
profit accounts.

Principal participants during the

morning session were Edward E. Fur-
ash, senior vice president, Shawmut
Corp., Boston; Peter L. Hood, senior
vice president, Industrial National,
Providence, R. I.; and Stephen J. St
Clair, assistant vice president, Hart-
ford (Conn.) National.

Mr. Furash, who was also workshop

By JIM FABIAN
Associate Editor

moderator, stressed the fact that the
people of New England like NOW ac-
counts. And, he added, there is no
doubt among the citizens of the six
New England states where NOWs are
authorized that the accounts are “simply
interest-bearing checking accounts.”

He traced the history of the contro-
versial accounts from their introduction
in 1972 and told how banks fought
tooth-and-nail to discourage the public
from opening such accounts. However,
he added, when the accounts were
made available to commercial banks,
the banks reacted with a variety of re-
sponses, many of which tended to con-
fuse the public.

This confusion made consumers slow
to react, resulting in many customers
doing nothing. Hence, there was no
pell-mell rush into NOWs in most in-
stances.

Mr. Furash said that NOWs will be
the dominant financial product by the
end of this year and banks had better
get their acts together regarding plans
to offer the accounts. The ABA prefers
to call them “interest-bearing transac-
tion accounts.”

Factors to be taken into considera-
tion when offering NOWs, he said,
include advertising, consumer under-
standing and pricing.

He stated that the following policy
assumptions were made by Shawmut
when it was preparing to enter the
NOW market:

e The free checking experience had
made the quest for market share un-
profitable. Thus, the bank was willing
to lose some customers—those main-
taining unprofitable accounts.

* A bank’s marketing efforts tend to
affect its own customers first, not just
prospective customers. Thus the bank
adopted pricing policies designed to
force unprofitable accounts to leave.
The new policy: “Each customer group
must pay its own way.”

« A bank should emphasize its ser-
vice, the value of its services and its
name. The latter should be treated as
reverently as a brand name is by a
prestigious manufacturer.

e A bank should realize that it
doesn’t have to be all things to all cus-
tomers. Thus, it can eliminate subsidies,
such as free checking, with no regrets.

e It’s easier to lower prices than to
raise them. NOWs gave the bank an
opportunity to reprice its services so
that none were unprofitable.

« A Bank should strive to “do its
own thing,” despite its competition.

The result for Shawmut was an in-
crease in total deposits and a decrease
in total accounts, Mr. Furash said.

In the area of planning, Mr. Furash
said there is no substitute for continu-
ous monitoring of consumer attitudes.
A banker must know what his cus-
tomers think about the bank.

Product cost data is essential when
making decisions, he said. Bankers must
be consistent when making decisions
and they should run profitability anal-
yses across a full-rate cycle in order to
achieve consistency.

Banks must get their asset and lia-
bility models in place so options can
be tested regarding their impact on
the bottom line, he continued. This can

Fielding questions during luncheon session at
ABA Interest-Bearing Transaction Accounts
Workshop in Chicago were (from I.) Peter L
Hood, s.v.p., Industrial Nat'l, Providence, R. |;
Edward E. Furash, s.v.p., Shawmut Corp., Bos-
ton; and Stephen J. St. Clair, a.v.p., Hartford
(Conn.) Nat'l. More than 500 Mid-Continent
area bankers attended meeting, third of series
of four held throughout U. S.
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Wre provide _ _
the best check collection services
IN the midwest.

Hel’eg hOW We dO It We expedite items hav-

ing a high dollar value. No
special sorting requirements
are necessary. O We make
direct presentment at 40
commercial banks and Federal
Reserve Bank offices daily. O
We utilize flexible check sort-
ing routines which can be changed
within a 48 hour period. O We have
the ability to analyze your deposits
and can recommend the optimum
clearing arrangement for you.

W hatcan we do for you?
Just call or write for our com-
plete availability schedule.
Your Commerce correspon-
dent will come through

for you.

of Kansas CityM

9th & Main

10th & Walnut

12th & Charlotte
(816) 234-2000
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be the greatest challenge facing bank-
ers.

They must analyze their customer
base and segment it for customer us-

age, he said. NOW accounts force
banks to determine what customers
they want.

In the strategy area, Mr. Furash ad-
vised bankers to refrain from overlook-
ing the obvious; to take their time in
promoting NOWs; to sell services for
their value, not their commodity fac-
tor; and to remember that pricing
doesn’t always work as expected.

He said pricing differences among
institutions in New England resulted in
a 50% turnover in the marketplace.
NOWs do not provide an opportunity
to change a bank’s market share, but
to change its customer mix, he said.

“Retail banking has become less and
less profitable for each of us each year
and | think we have got to do some-
thing about it,” said Mr. Hood. “Banks
are watching their fixed costs escalate
without receiving an adequate return,”
he continued.

Electronic banking ventures under-
taken by institutions in various parts
of the country represent in some cases
“huge capital outlays” that somehow
must be recouped, he said.

“We must do something different in
the retail field or otherwise banks will
go broke,” he said. “You have an un-

paralleled opportunity, not only to plan
ahead for NOWSs, but to benefit di-
rectly from others’ experience. In effect,
New England serves as a test market
for you, to the degree you are able to
discern markets, plans and profiles
which approximate your own situation,”
he said.

After tracing his bank’s record with
NOWs, Mr. Hood said the experience
taught him that sound decisions must
be based on precise market research
and analysis and that NOWs can be
profitable if handled astutely. One as-
tute policy is to make customers ask for
NOWs rather than automatically con-
verting DDAs to NOWs, a move that
would be extremely expensive for a
large bank.

Also, he said, pricing is the key to
profitability and customer balance mix
is the key to maximizing profit oppor-
tunities. Training of tellers is important
to attracting the right balance mix.
Tellers can encourage customers with
accounts in various banks to consolidate
the accounts in your bank, often turn-
ing the customer from the status of
an unprofitable account to a profitable
one.

He said that more than 200 financial
institutions offer NOWs in New En-
gland. “One or more of these institu-
tions should have a constituency, an
operating profile and a philosophy of

NOW Bill Proposed; Vote Set for Aug. 2

A bill authorizing nationwide NOW accounts has been drafted by

the staff of the Senate Banking,

Housing and Urban Affairs Com-

mittee, with the cooperation of the Fed and the Treasury. At press

time, the committee was
August 2.

scheduled

to begin voting on the bill

The bill, which would go into effect one year after passage, calls
for all institutions to be allowed to pay interest on NOW accounts

up to the bank passbook rate,

which

is 5%. After two years, all

financial institutions could pay the 5.25% rate. This would eliminate
the interest rate differential now enjoyed by thrifts.

Under the new bill, federal regulators would have no control over
interest rates paid on NOWs. The first maximum rate automatically
would go to a 5% limit, and then jump to 5.25% at the end of two

years.

The bill also proposes a special low reserve requirement for smaller

Fed-member banks and would permit the Fed to pay

interest on

required reserves. These provisions are designed to make Fed member-
ship more attractive, slowing down the rate of banks dropping their

Fed memberships.

The reserve requirement on NOW accounts would be the same for

all financial institutions regardless of size and type.

It would be set

by the Fed and could be no lower than 3% and no higher than 12%.
The ABA does not support the bill.

doing business that approximates your
own. If you can identify that institution
or that market, you will have an un-
paralleled opportunity for planning in-
sights. In effect, that institution or
market will have conducted a stand-in
test for you,” he said.

Presenting the legislative picture for
nationwide NOWs was Philip C. Meyer,
senior associate, Golembe Associates,
Inc., Washington, D. C. He said in-
terest-bearing transaction accounts
(IBTAs) are the hottest thing in Wash-
ington today in the banking arena.

He predicted a showdown on the
Carter bill by August 1, assuming that
the Senate Banking Committee suc-
ceeds in writing a compromise bill that
includes the best portions of the various
bills already introduced by the various
special interest groups, including the
Fed, Treasury and ABA. (See box.)

“It will take astute handling to get
a good bill through the Senate this
year, much less the House,” Mr. Meyer
said.

Although the NOW-account issue is
hot in Washington and among bankers,
he said, it isn’t very appealing to the
nation. Outside of New England, which
already has the accounts, the public is
ignorant of NOWs. There is little sup-
port for legislation.

It boils down to a consumer issue,
he said. All legislators will support any
bill that helps the consumer. Each
legislator seems to be climbing aboard
the NOW bandwagon and adding a
tidbit of his own to sweeten it.

Mr. Meyer said it is impossible to
predict the final form of the bill, al-
though it is expected that the portion
authorizing the Fed to pay interest on
reserves will not be in the final version,
due primarily to the opposition of Sen-;
ator William Proxmire (D.,Wis.), chair-
man of the Senate Banking Committee.

Mr. Meyer said the trend is to pay
interest on demand deposits, either
through the NOW vehicle or some
other. “The time has come for an or-
derly expansion of bank services in this
area,” he said.

“Congressional inaction will not stop
payment of interest on demand de-
posits, but will further the haphazard
practices going on now,” said Arthur
Bums, Fed chairman, in defense of the
Administration bill, which he favors.

Mr. Meyer predicted that share draft
authorization will soon be a reality for
all federally chartered credit unions.
The authority will come by administra-
tive, not legislative, action, he said. If
it comes, it will be tested in the courts,
and could have an effect on NOW leg-
islation since credit unions would have
an unfair advantage. He warned that
credit unions are the new “darlings” in
Congress, enjoying great accessibility
to legislators. «
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Morgan Guaranty Trust Company

OF NEW YORK

Consolidated statement oieondition
dune 30, {077

Assets In thousands
Cash and due from ban ks ... $ 4423 536
Interest-bearing deposits at banks.... 4 769 647
U. S. Treasury securities 1456 545
Obligations of U. S. government agencies . . . 184258
Obligations of states and political subdivisions . 1279 575
Other investment securities................. 510 659
Trading account securities, Net.......ooveviinnnne 1039 715
Federal funds sold and securities

purchased under agreements to resell . . . 419573
L 0an s s 13 767 333
Real estate.... 76 003
Total loans and real estate ... 13 843 336
Less: reserve for possible loan losses . . . . 149 944
Net loans and real estate........ccceoeovrvcvniicrnnnns 13 693 392
Premises and equipment, n e t......... 124 810
Customers’ acceptance liability ... 814 548
Other assets.... o e e 734 269
Total assets... ..$29 450 527
Liabilities
Demand deposits $ 7806 318
Time deposits . ... 2 901 806
Deposits in foreign offices 11 140 204
Total depPOSItS. e 21 848 328
Federal funds purchased and securities

soldunder agreements torepurchase . . . 3201 620
Commercial paper of a subsidiary............. 108 435
Other liabilities for borrowed money . . . . 1014 643
Accrued taxes and expenses.... 391 836
Liability on acceptances 816 706
Dividend payable . 25 000
Convertible debentures of a subsidiary

(%4 % ,due 1987) e 50 000
Capital notes (6% % ,due 1978) 100 000
Capital notes (5% ,due 1992) 79 055
Mortgage payable 14313
Other liabilities.... 313 137
Total liabilities.... $27 963 073
Stockholder's equity
Capital stock, $25 par value (authorized and

outstanding: 10,000,000 shares)'. . . . $ 250000
Surplus 385
Undivided profits.... 719 069
Total stockholder’sequity ... . 1487 454
Total liabilities and stockholder’s equity . . . $29 450 527

Assets carried at $2 552 697 000 in the above statement were pledged as
collateral for borrowings, to secure public monies as required by law, to
qualify for fiduciary powers, and for other purposes.

