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At Liberty we believe part of our purpose is the 
creation of a vibrant business climate, one that affords 
our young people the living space and quality of life 
their tomorrows deserve. The goal of this business 
philosophy is assuring our young people of a future 

that keeps them here —happy and productive.
We think this Holiday Season is an appropriate time 
to renew our commitment to those values. It is an 
active, living promise we make to you and yours.

Have a Joyous Christmas and a Prosperous New Year!

LIBERTY
THE BANK OF MID-AMERICA
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All-electronic counting . . .  at speeds of up to 600 coins 
per minute, including the new dollar co in . . .  plus exciting 
new features.

N ow  w ith  B randt you can w elcom e the new  do llar coin! O u r  
new 956 sorter/counter handles up to 600 coins per minute 
with total Brandt; accuracy and new efficiency. A ll-e lec tron ic  
coun ting  makes it the log ica l cho ice  fo r modern co in  
processing systems.

Operation is simple, too. Automatic Bag Stops let you preset 
the exact coin quantities to be delivered to bags or double­
capacity drawers. The 956 stops automatically when the totals 
are reached. * '•

An instantaneous e lectron ic display shows batch and 
accumulative totals and retains both in its memory.

For added reliability, any coin  back­
up au to m atica lly  triggers  an alarm  and  
stops the  m achine. A  p ow er-e ffic ien t 
N ight S entry  Sw itch  holds the unit’s 
counting  logic w h ile  the d ig ita l d isplay  
is turned off overnight. And in case of 
power failure, a standby battery retains 
the totals.

The Model 956 sorter/counter is just 
one of a whole new lineup of Brandt 
sorter/counters with 6-coin capability. 
They’ll all help you greet the new dollar 
co in  . . . and stay p roduc tive  and 
profitable!

C all yo ur nearby B randt R epresenta­
tive fo r fu ll details. H e ’s in the Y e llow  
Pages under “C oin  and  B ill C o u n tin g / 
W rapp ing  M achines.

SINCE 189QÌ
Brandt, Inc. W atertown, W l 53094 

Brandt® Cashier® Countess®
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..and guide our steps into the path of peace.

Wff  D ELU XE
CHECK PRINTERS, INC
SALES HEADQUARTERS PO BOX 43399, ST PAUL MN 55164 
STRATEGICALLY LOCATED PLANTS FROM COAST TO COAST
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M ore than a hundred banks from  coast-to - com puter even files your m ail.) C om pared  to  
coast have successfully  launched our ad - conventional insurance fo llow -up  systems, it’s 
vanced  com puterized  m anagem ent system fo r like the d ifference  betw een the au tom obile  
insurance adm in istration . (For exam ple , our and the horse and buggy.

A Revolutionary New Management System
It Eliminates Most of the Work You Do 
Forget about trying to track  insurance m anually  . . .  
research ing  files fo r can ce lled  and exp ired  pol­
icies, p reparing  custom er notices, m anagem ent re­
ports. N ational U nderw riters  has in tegrated  every  
aspect of a b a n k ’s internal insurance and title  
adm in istration  into a total com puterized  system  
ad ap ta b le  to your operation .

Only Non-insured Borrowers Pay the Cost 
T hat p laces the burden w h ere  it belongs. And  
thanks to our A nnual Term  O ption, these policies  
can be w ritten  a year at a tim e, keeping prem ium s  
to a m inim um . Even the borrow er benefits, because  
coverage can be passed on to him, reducing re­
possessions by as much as 2 5 % .

We Do It All For You Faster, More Accurately 
Every w eek  you ’ll rece ive  an updated  “ B orro w er’s 
List” deta iling  the insurance status of all c o lla te ra l­
ized loans. Refund figures are  included fo r all cus­
tom ers w ith VSI insurance, and loans are  cross- 
re ferenced  w h ere  a secondary nam e m ay re late  to 
the prim ary borrow er.

All Your Accounts Are Fully Protected 
From  inception  to title  re lease, every secured loan  
you m ake is p ro tected  w ith our Errors and O m is­
sions C overage w ith no cost to the bank. A fte r all, 
even the best com puterized  system  is subject to a 
fe w  hum an m istakes.

You Maintain Total Management Control
The w eekly  update of insurance inform ation au to ­
m atica lly  instructs the com puter to p repare  cus­
tom er notices. W e  send you the pre-addressed  
m ailers fo r review  and d istribution, so your bank  
m anagem ent alw ays retains u ltim ate control. O n ce  
valid  insurance or title  in form ation is put into the  
system , the sequence of custom er notices stops.

CALL TOLL FREE (800)428-4329
In Indiana (800)382-9831
For a listing of agents in your state, contact 
Jan Gulden, Vice President— Operations

NATIONAL UNDERWRITERS, INC. I 
1828 North Meridian Street 
Indianapolis, IN 46202

THE SERVICE PROFESSIONALS
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Jan. 15-16: Robert Morris Associates Accounts Receiv­
able and Inventory Financing Workshop, New Or­
leans, Fairmont Hotel.