Member, Federal Reserve System, Federal Deposit Insurance Corp.

xetr York 23 Wall Street, 522 Fifth Avenue at 44th Street,
616 Madison Avenue at 58th Street, 40 Rockefeller Plaza
at 50th Street, 299 Park Avenue at 48th Street

International subsidiaries San Francisco, Houston,
Miami, Toronto

Banking offices abroad London, Paris, Brussels, Antwerp,
Amsterdam (Bank Morgan Labouchere N.V.), Frankfurt
Diisseldorf, Munich, Zdrich, Milan, Rome (to openin fall
1977), Tokyo, Singapore, Nassau

Bepresentatire offices Madrid, Beirut, Sydney,
Hong Kong, Manila, S&o Paulo, Caracas
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ELLMORE C. PATTERSON
Chairman of the Board

WALTER H. PAGE
President.

RAY C. ADAM

Chairman and President
NL Industries, Inc.

J. PAUL AUSTIN

Chairman of the Board
The Coca-Cola Company

R. MANNING BROWN JR.

Chairman of the Board
New York Life Insurance Company

CARTER L. BURGESS
Chairman, Foreign Policy Association

FRANK T. CARY

Chairman of the Board i X
International Business Machines Corporation

EMILIO G. COLLADO

Former Executive Vice President and Director
Exxon Corporation

CHARLES D. DICKEY JR.

Chairman and President
Scott Paper Company

JOHN T. DORRANCE JR.

Chairman of the Board
Campbell Soup Company

WALTER A. FALLON

Chairman of the Board
Eastman Kodak Company

LEWIS W. FOY
Chairman, Bethlehem Steel Corporation

HANNA H. GRAY
Provost, Yale University

ALAN GREENSPAN

President
Townsend-Greenspan and Company, Inc.

HOWARD W. JOHNSON

Chairman of the Corporation
Massachusetts Institute of Technology

RALPH F. LEACH
Chairman of the Executive Committee

HOWARD J. MORGENS

Chairman Emeritus
The Procter & Gamble Company

LEWIS T. PRESTON
Vice Chairman of the Board

DONALD E. PROCKNOW

President X
Western Electric Company, Incorporated

JOHN P. SCHROEDER
Vice Chairman of the Board

WARREN M. SHAPLEIGH
President, Ralston Purina Company

GEORGE P. SHULTZ
President, Bechtel Corporation
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Customer Convenience

Is a Major Reason
For Offering EFTS

By WILLIS J. WHEAT
Senior Vice President

be that ATMs are the logical first step
for a bank getting into EFTS. The feel-

Marketing ing is that it is more difficult getting
Liberty National Bank customers used to banking through
& Trust Co. POS terminals at retail outlets.

Oklahoma City

/"iUR MARKETING studies showed

that the most important reason
given by customers who switched
banks after moving is convenience.
Many people move accounts to banks
that are closer to where they live or
work or are open during more con-
venient hours.

These studies were central to our de-
cision to move into providing electronic
funds transfer services at Liberty Na-
tional. Oklahoma is a unit banking
state. However, we have personal
banking customers who live in a 50-
mile radius of our downtown office.

EFTS provides a way for us to do
business with people no matter where
they live or work within our trade area.
Furthermore, in addition to our own
operations, our bank, with assets of
over $1 billion at the end of 1976, is
also correspondent for 386 other finan-
cial institutions. We have an obligation
to provide these correspondents with
services they need to compete effective-
ly-

During our initial state-of-the-art
studies regarding EFTS, we decided
that the newest generation of auto-
matic teller machines (ATMs) and
point-of-service (POS) terminals could
provide the convenience that customers
want. This became feasible in March,
1976, when the state passed legislation
allowing banks to utilize these devices
for providing EFTS from remote loca-
tions.

However, we didn’t believe that
prospective and current customers were
just waiting for us to plug in terminals
so they could start banking from re-
mote locations. We had a lot of educat-
ing to do first.

The industry consensus seemed to

However, there were strong financial
reasons for us to question this conven-
tional wisdom. The fact is that it cost
between $35,000 and $60,000 to set
up an ATM, while a POS terminal can
be installed for around $2,000.

We felt this made it well worth our
while to educate consumers regarding
the connection between plastic cards
used for EFTS and the payment pro-
cess. Our objective was to build the
confidence needed for them to use the
card for traditional banking from retail
outlets.

We had a head start in that most of
our current and prospective customers
already were accustomed to using plas-
tic cards to pay for everything from
travel and entertainment to gasoline
purchases and department store shop-
ping. In addition, we had issued our
own check-guarantee and verification
“checOKard” starting in November,
1975. We started the checOKard pro-
gram with EFTS in mind, though there
was no assurance that the legislature
would allow banks in Oklahoma to get

TOP: Willis J. Wheat, s.v.p./marketing, Liberty
Nat'l, Oklahoma City, believes availability of
EFTS allows banks to provide more convenient
service for their customers.

SECOND FROM TOP: Liberty Nat'l of Oklahoma
City's checOKard is inserted in slot on NCR 770
ATM to activate machine. If customer is unable
to respond with correct code, card is not ac-
cepted.

SECOND FROM BOTTOM: Customer can use
checOKard to make purchase in same way
checkbook is used. Here, clerk fills in form that
serves as receipt and accounting document.

BOTTOM: Through arrangement with C. R An-
thony Co., department store chain, Liberty
Nat'l of Oklahoma City customers can make
deposits and withdrawals at any Anthony store
just as though they are at bank. Anthony
clerks have been trained and are as highly
motivated toward customer service as Liberty
Nat'l tellers.
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AN INVALUABLE AID FOR THE PERSON IN YOUR BANK

LOOKING FOR
NEW

CHRISTMAS IDEAS?

To build savings accounts. Put added
sizzle in Holiday selling. Create valu-
able publicity opportunities. Collect
public
bank.

relations dividends for your

Then put this new, profit-building
publication to work now. Its 80 pages
are packed with tested Holiday ideas
used by banks, large and small, coast
to coast — PLUS brand new ideas
built from sound selling techniques.

It even gives a formula for creating
your own ideas — custom-fitted to
your bank's image and personality.

RESPONSIBLE FOR CHRISTMAS PROMOTION PLANNING

To give your bank the most out of Christmas, start
with a sound plan. Use this manual for a complete,
step-by-step outline of how to go. Here are a few
samples of the many practical topics covered:

« How to use lobby decorations most effectively.
* The many ways banks promote Christmas
savings.

» Selling other bank services to Holiday shoppers..
¢ What your bank can do for children at Christmas.

¢ Most effective ways to remember employees in
Christmas planning.

e How to cash in with Holiday direct mail.

« Using the "good will" season to build bank good
will.

» Getting the most benefit from Holiday publicity
opportunities.

» A tested way to create your own Christmas ideas.

e Planning — with a step-by-step schedule from

Now is the time to start planning. Here is the tool
that makes this job easier and more resultful. Send
for it today.

It is the best "gift" Santa can bring your bank this
Christmas!

MONEY BACK GUARANTEE — If not completely satis-
fied in every respect, return within 10 days for full refund.
BOOK AVAILABLE FOR DELIVERY AUGUST 15,1977

MID-CONTINENT BANKER
408 Olive St., St. Louis, Mo. 63102

Please send copies @ $7.00 of your 80-page manual,
PROFIT-BUILDING IDEAS FOR BANK CHRISTMAS
PROMOTIONS.

| enclose our check* for $

) Name Title -----mmmmmmmemmeeeee
midsummer to New Year's.
Bank
Here is a timely reference you can use right now  street-

and for many years to come. It deserves a place in
your reference file.
Successful Christmas promotions are born early.

MID-CONTINENT BANKER for August, 1977

City, SEAte, ZiP..ooeeeeeiiiiiiee et e e e

* Check must accompany order. We pay postage and handling.
Missouri banks: please include 4Vi% sales tax.
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into EFTS.

Merchants expressed a willingness to
participate in the check-verification and
guarantee program only if it would re-
place the systems they already had in
use. Most had no interest in another
system to further complicate their pro-
cedures.

This was feasible since 12 Oklahoma
City banks, all using the same data
processing service, joined us in issuing
checOKards. One immediate result was
a reduction in bad checks. Oklahoma
City has a problem of looming propor-
tions. We had more than 19 bad checks
out of each 1,000 processed, compared
to only 11 per 1,000 in areas such as
New York City. The first impact of
checOKard was a reduction of the bad-
check ratio.

Four months after the November,
1975, start-up of the checOKard pro-
gram, the legislature made it possible
for us to move into EFTS with ATM
and POS terminals.

In May, 1976, we installed the first
on-line automatic teller machine in
Oklahoma City at the concourse of Lib-
erty National Tower. Our correspon-
dents since have added two other ATMs
—one in Oklahoma City and one in
Tulsa.

We use NCR 770 self-service finan-
cial terminals, which are fully automat-

STATEMENT OF CONDITION,
RESOURCES

Cash and Due From Banks ....
U. S. Treasury Securities
Securities of U. S. Government Agencies .
Obligations of States and Political Subdiv
Other Securities ....

Federal :unds Sold

Loans, Net
Bank Premises and Equipment

Real Estate Owned Other Than 3ank Premises

Interest Accrued—Not Collectée
Other Assets

LIABILITIES

Capital
Surplus
Undivided Profits
Capital Reserves
Accrued Payables
Dividend Payable
Deposits
Other Liabilities

OFFICERS

W. E TERRY, Chairman

CHECQSS&RD

This logo is used by Liberty Nat'l, Oklahoma
City, in connection with its checOKard program,
which is described in accompanying article.

ed and designed for controlled cus-
tomer processing of a wide range of
teller-oriented services.

The machine has an access door that
protects it between uses and an ability
to issue a variety of dollar denomina-
tions. Other important features include
flexibility in transfers to and from sav-
ings and checking accounts to loans,
credit cards and other accounts. Cus-
tomers also can check account balances
without making transactions.

The NCR 770 is also flexible in its
rejection or capture of improperly used
cards. The machine checks for stolen,
expired or damaged cards and rejects
or captures them based on the bank’s
policy. If an incorrect customer-iden-
tification number is entered repeatedly,
the card also can be retained.

After we began using these sophisti-
cated ATMs, we began looking for
suitable retailers for our POS program.
Our surveys soon uncovered a whole
spectrum of feelings among merchants.

One common feeling was the *“I

JUNE 30,1977

(Thousands)

WALTER BARNES, President

Vice Presidents

J. HOUSTON COCHRAN
JAMES L. ELLIS, Auditor
BENNY D. FESMIRB
JAMES FREEMAN
WILLIAM A. GUNTER, JR.

J. RAY HIGHT

M. H. MADDOX
TED MOORE, Cashier
RAYMOND E. MOTT
Secretary to the Board

J. H. SCOTT
Trust Officer
GEORGE SHELTON
J. BEN SHELTON
Security Officer
FLOYD T. WATKINS JR.

Assistant Vice Presidents

NATHAN BUCKLEY

MARGUERITE HOLDER

GERALD LONGMIRE

CHARLES BUTCH MADDOX
Assistant Cashiers

JOE BUTLER
POLLY CARROLL
BARBARA GILLIAM

JUDY HUBANKS
VARA HUDSON
PATTI LONG

JUNE MOTT
SCHERRY PRIDDY
IRWIN VANN

CHARLES VLINK

ROBERT A. CALDWELL
Assistant Trust Officer

JAMES STEVE WEST
Assistant Auditor

J. DAVID WALL
Data Processing Officer

4 * The First National Bank

A

ofJackson

PO.BOX 309/JACKSON, TENNESSEE 38301 /901-423-BANK

don’t make loans, you don’t sell gro-
ceries” approach. These merchants did
not want to get involved in the pro-
gram in any way. They felt that serv-
ing as a banking center was entirely
beyond their area of expertise, and they
weren’t eager to learn.

Others were amenable to our sug-
gestions, but at a price. If we wanted
them to serve as our “branch offices,”
we would have to lease space and pay
them for their time.

Still others looked further ahead
and felt that the enormous amount of
advertising we would have to do to ed-
ucate customers would benefit them.
If they served as one of our banking
centers, we would, in effect, be bring-
ing traffic into their doors.

But we were looking for something
more. We wanted the retailers who
view EFTS as a means of cutting costs
and reducing bad checks. EFTS pro-
vides the means for tighter financial
management. For example, retailers
can take instant cash-position readings
at each of their stores at the close of
business, so they can move money fast-
er and more efficiently.

The C. R. Anthony Co., a depart-
ment store chain headquartered in Ok-
lahoma City, met all these require-
ments. In addition, it’s been well
known for a long time—providing a
high degree of credibility—and has
stores in over 100 communities around

Oklahoma. Unlike most  discount
chains, where the customer is on his
own, Anthony’s sales people are as

highly trained and oriented toward ser-
vice as our own tellers.

In November, 1976, we began using
the on-line NCR 279 financial teller
terminal at 13 Anthony’s stores. The
first step was training sales personnel
to use them. We held intensive train-
ing programs at our offices and fol-
lowed up with field visits that ensured

that the terminals were being used
properly.

Anthony’s personnel were able to ef-
fect EFTS for customer purchases,
writing sales slips that served as

“checks” issued on customers’ accounts,
as well as make deposits and withdraw-
als or transfer funds on behalf of the
customer. A security key pad, used by
the customer to enter his or her per-
sonal code, blocks misuse of the cards.
This has worked extremely well.

The NCR 279 terminal features au-
tomatic validation of documents both
for internal audit and customer receipt,
and it has a master journal that pro-
vides a chronological listing of all en-
tries and control data by the terminal.
On-line responses from the central pro-
cessor also are recorded.

The terminal also maintains its own

accumulating control totals for trans-
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actions defining entries and batch to-
tals for releasing items to proof. In
short, it allows Anthony personnel to
function as one of our own tellers in
performing traditional banking trans-
actions within the Anthony’s stores.

We have been monitoring the
checOKard program closely and frank-
ly were surprised by the high ratio of
deposits to withdrawals through the
POSs, which runs at about six to one.
Obviously, this has validated many of
our premises about EFTS. We were
not surprised when the heaviest use of
the ATM and POS terminals was dur-
ing evenings, Sundays and holidays.

As a next step, we plan to make
these EFTS services available to cor-
respondents. We are encouraging them
to issue their own checOKard for use
at Anthony’s stores in their trade areas.

We don’t believe that every corre-
spondent will respond to this oppor-
tunity immediately or that they will
take advantage of all of our EFTS ser-
vices. However, we believe that a num-
ber of them will find that the extended
banking hours and additional locations
are an attractive service for many cus-
tomers. * *

How Banking

(Continued from page 40)

the peanut processor to purchase mod-
em equipment and to design its own
techniques to improve the quality of
its products in order to keep pace with
competition.

Some of the new equipment the com-
pany has installed in its test lab is the
most modern available in the industry.

“This has helped us improve the
quality of our product,” said Mr. Ritchie.
“We regard the new equipment as a
long-term investment and we expect to
feel the effects in the way of increased
sales as time goes on.”

By improving operations within the
company, All American Nut is staying
up with or ahead of the industry and
with the needs of the consumer. Mr.
Ritchie said that the concentration on
production has also allowed All Ameri-
can Nut to create more jobs.

Mr. Ritchie reports that the com-
pany was careful to add equipment
that meets EPA standards, since the en-
vironment is important to Cerritos and
its residents as well as the rest of the
country.

Applying the Chamber of Commerce
formula in this case shows that the
steady employment of the approxi-
mately 100 workers at All American
Nut will help to support over 97 families
(or about 351 people of which 79 are

school children). It will also save 68
non-manufacturing jobs.

In addition, the formula dictates that BUSINESS FINANCING

the AIl American Nut employees will
have over $1 million in personal in-

come that year of which $565,000 will FIRST MISSOURI LOAN POOL

be reflected in retail sales and over
$490,000 will be deposited in banks.

In both cases, there are taxes to be Loan Participations
considered. New industry generates tax Working Capital
revenue, which can substantially re- Equipment

duce a town’s tax base, thus lessening

. Construction
the burden on community taxpayers.

Lower personal taxes result in an in- Acquisitions

crease in the amount of disposable in- Sale Leaseback

come for town residents. Financial Counseling
Furthermore, when the income and SBA Loans

social security taxes paid by employees
dependent for their wages on newly

created jobs is added to other taxes, $25,000to $5(x)’[m
such as sales and unemployment, the
total tax revenue generated amounts to 5to 15 years

a substantial sum paid to governmental
agencies, which provide services sup-
porting the well-being of an area. JERRY STEGALL, E.V.P.

When a commercial finance com-
pany, such as Aetna Business Credit,
Inc., is instrumental in the creation of
a new company or the expansion of an

302 Adams St.

isting compan the activity not onl o )
XISt i
exis S ; A )s/'f . . y | }; Jefferson City,
ake ore job 0 ore people Dbt Mo. 65101

produces a great many desirable social

and economic results and contributes AMINANCEA
directly to the economic growth of the

community. * *

314-635-0138

WHY THE
SCARBOROUGH MAN
FOR YOUR

BANK INSURANCE

ANPC|I|HI |vTy He is a professional who understands the
VI bwlIlHLIW | = special insurance needs of banks.

Are you over-insured or under-insured? In
either case, you will be losing money...
reason enough to see your Scarborough
man. His experience and the knowledge
gained from serving only banks provide
him with the expertise to recommend the
specific insurance coverage your bank
requires. Ask him about...

* Bankers Special Bond

e Trust Operations Surcharge Liability
Insurance

* Employee Accident, Health, Dental, Life
Coverages

« Directors and Officers Liability Insurance

» Credit-Life, Accident & Health Coverages

To meet your bank insurance specialist

Doug Cushing write or call

Missouri/Southern lllinois

Scarborou g N the bank insurance people

Scarborough & Company, 222 N. Dearborn St., Chicago, lllinois 60601 Phone(312)346-6060
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Kentucky Convention Sept. 11-13
To Feature Fed Governor Burns

A RTHUR F. BURNS, chairman of
the Fed Board of Governors, will
speak at the Kentucky Bankers Associa-
tion’s 83rd annual convention, which
will be held September 11-13 at Louis-
ville’s Galt House. Governor Bums is
scheduled to appear on September 12.

ABA Treasurer Roger Lyon, Donald
L. Bower, president and CEO, Chev-
ron, U. S. A., San Francisco, and Terry
McBrayer, Kentucky commissioner of
commerce, are among other convention
speakers. Mr. Lyon, president and chief
administrative officer, Valley National
of Arizona, Phoenix, will appear during
the ABA portion of the convention.

Registration will begin at 1 p.m. Sun-
day, September 11, and continue
throughout most of the convention.

KBA Officers. Officers of the KBA
are: president, O. T. “Trigg” Dorton,
president, Citizens National, Paintsville;
president-elect, T. A. Juett Jr., presi-
dent and chairman, Citizens State,
W ickliffe, and treasurer, Homer Profitt,
president, National Bank of Lancaster.

Mr. Dorton holds a B.S. degree in
commerce from the University of Ken-
tucky and is a graduate of the Stonier
Graduate School of Banking, Rutgers
University, New Brunswick, N. J. He
is a past president, Kentucky Chamber
of Commerce. His son, Dennis T. Dor-
ton, is cashier, Citizens National.

Mr. Juett also holds a B.S. degree in
commerce from the University of Ken-
tucky. He entered banking in 1947,
joining Union Bank, Lexington, Ky., as
assistant cashier. In 1952, he became
cashier at his present bank and, in
1959, moved up to president and chair-
man. He is a graduate of the KBA
School of Banking, University of Ken-
tucky, and the Graduate School of
Banking, University of Wisconsin, Mad-
ison. Mr. Juett is mayor of Wickliffe.

Mr. Profitt joined National Bank of
Lancaster in 1967, going from Lincoln
County National, Stanford, Ky., where
he had been employed four years. He
advanced to president of the Lancaster
bank in 1974. Mr. Profitt is a graduate
of Eastern Kentucky State College and
holds a master’s degree from there. He
also attended the KBA Banking School
at the University of Kentucky and is a
graduate of the School of Banking of
the South, Louisiana State University,
Baton Rouge. * *

LYON

Truth-in-Lending Amendments
Require Variable Rate Disclosure

The Fed has amended Regulation Z
(Truth-in-Lending) to require advance
disclosure of any variable rate clause
in a credit contract that may result in
an increase in the cost of credit to the
customer.

The new rule will become effective
October 10 and is substantially similar
to a proposal issued for public com-
ment last October.

Main requirements of the new rule
include disclosure of:

e The fact that the annual percent-
age rate on the transaction is subject
to increase.

e The conditions under which the
rate may increase, including identifica-
tion of any index to which the rate is
tied and any limitation on the increase.

¢ The manner in which an increase
may be effected, including an increase
in payment amounts, a change in the
number of scheduled payments or an
increase in the amount due at maturity.

« Numerical examples (in the case
of home mortgage transactions only)
based on a hypothetical immediate in-
crease of one quarter of a percentage
point in the annual percentage rate,
effected through a change in the num-
ber of scheduled payments, or an in-
crease in the amount of those pay-
ments.

The requirement for numerical ex-
amples for residential mortgages ap-
plies to transactions in which a security
interest is taken in real property used
or expected to be used as the custom-
er’'s dwelling and need not be made
in transactions primarily for agricul-
tural purposes, the Fed said.

'Roofs":

United of Denver Donation
Helps Library Buy Film

The Denver Public Library has pur-
chased the hit film “Roots” with funds
donated by United Bank. The movie
version of Alex Haley’s best-selling
book was aired on nationwide televi-
sion last January.

The film has been made available to
the public by the library in 12 one-
hour segments.

The movie, which reportedly gath-
ered the largest prime-time audience
in TV history, concerns the story of
Mr. Haley’s ancestors beginning with
the birth of Kunta Kinte in a West
African village in 1750.

As part of the celebration surround-
ing the purchase of the film, the Den-
ver Public Library held in-person ap-
pearances by John Amos, the actor who
played the adult Kunta Kinte in
“Roots.”
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CORNERSTONE

Memphis Bank & Trust is becoming the cornerstone of area
banking. More and more banks, over 100 now all over the Mid-South,
are banking with Memphis Bank & Trust. We have the fastest growing
Correspondent Bank Department in Dixie.

We're in that position not just because we offer the full range of
banking services, other banks also offer impressive shopping lists.
Nor are we making it just because we're big, some banks are bigger.
Banks are banking on us for the same reason our other customers
do... we're dependable. We're the most solid bank in town, stone-
solid, and we back our services with personal attention and
unbeatable experience. We throw in some extras, too, that bankers
appreciate, like expert insurance capability, guidance in the
construction and design of bank facilities... even selection of
furnishings.

Solidarity plus the personal touch and the willingness to take
the extra step have made Memphis Bank & Trust the fastest growing

\ maior bank in Memphis... in all departments.

That same philosophy is making us the bank’
where bankers bank in

ity 8 the Mid-South. That's

111 iv the biggest com-

w oliment a bank

"o

» | I
W IpM m
55

Member FDIC

MEMPHIS BANKO© [TRUST

Correspondent Bank Department/In Tennessee, 1-800-582-6277/1 n other states, 1-800-238-7477
THE BANKER'S BANK
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Energy Use and Costs Can Be Cut
By Following Conservation Plan

By ALBERT L. BEERMAN
Alexander Grant
& Co., CPAs
Chicago

T HE energy crisis got to Americans

a few years ago when they had to
wait in line, sometimes for an hour at
a time, to buy gas for their cars.

Today, we’re concerned about ener-
gy once again, but for another reason.
Today, the energy crunch is felt in the
pocketbook and we, who always have
been willing to waste a little—or a lot!
—of our cheap energy, are suddenly
able to see some merit to conserving
it.

It is a fact that, for many years, the
United States has followed a cheap
energy policy but world economics is
changing that. The price of energy has
escalated dramatically. Natural gas
that cost a dollar in 1950 now costs
$1.80. Electricity we could buy for a

We design the function first and then
encase your operation in a building
that reflects the Bank's commitment to
the strength and progress of the com-
munity.

20180 GOVERNORS HIGHWAY
SUITE 21, 4617 NO. PROSPECT RD.

OLYMPIA FIELDS,
PEORIA HEIGHTS, ILL. 61614

dollar then costs $1.62 now. In some
localities, the cost of energy has risen
even higher.

There’s little doubt that this trend
will continue and accelerate. With
limited fuel to supply energy (unless
we learn to tap the sun’s power effec-
tively) and with an ever-increasing de-
mand, the cost of energy will continue
to go up. It can pose real problems for
banks, large or small.

The effect will be felt in many sec-
tors, of course. One of the most critical
will be the impact of higher costs for
energy that heats and cools our homes,

business establishments and industrial
plants. But for all the savings that
householders, business and industry

can gamer through energy conserva-
tion, equally important savings may be
available to banks, where energy con-
servation will be a must in years to
come. Because, in spite of increasing
energy costs, bank profit margins tend
to be inflexible.

IBBC

ILL. 60461 312/481-2800

309/688-8373

Still, these are areas in which banks
can achieve meaningful savings, be-
cause energy costs, like other costs,
can be managed. The requirement sim-
ply is to initiate an energy-management
program with these basic parts:

* A plan with responsibility for per-
formance.

e A system for
evaluating the results.

* Feedback to make sure the sav-
ings are maintained.

Each part is vital to the success of
an energy-management program. For-
tunately, each part also yields quite
readily to common sense.

The first is mostly an engineering
problem, but a wealth of not too tech-
nical advice on energy conservation is
available. (“Energy Conservation Pro-
gram Guide for Industry and Com-
merce,” U. S. Department of Com-
merce, National Bureau of Standards,
W ashington, DC 20234. “Energy Con-
servation in the Food System: A Pub-
lications List,” Federal Energy Admin-
istration, Washington, DC 20461.)

The second focuses on accounting
and controls, where we CPAs have
proved to be capable. To be meaning-
ful, of course, the accounting must pro-
vide insight into results and proof of
performance.

The third is administrative—and
vital, because without feedback and
prompting from the executive level, old
habits inevitably will creep in again to
send costs up once more.

In many respects, the engineering
aspects of energy control are less com-
plex than they may seem at first glance.

Most modern bank buildings, of
course, were not built for energy con-
servation. Economies in heating or
cooling are not achieved in a setting
of soaring ceilings, marble counters and
walls of windows—no matter how firm-
ly reinforced! Older masonry structures
are more satisfactory than those in
which steel and glass let heat escape
in winter and overheat in summer.

Still, it takes little more than imagi-
native interior design to reduce the ef-
fects of such problems. Newer build-

monitoring and

Albert L Beerman is

a partner in and nat'l

director of practice de-

velopment for Alex-

ander Grant & Co,

CPAs. He received a

degree in business ad-

ministration - economics

from Rice University,

Houston, in 1956, when

he joined Arthur

Young & Co. as a staff

accountant. He re-

ceived his CPA cer-

tificate in Texas the same year. In 1957, he
went to Farb, Miller & Co., which became Farb,
Miller & Beerman in 1958 and was merged
with Alexander Grant & Co. in 1968.
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There's a lotgoing on
Inthe neighborhood

Inthe lastquarter, we've all made alot of progress helping
the Kansas and Wichita economy grow. And The Fourth is
proud to be part of it.

We're particularly pleased with the increased usage of
Via, the cash card. The 24-hour banking convenience it
provides has helped make our system the ninth largest in the
nation.

facility in the state which provides total "home town" service
for both Master Charge and Visa, the new BankAmericard.

And we've played an important part in allthe new homes
and new cars you've been seeing with asubstantial increase in
consumer loans. In all, loan volume was up over 21% in the
last year.

Take a close look around our neighborhood. The era of

Another noteworthy and important change occurred with modern banking for Kansas has just begun.

the introduction of the Kansas BankCard Center. It is the only

Statement of Condition...June 30

1977 1976
ASSETS
Cash and due from banks..........cccocooviiiiiiincie o $ 91,741,000 $ 87,148,000
Investment securities:
U.S. Government obligations.............ccccccevvveennnn. 11,498,000 11,496,000
Federal agency SECUNtieS .........cccccceviueeriieeeienenne 6,997,000 10,000,000
Obligations of states and political subdivisions___ 53,647,000 53,018,000
Trading account and other securities.................... 8,755,000 28,872,000
Federal funds SOId..........cccooviiiiiiiiii e 20,300,000 15,300,000
Securities purchased under agreements to resell___ 30,480,000 16,500,000
Loans 284,497,000 234,773,000
Bank premises and equipment.. . 25,964,000 26,800,000
Other @SSets.........coviiiiiiiiii e 5,844,000 6,434,000

$539,723,000 $490,341,000

LIABILITIES AND STOCKHOLDERS’ EQUITY

Deposits:
DeMaNd ......ooceiiiiiiie e e $219,313,000 $198,221,000
TIME it 212,153,000 173,432,000
Total deposits.... 431,466,000 371,653,000
Federal funds purchased............cccccooveiiiiiiniinnens 24,625,000 27,350,000
Securities sold under agreements to repurchase-— 24,884,000 36,475,000
Other liabilities 6,077,000 4,901,000
Capital NOE ...coceviiiiiieiit w e 10,000,000 10,000,000
Total liabilities...........coceveiiiiiie e 497,052,000 450,379,000
Stockholders’ eqUILY........cccoeiiieiiiieniiceeceeeeeee 42,671,000 39,962,000

$539,723,000 $490,341,000

Fourth National Bank & Trust Company, Wichita, Kansas 67202 Member FDIC
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Inyoucan..,,. misj]j

room and a car for $23f./7
whats the hotel like?!

In aword, it's terrific.

O’Hare Motor Inn hasjust been completely remodeled to the tune ofa
snappy one million dollars. And now we have a special offer to convince
you to stay with us* g

A beautifully decorated room with queen size bed, color TV —plus
swimming pool, restaurants, the Dancing & Drinking Emporium, everythtrijl
else you'd expect from afull service hotel—and, a 1977 rental car.

All for the incredible rate off $27.77 aday.

That's enough to make Holiday Inn. Howard Johnson and the other
franchise operations blanch.

Next time you land in Chicago, grab our free, direct line for instant
limo service. At this rate, we could make you a customer for life.

O’Hare MotorImiS

| 6 minutes south of O’ Haine Airport
U 3939 Mannheim Rd., Schiller Park, Ill. 312/678-4800
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https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis

ings may make use of still more ad-
vanced techniques, recapturing heat
from sunnyside windows and from
lighting fixtures or utilizing exhaust
heat to make steam or for snow and ice
removal from walks, driveways and
parking lots.

Yet, even where sophisticated sys-
tems are in effect to preheat and pre-
cool air and water, additional savings
can be generated by an enterprising
energy-conservation program.

For example, cooling systems for
banks may be shut down during the
late afternoon without noticeable dis-
comfort since they have little evening
occupancy. (Engineers can demon-
strate that, while internal temperatures
may rise in summer until 11 p.m., they
will peak around midnight and drift
downward after that, because of the
cooler night air outside. No extra en-
ergy will be required to establish com-
fortably cool temperatures in the morn-
ing.)

It also pays to consider the amount
of cooling needed. Setting the thermo-
stat at 78 degrees rather than 75 de-
grees may achieve substantial savings
with only moderate discomfort to cus-
tomers or employees.

The same case can be made for heat-
ing. Often, it’s effective to lower the
desired temperature during the after-
noon, even when it may not be possible
to shut down the heating system entire-
ly overnight.

Substantial savings can be made in
periods of little or no use: weekends
or holidays, for example.

When data-processing is done in off-
hour periods, it may be well to consid-
er spot or area heating or cooling for
the department, segregating it from the
bank as a whole. When several off-hour
functions are involved, it may be possi-
ble to combine them for additional sav-
ings; heating or cooling one part of a
building is less expensive than heating
or cooling several parts.

Many other techniques can aid in
the performance part of an energy
management program:

¢ Reduce lighting in hallways, stair-
wells and closets to the lowest safe
level and turn off electric typewriters
and other business machines when not
in use.

e Turn down the hot water thermo-
stat and make sure no faucets are leak-
ing. (One drop per second amounts to
2,500 gallons per year—a costly reser-
voir, especially if it’s been heated.)

¢ Installation of timers will auto-
matically adjust heating and air-condi-
tioning for off-peak periods and control
light switches in little-used areas.

¢ Automatic door-closers may be in-
stalled to save both heat and cool air.



e Recovery of heat from exhaust air
to preheat incoming air effects good
savings.

* Reduction of elevator and esca-
lator services during non-peak hours
will cut costs; so will reducing light
levels in elevators.

* Maintaining pilot lights can waste
energy. They may be turned off entire-
ly, for manual operation, or replaced
with electric spark devices.

e Lower the lighting fixtures in
high-ceiling areas, and reduce exterior
illumination of buildings and grounds
to the minimum safe level.

W hile all these techniques—and
others—can help reduce costs, none
will provide an effective, lasting solu-
tion unless it’s coupled with careful
monitoring.

Keeping a careful record of costs
will help avert the usual tendency to
relax efforts and let costs creep back
upward. A good, simple monitoring
system would involve these procedures:

e Collect utility bills for each meter
station for the past year; gas, electric
and other fuel should be included.

« Use the detail available; post to
record the energy used both in units
(MCS, KWH, etc.) and in dollars—

according to the billing period, which
may or may not be a calendar month.

e Study the cost patterns to distin-
guish areas where the greatest costs
seem to be present.

« After developing and putting into
operation the energy-management pro-
gram, continue to obtain and post the
data and establish a regular schedule
for comparison.

e The person designated to collect
the data should produce consolidated
statistics and make regular reports on
results.

It may be worthwhile to spot-check
both the use of given areas and the
cost of heating or cooling those areas
for test periods throughout a day or
week. It’s possible to arrive at cost per
circuit, of course, and this intensive fo-
cus may offer useful lessons for further
conservation.

Given the correct engineering, care-
ful monitoring of energy costs in a
bank building is sure to show savings
after a conservation program goes into
effect.

Feedback is the final, essential ele-
ment in maintaining those savings.
W ithout continuing attention, the old
practices are bound to take over once
again, and costs will creep up to pre-
vious levels.

The program won’t work unless em-
ployees and management know it
works. So there must be periodic com-
parisons—of energy and of costs—for
every segment of the bank that is af-

MID-CONTINENT BANKER for August,

fected—and they must be given the
widest possible airing. Only in this way
will the bank actually enjoy the long-
term savings possible through energy
conservation. ¢ -«

Market Day Set for Sept. 7
By First Midwest Affiliates

ST. JOSEPH, MO.—The 21st annual
Market Day, cosponsored by First
Stock Yards and First National banks,
affiliates of First Midwest Bancorp.,
will be held September 7.

Registration will begin at 9 a.m. in
the lobby of First Stock Yards Bank
and will be followed by a tour of the
Steven Hat Manufacturing Co. A
luncheon will follow at the Hoof and
Horn Steakhouse and will feature a re-
port on the current day’s market.

The afternoon program will begin
at 2 at the St. Joseph Country Club.
Principal speaker will be J. Marvin
Garner, executive vice president, Na-
tional Pork Producers Council, Des
Moines. His topic: “This Little Piggy
Went to Market.” Following the speak-
er, a panel will present the current and
future trends in livestock and grain
marketing.

The traditional social hour and steak
dinner will conclude the event.

R. M. Klingler Elected V.P.,
Central Bancorp., Cincinnati

CINCINNATI—Robert M. Klingler
has been elected vice president, Cen-
tral Bancorp., Inc. He will head the
HC’s marketing and EFTS programs.

Mr. Klingler joined the HC’s anchor
bank, Central Trust, Cincinnati, in
1965. He was elected assistant cashier
one year later, assistant vice president
in 1968 and vice president in 1971. He
currently heads the bank’s marketing
and electronic banking division.

New Credit Assn. Officers

Three bankers have been elected to
posts in the Retail Credit Association
of Greater Kansas City. They are: pres-
ident, Robert W. Chenoweth, vice pres-
ident and assistant to the president,
Commercial National, Kansas City,
Kan.; first vice president, W. M. Dull
Jr., vice president, First National, In-
dependence; and second vice president,
Ralph Little, assistant vice president,
Commerce Bank, Kansas City.

STATEMENT OF CONDITION

FIRST PASADENA

$ ta te

(franlt

PASADENA, TEXAS

AT THE CLOSE OF BUSINESS JUNE 30. 1977
RESOURCES

Cash and Due from Banks
Securities

Loans
Federal Funds Sold
Real Estate, Furniture and Fixtures
Other Resources

$22,641,029.09

46,759,378,26
$ 69,400,407.35
78,307,361.03
1,000,000.00
4,071,904.40
3,347,179.55

TOTAL s $156,126,852,33
LIABILITIES

CaPital STOCK ot $ 3,000,000.00

Certified Surplus 6,000,000.00

Undivided Profits and Reserves
Deposits

Mrs. Marcella D. Perry
Senior Chairman of the Board

. J._ W. Anderson
Vice Chairman of the Board and
Chairman of the Executive Committee

Howard T. Tellepsen
Vice Chairman of the Board

10,797,795.83
136,329,056.50

$156,126,852,33

S. R. Jones, Jr.
Chairman of the Board and
Chief Executive Officer

J. 0. Kirk
President

Executive Vice Presidents

B. F. Holcomb G. M. Magee

E. T. Shepard, Jr. (and Cashier)

Senior Vice Presidents
James B. Clary W. E. Marsh Carroll D. Davidson Wendell F. Wallace
MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION
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Prepare NOW

forAnnual Meetings

Booklets That Aid (!) Bank Management

(2) Bank Directors
(3) Bank Stockholders

« How to Prepare for Kidnap/Extortion
Threats. 4-page study, outlines security
precautions to take at the bank and at
home, sample *“alert” system, action to
take during and after threat. No. 114, 3
copies for $1.

e So Your Husband Is a Bank Director.
2 pages. Outlines for the bank director’s
wife the “sensitive” nature of her hus-
band’s directorship. Stresses the confiden-
tial nature of the banking business; dis-

courages bridge-table gossip! No. 115, 3
copies for $1.
< A Code of Ethics. 4 pages. Sample

policy statements by two banks, covering

personal conduct of officers, inside and
outside the bank. Example: sets criteria
for conflict of interest, political activity,
outside interests, trading in bank stock,

gifts and entertainment that can be ac-
cepted by officers. No. 116, 3 copies $1.

< Capital Adequacy. 4 pages. When does
a bank have enough capital? Should a
bank resist supervisory pressure to increase
capital? Should a committee of board mem-
bers keep abreast of capital requirements
for their bank? These and other questions
discussed. No. 117, 3 copies for $1.

= The Bankers’ Handbook. Considered the
most complete and definitive reference
source covering current practices. It places
the money knowledge of 90 of the country’s

leading bankers at the fingertips of the
banker or businessman, in a concise, ana-
lytical style. In it are the answers to most
of your questions about banking—easy to
use. 11 major sections—in 87 chapters.
1230 pages. No. 120, $35.00.

< Bank Audits and Examinations. This
study, written in non-technical language,
is designed to be helpful (1) to an inde-

THREE NEW STUDIES

= Risk Management for Bank Directors.
An outline of what bank directors should
know about risk management in order
to adequately protect their bank and
themselves in light of their position of
fiduciary trust. No. 140, 3 copies for $1.

= Bank Ethics and the Board. A hypo-
thetical case study called “The W ater-
gate Bank,” which outlines various un-
ethical practices engaged in by a “fic-
titious” management. Problems are
presented; questions asked; and poten-
tial solutions offered. No. 141, 1 copy
for $1.

e What Every Director Should Know
About Employee-Stock Ownership Plans
(ESOPs). Ever since the Employee Re-
tirement Security Act (ERISA) became
law in 1974, a tremendous amount of
publicity has been given to pensions,
particularly the use of ESOPS. What is
an ESOP? Is it for your bank? This
study poses some questions and an-
swers. No. 142, 1 copy for $1.

pendent accountant engaged to conduct
an opinion audit, (2) to an internal bank
auditor who wishes to make his work more
effective and (3) to a bank director who
wishes to compare procedures followed by
his bank with the modem methods out-
lined. No. 121, $32.

= What Every Bank Director Should
Know About Bank Counsel. A pithy dis-
cussion of the advantages and disadvan-
tages of a bank maintaining full-time coun-
sel, and whether that counsel should be an
elected director. The counsel-director re-
lationship is also covered—a vital relation-
ship in these days of complicated legal
maneuvering. No. 129, 3 copies for $1.

< Management Policies for Commercial
Banks. 2nd edition by Howard D. Crosse
and George H. Hempel. Substantially re-
vised edition dealing with major policies of
liability and asset management in banks.
Includes examples of major policies and
the relationship of policy makers and the
issuing of policy. Examines lending prac-

tices, personnel,
and portfolio management
structure. No. 131, $16.95.

marketing management
and capital

« Management Succession. 8-page study.

This has been termed the number one
problem in banking. Directors have the
legal duty to staff their banks and this

publication provides invaluable aids to as-
sist directors in this area. Includes a com-
prehensive checklist for management de-
velopment. No. 133, $1.

< Bank Stock Prices. How the price range
of a bank’s stock should be determined is
discussed in this four-page study. The pros
and cons of high and low stock prices are
examined so directors can determine where
to set the price of their bank’s stock. No.
134, 3 copies for $1.

< What Every Bank Director Should
Know About Public Relations. A veteran
journalist and PR man describes what PR
is and how a message can be relayed to
the public: how the good works of your
bank can be publicized. Includes an ex-
ample of a deposit-building program that

worked; also describes how the bank’s
personnel were “sold” on the program,
thus insuring its effectiveness. No. 135, 3
copies for $1.

< What Every Director Should Know
About Personnel Management. One im-
portant aspect: evaluation of employment
policy . the director should understand
this. Also, each bank should have a re-

cruitment policy and a general policy with
respect to the role of fringe benefits. No.
139, 3 copies for $1.

« Commercial Problem Loans. A study
that makes a significant contribution to
improving lending skills by filling a
void in the loan department’s litera-
ture. The problem loan is identified in
detail and a program of supervision is
outlined. The volume includes a 41-
page chapter on collecting problem
loans and a case study of a fraud that
brings all the points discussed into full
play. Also included are a complete
sample credit file and a hypothetical
credit policy statement. Published in
1974. No. 137, $18.

Order by Number Using Coupon on the Opposite Page
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Be a Step Ahead

of Bank Regulators!

Examiners expect banks to have Written Loan Policies.

Send TODAY for your copy of the revised and enlarged edition of The Bank
Board and Loan Policy, a 40-page manual that discusses the reasons for a bank

having a written loan policy.
four well-managed banks that can aid

for its lending officers. A written loan policy can protect directors from

Included are current

loan and credit policies of
your bank in establishing broad guidelines
lawsuits

arising from failure to establish sound lending policies!

Check Box No. 113, $4.25 per copy

OTHER MANAGEMENT-DIRECTOR MANUALS

= Bank Directors and Their Selection,
Qualifications, Evaluation, Retirement. 24
pages. Answers key questions concerning
director selection, retention and retire-
ment. Special section: the prospective di-
rector and how he should be expected to
contribute to the bank’s success. No. 101,

$2.85 per copy.

= Bank Shareholders’ Meeting Manual. 60
pages, 8/2 x 11". Designed to aid directors
of state-chartered banks, this book dis-
cusses conflict of interest, minority rights,
fuller disclosure, voting of trust-held se-
curities, preparation of stock purchase and
stock option plans, also capital notes and
debentures.

The manual also is helpful in updating
annual shareholders’ meetings at a time
when stockholders are becoming more in-
sistent on receiving meaningful information
at annual meetings and in annual reports.
No. 102, $7.75 each.

« A Model Policy for the Bank’s Board
of Directors. 24-pages, reviews typical
organizational chart, duties and responsi-

bilities of managing officers and various
standing committees, loan, investment and
collection policies, and an outline of a
suggested investment policy. No. 103,
$2.85 per copy.

board or management? No.
for $1.

106, 3 copies

 The Board of Directors and Effective
Management. Harold Koontz, 256 pages.
Critical look at directors’ role: functions
and responsibilities, decision areas, control,
relationship of success to more productive
management. No. 107, $13.50 per copy.

e Deferred Compensation Plan for Direc-
tors. Explanation of an important IRS
Ruling that will allow your directors to
collect directors fees after retirement, thus
offering substantial tax savings. No. 108,
3 copies for $1.

< A Business Development Policy. A plan
for the small bank in setting up objectives
and establishing responsibilities in the of-
ficer staff for getting new business, holding
present business. No. 109, 3 copies for $1.

e SALES: How Bank Directors Can Help.
Detailed outline of a program that has
developed more than $40 million in new
business for a holding company chain in
the Southeast. No. 110, 3 copies for $1.

SEE OPPOSITE PAGE FOR

= Planning The Board Meeting (Revised
edition). This 64-page booklet provides
some workable agenda, suggestions for
advance planning and also lists type of re-
ports a board should receive monthly and
periodically. It emphasizes the need for in-
forming the board as quickly and concisely
as possible. An excellent supplement to

plans your bank already has. No. 111,
$4.50 per copy.
e Policy Statement for Equal Employ-

ment Opportunity. 4-page study, contains
suggested Equal Opportunity Program
aimed at preserving a bank’s eligibility to
serve as federal depository. No. 112, 3
copies for $1.

OTHER TOPICS

Please Send These Management Aids:

A | Revi for OFffi b i 101 . copies $ .... 116 .. copies $ ..
- nnua eview or icer romotions.
. i Send Completed Coupon WITH CHECK
4-page study, contains 12 point-by-point 102 copies $ .. nz .. COp_Ies $ . ) P . p .
appraisals of officer performance and 108 . copies $ .. 120 .. copies  $ e to: Commerce Publishing Co., 408 Olive
potentials. No. 104, 3 copies for $1. . $ 1”2 .. copies $ .. St., St. Louis, Mo. 63102, publishers of
104 . copies .. . . .

P 129 .. copies $ .. The BANK BOARD Letter, Mid-Continent
= Check List of Audit Procedures for 105 copies $ .. 131 .. copies $ e Banker and Mid-Western Banker
Directors’ Exan"!lnatlon. 23-.part out'llne en- 106 copies $ .. 133 .. copies $ ..
compasses review of major audit cate- ) 1% copies  $
Sg;'iiss' fjf;i'al 4-page study. No. 105, 3 107 cop!es - 135 .... copies $ Enclose check payable to

' 108 copies  $ .. 137 .... copies $ e The BANK BOARD Letter

= Bank Board Policy and the Preroga- 109 copies  § .. 139 .. copies $ ..

tives of Operating Management. Special NO copies $ .. 140 .. copies $ .. N

study focuses on utilization of skills and . 141 .. copies $ e BME e

knowledge of “outside” directors; should m copies  $ .. 1% copies $

the board do more than merely set 112 copies $ .. a Bank or Company............

policy?; who should operate the bank—the . X TOtaI $ ..
13 copies  $ .. (In Missouri add AdArESS..omeoeooe,
14 copies $ . A4/2% Tax) $ e

Digitized for FRASER 115 . copies $ .. TOTAL $ .. City. i State Zip...
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NEWS

From the Mid-Continent Area

Alabama

m FIRST NATIONAL, Mobile, has
opened the permanent offices of its
Mount Vernon Branch at the intersec-
tion of Military Road and Highway 43.
The building’s exterior is of white
marble chip stucco. The office features
two drive-up windows, night deposit
and safe deposit boxes. The bank’s lob-
by is decorated in shades of rust and
beige and accented in blue. A confer-
ence room is available for community
use. Stephen E. Pollman, branch officer,
is the branch’s manager, while Harry
McMullen is acting assistant manager.

m MAURICE R. COX has joined Ala-
bama Bancorp., Birmingham, as vice
president and national division man-
ager. He also has been named vice
president of the HC’s lead bank, First
National, Birmingham. In his HC post,
Mr. Cox will have calling and credit
responsibility for national companies
and correspondent banks outside Ala-
bama and will be responsible for con-

tacts with prospective customers. He
formerly served Arizona Bank, Phoenix.
In other news at First of Birmingham,
Lynette Guin has been named vice
president, international department,
while Nell Bryant has been elected as-
sistant cashier, personnel department.
Byron Chew, vice president-financial
affairs, Birmingham-Southern College,
has been named to the bank’s western
area advisory board and William W.
McTyeire Ill, vice chairman in charge
of sales and marketing, Birmingham
Ornamental Iron Co., has been named
to First National’s northeast area ad-
visory board.

m GROUND has been broken for the
new office of First Colbert National,
Sheffield. Located at the intersection
of Jackson Highway, Second Street and
Cox Boulevard, the $200,000 structure
will feature six drive-up lanes and ex-
tended banking hours.

m DON GIARDINA has been named
sales engineer, LeFebure Corp., Cedar
Rapids, la. He is associated with the

Cooperation.

In Correspondent Banking, Don Lamon
and his associates have achieved a
record of cooperation and friendly
personal service. They’re anxious to be

of service to you, too.

LNONBaNK&TRUSTGa

call

JOHNSTON GIARDINA
firm’s Atlanta branch and concentrates
on the Birmingham, Gadsden and
Huntsville market area. He is a sales
specialist in the institutional-market
field.

Ken Lott Honored

Ken Lott (r.), pres., Merchants Nat'l, Mobile,
has been named distinguished alumnus of the
School of Business, Auburn University. He is
shown with the school's dean, George R Hor-
ton. Mr. Lott, a past president of Auburn's
national alumni association, is only the fifth
person to receive the award. It was presented
to him during Honors Day ceremonies.

Arkansas

m DR. GAITHER C. JOHNSTON JR,,
Hot Springs, has been elected a di-
rector of Arkansas Bank, Hot Springs.
He is vice chief of staff, St. Joseph’s
Hospital, Hot Springs. Also elected to
to the bank’s board was C. Everett
Fulgham, banker and businessman. He
is a director of First National, Lub-
bock, Tex., and a former chairman and
CEO, Union National, Little Rock.

m JOE TAYLOR Il has been named
president and CEO, Fidelity National,
West Memphis. He succeeds Wayne
W. Pyeatt, who resigned July 1. Mr.
Taylor was executive vice president. He

60 Commerce St., Montgomery, Alabama TOLL FREE is a past president, Junior Bankers Sec-
Alabama’s Largest Independent Bank 800-392-5821 tion, Arkansas Bankers Association. Mr.
Pyeatt joined Fidelity National in Au-
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If itcanHbedonephone-to-phone,
w ell be there race-to-face.

No matter how much distance there is between you and our correspondent bankers,
we promise you this: We're going to be more than a voice on the other end of the phone.
m m Jim Andress and Jack Andrade will see to that.

They work hard to make sure each of our cor-
respondents get the personalized service theyve
come to expect from us over the years.

And the professional service, too. In data proc-
essing, operations, marketing, international
banking and investment securities. Even services
in such specialized areas as land management,

Onephone call toJim (left) ordack (right) willgetyou started. 990|Ogy, forestry and oil exploration.

It’s all covered in a free brochure we’d like to send you. Just call toll free. In Alabama
(800) 672-6709 and inthe Southeast (800) 633-6710.

One phone call to First National will get you started. And, whenever you re ready,

M FirstNational Bank of Mobile

PO Drawer 1467, Mobile, Alabama 36621. A First Bancgroup-Alabama, Inc., Affiliate Member FDIC.
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gust, 1976, as chairman and president,
coming from National Bank of Com-
merce, Memphis, where he also was
chairman and president. He continues
as a Fidelity National shareholder.

m WILLIAM E. ESTES has been
named senior vice president, Commer-
cial National, Little Rock, while Thom-
as E. Steves has been elected president,
Consumer Services, Inc., and senior
vice president and division manager at
the bank. Consumer Services is a wholly
owned subsidiary of the bank. Mr. Estes
is trust department manager and went to
the bank in 1976 from a bank in Mem-
phis. Mr. Steves has been with Com-
mercial National 16 years and has had
primary responsibilities in the market-
ing and public relations area. He is a
former president, Greater Little Rock
Clearing House Association.

IHlinois

Hubert ‘Lionizes' Mayor

Hubert the Harris lion presents the "key" to
Harris Bank of Chicago's new convenience
banking facility in Chicago's Board of Trade
Building to the city's mayor, Michael Bilandic
(2nd from 1), and Warren W. Lebeck (l.),
board pres. At r. is Charles M. Bliss, bank
pres. The street-level facility, which opened
July 12, provides personal banking services,
including cashing and issuing checks, drafts
and money orders and receiving deposits and
loan payments. It also has a 24-hour auto-
mated teller machine. It is the second ofF-prem-
ise personal banking facility allowed Harris
Bank under lllinois banking laws. The bank's
first such facility has been housed in the Harris
Operations Center, 311 West Monroe Street,
since 1970.

m RICHARD K. LIGNOUL, former
Illinois commissioner of banks and trust
companies, has joined Edwardsville Na-
tional as vice chairman and chairman of

98

the executive committee. Mr. Lignoul
joined the state government in 1971 as
administrative assistant to then State
Treasurer Alan J. Dixon. In June, 1973,
former Governor Dan Walker appointed
Mr. Lignoul first deputy commissioner
of banks. In June, 1974, he moved up
to commissioner and held that post un-
til last May 1.

m PHILIP AL WASHBURN has been
elected assistant vice president, Harris
Bank, Chicago. A member of the bank’s
Midwest group, Mr. Washburn is re-
sponsible for services to correspondent
banks and businesses in an area includ-
ing Illinois and Missouri. He has been
with Harris Bank since 1972.

m ERNEST K. HELLMICH has been
named assistant cashier, National Stock
Yards National, National City. He is a
traveling officer in the correspondent
division and calls on banks in lllinois.

m CENTRAL NATIONAL, Chicago,
has announced the following promo-
tions: to senior vice president and ex-
ecutive trust officer—Thomas E. Beck;
to senior vice president and manager,
international banking group—Denis R.
Chevaleau; to senior vice president—
Thomas W. Hoagland; and to second
vice president and international opera-
tions manager—Andrejs Racenis. Mr.
Beck joined Central National in 1973;
Mr. Cheveleau, in 1974; Mr. Hoag-
land, in 1964; and Mr. Racenis, in
January, 1977.

m JOHN N. FIX has joined Continen-

tal Illinois National, Chicago, as vice
president, to head the bank’s Illinois
financial institutions division, corre-

spondent banking. He goes there from

HOAGLAND CHEVALEAU

Northern Trust, Chicago, where he had
been a vice president in the commercial
banking department. Continental Bank
also has announced the following pro-
motions: to vice presidents—Terrence
M. Overholser, Susan D. Oliver, Fred-
eric K. Sinker Jr., Donn S. Smith, Rob-
ert L. Champion Jr., Edward H. Hard
Jr., William J. McGirr, Ronald F.
O’Connor, Edward L. Harris, Robert
D. McKnew, Thomas R. Durham, John
G. Nestor, Paul O. Savard, Bruce A.
Simons, Robert W. Williamson and
John R. Rucker; to second vice presi-
dents—Carol N. Johnson, Challis M.
Lowe, William D. Giese, William H.
Minihan Jr., Raymond J. Reid and
Cornelius A. Twomey.

m RICHARD C. PETERSEN has been
promoted to vice president and bond
department head at National Boule-
vard Bank, Chicago, while Susan M.
Ruwitch has been elected assistant vice
president, personal bank department.

m DONALD L. MacNEIL has been
named executive vice president, Her-
itage Bancorp., Inc., Evergreen Park.
He joined the HC in 1966 and con-
tinues in his positions as director, gen-
eral counsel and corporate secretary.

BECK PETERSEN
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Harry E. Cruncleton, pres., Bank of Belleville,
seems anxious to complete his bank's expan-
sion program as he dons a hard hat and op-
erates a bulldozer to demolish a wall of the
last standing building on the site. Mr. Cruncle-
ton ran a similar giant Caterpillar as a youth
on summer jobs to earn school money. He was
a member of Local No. 520. Directing the op-
eration is Jim Hayden of Jim Hayden Construc-
tion Co., builder of the new banking complex,
which was scheduled to be completed early
last month.

Indiana

New to Linden

AMdM

slip

Linden State held the grand opening of its new
building early this summer. The 3,900-square-
foot structure has an exterior of brick and
stone, and the interior is done in brown, beige,
orange and yellow tones. There are three
private offices, three tellers windows and a
loan-area window, two vaults, a storage room
and directors room. The bank also has a drive-
up window.

m PEOPLES SAVINGS, Evansville,
has promoted Ronald H. Kirsch to
cashier, Chuck Becker Sr. and Keith
Wright to assistant vice presidents and
Terence J. Keil to auditor. Messrs.
Kirsch and Becker joined the bank in
1974, Mr. Wright in 1971 and Mr. Keil
in 1976.

PARRISH SAM BLASCO

m SAM BLASCO has been named
chairman, Mark Plaza State, Overland
Park. He succeeds A. J. (Al) Blasco,
who has retired after serving as chair-
man since the bank opened five years
ago. Succeeding Sam Blasco as presi-
dent is Billy D. Parrish, who is new to
the bank. Sam Blasco was formerly in
the correspondent department of United
Missouri Bank, Kansas City.

m MRS. NANCY SHEARS has been
elected an assistant vice president at
First National, Hutchinson. She has re-
sponsibilities as marketing and real es-
tate lending officer. Kent Longenecker,
formerly responsible for marketing, has
assumed new duties in commercial and
correspondent banking.

m COMMERCIAL NATIONAL, Kan-
sas City, has promoted Allan Cinnamon
from trust officer to vice president and
trust officer, Earl D. Tjaden to trust
officer and Shirley A. Mattox to as-
sistant trust operations officer. Mr. Cin-
namon joined the trust division in 1975,
Mr. Tjaden in 1977 and Miss Mattox in
1970.

m BOB LIDA has been named director
of marketing programs and communica-
tions at Fourth National, Wichita. He
was formerly vice president of Asso-
ciated Advertising, which he joined in
1975 following service with Cessna
Aircraft Co. In other action, the bank
has elected Tom Baggett assistant vice
president, trust division; Martha A
Butler operations officer, check collec-
tions; and Catherine A. Schoenecker

SHEARS CINNAMON

BLACKBURN

operations officer, Kansas BankCard

Center.

m STEPHAN P. BLACKBURN, who
travels in Kansas for United Missouri
Bank, Kansas City, has been promoted
from assistant vice president to vice
president. He joined the bank in 1973.

Died: Gordon W. Lindley, 82, former
state bank examiner and assistant com-
missioner, Kansas State Banking Com-
mission, Topeka.

Kentucky

m CITIZENS FIDELITY, Louisville,
has named Charles F. Wood Il a vice
president and raised Milton L. Schroer-
lucke and Ethel Bromley to assistant
cashiers. Michael P. Currier, assistant
vice president and director of corporate
communications, has resigned to join
a group of family owned radio stations
in Maine. He is succeeded by Jane A.
Pickering, who has been named as-
sistant director of corporate communi-
cations. She is new to the bank.

m MICHAEL E. WILLIAMSON has
been named loan officer at Fort Knox
National. He joined the bank in March
and has been undergoing officer train-

ing.

We make automated service easier for youl

COMMERCIAL

GNB NATIONAL

BANK

Max Dickerson

6TH & MINNESOTA AVENUE « KANSAS CITY, KANSAS 66101 *913 371-0035 « MEMBER F.D.I.C.
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First of Louisville Raises 3

First National, Louisville, has made promotions
in its regional banking department. From |I.:
Robert G. Dorris and Ballard W. Cassady were
named associate regional banking officers and
Marie A. Cooper was named regional banking
officer.

Louisiana

m BANK OF NEW ORLEANS has
elevated Mrs. Althea Cuccio and James
Rooney to assistant vice presidents and
named the following to assistant cash-
iers: Gregg Burmaster, Mrs. Earlene
Carman, Mrs. Gloria Rowell, Otis Du-
rel, Mrs. Betty Lala, William Ryan and
Mrs. Linda Salvage.

m FIRST NATIONAL BANK OF
COMMERCE, New Orleans, has pro-
moted John A. Fields and Pierce W.
Hance to vice presidents and William
S. Culver Jr., Pamela R. Delamore,
Linda Cook Earle and Karl D. Zollin-
ger to assistant vice presidents. Her-
mann K. Gelpi, William B. Wisdom Jr.
and E. L. Lowder have been elected
to the board of First Commerce Corp.,
the bank’s HC.

Mississippi

m DEPOSIT GUARANTY NATION-
AL, Jackson, has promoted M. Hunter
Cade Jr. and W. Stanley Pratt to vice
presidents and named James H. Jack-
son and Joseph Lee McCarty Jr. as-
sistant vice presidents. Messrs. Cade
and Pratt joined the bank in 1973. Mr.
Jackson has been with the bank since
1967 and Mr. McCarty joined the bank
in 1971.

PRATT CADE

m CHARLES H. JOHNSON has been
elected to the advisory board of Han-
cock Bank, Gulfport. He succeeds the
late W. Ray Gordon. Mr. Johnson is in
the general contracting business in
Waveland.

Jackson AIB Officers

These are the new officers of the Jackson AIB
Chapter. L to r., they are: sec., Ellen Beckham,

Deposit Guaranty Nat'l; pres., Beal Everett,
a.v.p., Mississippi Bank; v.p., Jimmie Ishee,
First Nat'l; and treas., Joyce Henderson, De-

posit Guaranty Nat'l.

Missouri

m W. RAY CLUBB has joined Bank
of Marquand as cashier and CEO, go-
ing from Bollinger County Bank, Lutes-
ville, where he was vice president and
loan officer for the past nine years. Con-
trolling interest in Bank of Marquand
was purchased by Curtiss Anderson and
Pauline E. Clubb. Mr. Anderson was
elected its president, and Mrs. Clubb
was named executive vice president.
Mr. Anderson continues as president
and Mrs. Clubb as executive vice presi-
dent and cashier, Bollinger County
Bank.

m DON REYNOLDS has been elected
president, Salisbury Savings. He was
formerly vice president, Commerce
Bank, Kirksville.

Barret Heddens Jr. Dies

Barret S. Heddens Jr., 52, died at his home
June 23, an apparent suicide. Mr. Heddens was
ch. & CEO, First Nat'l

Charter Corp., and ch,,

First Nat'l Bank, both

of Kansas City. He left

a note indicating he

was suffering from un-

bearable pain in his

back and neck. He had

undergone surgery sev-

eral times in recent

years. Mr. Heddens en-

tered banking in 1949,

joined First Nat'l in

1952 and became pres,

in 1961. He was named CEO in 1969 and ch.
in 1971. He was the founding ch. of the multi-
bank HC when it was formed in 1968 and had
continued to serve as its ch. & CEO. Mr. Hed-
dens' late father also had been an officer of
First Nat'l.

FOX CULVER

BETZ RATHGEB
m FIRST NATIONAL, St. Louis, has
named Charles S. Betz, vice president,
head of an expanded correspondent
banking department. Mr. Betz will con-
tinue to report to David M. Culver,
vice president, head of the regional
banking division. Glen M. Kayser and
R. Quinn Fox have joined the corre-
spondent department as assistant vice
presidents. Mr. Fox recently joined the
bank, going from the St. Louis Fed.
Richard M. Rathgeb has assumed new
duties as vice president, First Union
Bancorp., parent of First National,
where he will serve as assistant man-
ager, affiliate administration. David A.
Dierks has been named head of the na-
tional accounts department. Dr. Rachel
Balbach and John S. McCarthy have
joined the bank as assistant vice presi-
dents. Dr. Balbach also goes from the
St. Louis Fed and Mr. McCarthy was
formerly with Cass Bank, St. Louis.

m MRS. BARBARA J. LAMMERT has
been promoted to executive assistant,
a newly established position, at Bank
of St. Ann. She has been with the bank
since 1971 and is an officer of Santa
Ana Bancorp., HC controlling Bank of
St. Ann.

a ROBERT K. CRUTSINGER, execu-
tive vice president, Wetterau, Inc., has
been elected to the board of Florissant
Bank.

a COMMERCE BANK, Kansas City,
has promoted James D. Steeples and
George L. Hiller to assistant vice presi-
dents and named Laura L. Kemper as-
sistant vice president and marketing
department director. Paul W. Jensen
was elected a commercial banking of-
ficer. Mr. Steeples joined the bank in
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TOCZYLOWSKI WELLS

1973; Mr. Hiller in 1975. Miss Kemper
first joined the bank in 1972, but has
been an assistant vice president and
advertising director for Commerce
Bancshares since 1976. Mr. Jensen has
been with the bank since 1974.

m EDGAR M. RATLIFF became pres-
ident, Butler State, August 1, succeed-
ing W. Darrell Meyer. Mr. Meyer has
gone to Thornton National, Nevada, as
president. Mr. Ratliff, a banker for 22
years, formerly was executive vice pres-
ident, Commercial Bank, Lexington.

m BOATMEN’S NATIONAL, St. Lou-
is, has elected Matthew Toczylowski
vice president and auditor. He has as-
sumed similar duties with Boatmen’s
Bancshares, HC controlling the bank.
In other action, Allen J. Grieve was
promoted to vice president at the bank.
He was formerly an assistant vice pres-
ident and has been with the bank since
1972.

m UNITED MISSOURI BANK, Kan-
sas City, has named E. L. Burch and
Michael T. Fleming, both vice presi-
dents, to head the correspondent and
commercial divisions, respectively. Mr.
Burch joined the bank in 1965. Mr.
Fleming has been with the bank since
1970. Nancy E. Lewter was promoted
to assistant vice president, Stephen F.
Capron was named assistant comp-
troller and Billy Ray Smith was pro-
moted to assistant cashier and man-
ager, discount division.

m GORDON E. WELLS has been
named chairman, First National Char-
ter Corp., Kansas City-based HC. He
succeeds the late Barret S. Heddens Jr.
Mr. Wells was formerly vice chairman
of the HC and continues as president,
First National, Kansas City, the HC’s
lead bank. In other action, the HC has
elected Earl R. Fell vice president and
personnel director. He was formerly
with First National, Lincoln, Neb.

m WILMA DOSENBACH has taken
early retirement from St. Louis’ Mer-
cantile Trust, where she was assistant
cashier, new accounts center. She
joined the former Mississippi Valley
Trust in 1932 as temporary help. She
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worked in several positions before
being assigned to new accounts in
1967. At one time, Miss Dosenbach
headed a special women’s department
using the name, “Margaret Thompson.

m FIRST NATIONAL, Kansas City,
has begun an extensive remodeling of
its main banking lobby. Construction
will be undertaken in three phases over
a period of several months to minimize
inconvenience to customers. The first
major remodeling since the bank was
built in 1906, the project will include
new carpeting, painting, furniture and
drapes as well as lighting. The tradi-
tional design will be retained but it will
be given a more open look. The bank
is also replacing parking structures
across Baltimore Avenue to the west
with self-service surface parking.

Architect's concept of remodeled main lobby of
First Nat'l, Kansas City. View is toward main
entrance on Tenth Street.

New MeXxico

m FIRST NATIONAL, Albuquerque,
has announced plans to build the
state’s largest full-service motor bank
near Coronado Shopping Center. The
branch will be called the Coronado Of-
fice and will include 12 drive-up lanes
and 200 safe deposit boxes. It also will
include a 5,600 square-foot office and
will cost more than $1 million. The of-
fice is expected to open in February,
1978.

Oklahoma

m FIDELITY BANK, Oklahoma City,
has promoted Roy Remmert and Rob-
ert P. Hofmann to vice presidents and
Vernon Bowen and J. Steven Porter to
assistant vice presidents. Mr. Remmert
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joined the bank in 1975 and Mr. Hof-
mann is new to the bank. Mr. Bowen
has been with Fidelity since 1972 and
Mr. Porter since 1975.

m FOURTH NATIONAL, Tulsa, has
named Keith Wiegand and Larry F.
Wells vice presidents, David Lamb as-
sistant vice president and Kathryn
Freeman assistant cashier and central
information officer. Mr. Wiegand joined
the bank in 1975, Mr. Wells in 1970,
Mr. Lamb in 1976 and Miss Freeman
in 1956.

Tennessee

m JAMES J. CROWLEY has joined
Nashville’s First American National as
senior vice president and group man-
ager, consumer banking group, with
responsibility for all consumer lending
activities at the bank. He formerly was
senior vice president, Central National,
Richmond, Va., where his duties were
in consumer lending and real estate.
In other action at First American Na-
tional, Cornelia Matthews was made
assistant manager, Main Office division;
and Cheryl Truitt was appointed man-
ager, discount department. In the latter
post, Mrs. Truitt succeeds Mrs. Mat-
thews.

m THIRD NATIONAL, Nashville, has
announced these promotions: from as-
sistant vice president to vice president,
John R. Braden Jr.; from commercial
officer to assistant vice president, James
W. Anderton; from administrative as-
sistants to commercial officers, W. Bar-
ry Britton and Ellen R. Kemp; and

P. B. Overfield Dies

P. Bruce Overfield, 52,
died recently of an
apparent heart attack.
He was 1st v.p./re-
tail and services div.,
Third Nat'l, Nashville.
He joined the bank in
1948, was promoted
to v.p. in 1967, s.v.p./
operations in 1971 and
to his last post Jan-
uary 8, 1976. He was
a 1963 graduate of
the Stonier Graduate
School of Banking at Rutgers University, New
Brunswick, N. J.

101

Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



from administrative assistant to opera-
tions officer, C. R. Dunford.

m NATIONAL BANK OF COM-
MERCE, Jackson, has formed a bank
HC called NBC Corp., which owns
100% of the bank’s stock and 83% of
the stock of First National of Gibson
County, Humboldt. The latter bank
recently was acquired. Simpson Russell,
president of the Jackson bank, is the
HC'’s president and is on the Humboldt
bank’s board. Serving with him in dual
capacities as officers in the HC and
NBC of Jackson are Evan Davis, exec-
utive vice president, and Gerald E.
Milton, vice president-finance and op-
erations. Wallace Kimberlin has been
elected president and a director of the
Humboldt bank, and Jim Harrell con-
tinues as executive vice president and
a director. Genie Alsobrook is vice pres-
ident and cashier at Humboldt, and
Eddie Hays has been named vice presi-
dent and manager of the Humboldt
bank’s Milan Office.

m BILL R. DEREBERY has been pro-
moted to senior vice president, Bank
of the Southwest, Houston, where he
is manager, international credit and re-
lations department. The bank also ad-
vanced William Cumberland Jr. to vice

president, energy division, and Ken-
neth Teusink to vice president, com-
mercial banking division. Southwest

Bancshares, HC to which Bank of the
Southwest belongs, has elected three
new vice presidents: Kenneth Krupski,

DEREBERY PATRICK KRUPSKI

financial planning and analysis; Mi-
chael E. Patrick, loan coordination; and
David C. Deyhle, property manage-

ment.
m FIRST CITY NATIONAL, Hous-
ton, has appointed Richard T.

O’Rourke senior vice president and
chairman, trust investment committee.
He had been with New York City’s
Manufacturers Hanover Trust as vice
president and senior portfolio manager,
employee benefit division. The bank
also elected John G. Marshall assistant
vice president and Richard G. Rundell
assistant vice president and trust in-
vestment officer. Newly elected bank
directors are James R. Whatley, presi-
dent, Kaneb Services, Inc., and Wal-
lace S. Wilson, president, Wilson In-
dustries, Inc. First City Bancorp, of
Texas, Houston, has elected these vice
presidents: Travis E. Kandall, Eugene
F. Oncken and James C. Waldrop. The
HC is First City National’s parent. Mr.
Kendall is the HC’s auditor and vice
president and auditor of the bank. Mr.
Oncken is the HC’s treasurer and vice
president and cashier of the bank. Mr.
Waldrop is the HC’s tax manager.

PERSONNEL PROBLEMS?

WHETHER YOU ARE A PERSONNEL MANAGER
LOOKING FOR AN OFFICER.

OR A BANKER WISHING TO RELOCATE

VE CAN HEP

Put this confidential

and guaranteed

service to your use today.

FINANCIAL
PLACEMENTS

a division of Bank News,
Kansas City, Mo.
TOM CHENOWETH,

912 Baltimore,
816-421-7941
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m FIRST NATIONAL, Brownwood,
has named Don Tankersley a vice pres-
ident and Judy Oliver an assistant vice
president. Mr. Tankersley had been ag-
ricultural loan officer, Brownfield State,
and Miss Oliver was services officer,
Citizens National, San Antonio. First
of Brownwood also promoted three as-
sistant cashiers to assistant vice presi-
dents: Gayle Burnum, Joyce Thomp-
son and David Wilson.
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Ycucan makea J cfthis

Life isa song when your correspondent banking problems are turned
into challenges by SY.B bankers such as Charlie Eatherton. They find
music in their work.

Charlie has authority to make decisions, that's why he doesn't play
around with your correspondent matters. He can hit the right key with
full-scale service whatever your needs may be.

Make a note of this, and you, too, will strike the right chord when you
call Charlie, or one of the other authoritative officers at 618-271-6633.

“YOUR BANKER S BANK"

Just across the river from St. Louis

THE NATIONAL STOCK TAROS NATIONAL BANK

NATIONAL STOCK YARDS. ILLINOIS S2071
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advanced \ *x/
check-clearing system that
can dramatically improve
your availability of funds.

“Rabbit Transit.” It’s an
improved system devised by
First National Bank in St. Louis
to expedite the clearing of cash
letters.

For you, it can mean two
important things: better avail-
ability and bigger profits.
Here’s how.

We’'re right in the heart
of the nation.

That’s more important than
you might realize. Our location
in the heart of Middle America
permits ideal transportation into
and out of St. Louis and pro-
vides a superior transportation
network to all Federal Reserve
cities.

In addition, St. Louis is a
Federal Reserve city which
enjoys a proven advantage in
mail times, and is less than one
hour by air from Federal

Reserve Headquarters and
International Airports in
Chicago and Kansas City.

Our computer is
totally dedicated.

It’s the latest Burroughs
computer system with IPS and
MICR technology.

It’s used exclusively by our
transit operation. And delays
do not occur because of con-
flicting priorities or competi-
tion for computer time.

Our Proof-of-Deposit
system computes float on each
item processed by endpoint
and time of day.

Full-time specialized staff.

This staff monitors out-
going transit and keeps current
with any changes in transporta-
tion scheduling. Volumes and
endpoints are monitored con-
tinually so cash letters clear
efficiently.

With their up-to-the-minute
knowledge, our specialized staff
can also make a complete and
objective analysis of your check-
clearing system after an
appropriate test period. Then,
they’ll present a written recom-
mendation of how it can be
handled with increased speed
and efficiency.

Phone (314) 342-6222
for your own transit analysis.

For a copy of our Avail-
ability Schedule, to arrange for
an analysis of your check-
clearing system, or for more
information about “Rabbit
Transit,” phone us now. Or
contact your Correspondent
Banker at 510 Locust, St. Louis,
Missouri 63101.

First National Bank
iIn St. Louis17°™4

Member FDIC |
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