Jan. 17-19: ABA International Banking Conference, 
New York City, Waldorf-Astoria Hotel.

Jan. 28-31: ABA Risk and Insurance Management in 
Banking Seminar I&PD, San Antonio, Tex., Hilton 
Palacio del Rio.

Jan. 28-31: Bank Marketing Association EFTS Confer­
ence, Atlanta, Omni International Hotel.

Jan. 31-Feb. 2: ABA Bank Investments Conference, 
Chicago, Chicago Marriott.

Feb. 4-6: ABA Corporate Marketing Seminar, New 
Orleans, Fairmont Hotel.

Feb. 8-11: 34th Assembly for Bank Directors, Boca 
Raton, Fla., Boca Raton Hotel & Club.

Feb. 11-14: ABA Bank Telecommunications Work­
shop, Los Angeles, Century Plaza Hotel.

Feb. 11-14: ABA National Trust Conference, Los 
Angeles, Los Angeles Bonaventure Hotel.

Feb. 11-14: ABA Conference for Branch Adminis­
trators, Miami, Omni International Hotel.

Feb. 11-23: ABA National Installment Credit School, 
Norman, Okla., University o f Oklahoma.

Feb. 25-March 1: BAI Bank Auditors Conference, 
Phoenix, Hyatt Regency Hotel.

Feb. 25-March 2: ABA Community Bank CEO Pro­
gram, Port St. Lucie, Fla., Sandpiper Bay.

Feb. 26-March 1: Bank Administration Institute Bank 
Auditors Conference, Phoenix.

Feb. 28-March 2: ABA Advanced-Construction Lend­
ing Workshop, Norman, Okla., University o f Ok­
lahoma.

March 11-14: ABA Trust Operations and Automation 
Workshop, Chicago, Chicago Marriott.

March 11-14: National Automated Clearinghouse An­
nual Conference, Houston, Galleria Plaza Hotel.

March 11-15: Independent Bankers Association of 
America Convention, New Orleans, New Orleans 
Hilton.

March 11-16: ABA National Personnel School, College 
Park, Md., University o f Maryland.

March 18-20: ABA National Credit Conference, 
Phoenix, Hyatt Regency.

March 18-21: Bank Administration Institute Commu­
nity Banks Presidents’ Forum, Hilton Head, S. C.

March 25-28: ABA Community Bank Executive Con­
ference, Kansas Citv, Crown Center Hotel.

March 25-28: Robert Morris Associates Financial 
Statement Analysis Workshop, San Diego, Hotel del 
Coronado.

March 28-30: ABA Trust Investments Seipinar, 
Chicago, Hyatt Regency O’Hare.

April 1-3: Bank Administration Institute National 
Conference on Bank Security, Washington, p . C., 
Shoreham/Americana Hotel.

April 1-4: ABA National Installment Credit Confer­
ence, Chicago, Chicago Marriott.

April 3-7: Bank Marketing Association Essentials o f 
Bank Marketing Course, Temple University Confer­
ence centers, Chestnut Hill, Pa.

April 5-8: 35th Assembly for Bank Directors, San Fran­
cisco, Fairmont Hotel.

April 5-8: National Association of Bank Women South­
western Regional Conference, Tulsa, Williams Plaza.

April 7-9: Louisiana Bankers Association Annual Con­
vention, New Orleans, New Orleans Hilton.

April 7-10: Association of Reserve City Bankers Annual 
Meeting, Palm Springs, Calif., Canyon Hotel.

April 8-11: ABA Branch Operations W orkshop, 
Nashville, Hyatt Regency Nashville.

April 10-12: ABA Bank Security Seminar I&PD, Her- 
shey, Pa., Hershey Motor Lodge and Convention 
Center.

April 15-26: ABA National Commercial Lending 
School, Norman, Okla., University o f Oklahoma.

April 25-27: ABA Governing Council Meeting, White 
Sulphur Springs, W. Va., the Greenbrier.

April 29: ABA Certified Commercial Lender Examina­
tion, Chicago.

April 29: ABA Certified Commercial Lender Examina­
tion, Norman, Okla.

April 29-May 2: ABA Southern Regional Bank Card 
Conference, Washington, D. C., Capital Hilton.

April 29-May 3: Conference o f State Bank Supervisors 
Annual Convention, Hot Springs, Va., the Home­
stead.
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Does your correspondent banker 
handle each loan request 

personally?

How many times have you heard this? 
“Sorry, I’ll have to refer you to our 
loan committee. Nothing personal, 
mind you.’’
Mercantile decided long ago our cor­
respondent banks shouldn’t have to 
put up with that. So we gave our 
account officers the authority to 
approve loans.
We found it saves a lot of running 
around and wasted time. Especially 
for you.

Central Group, Banking Dept. 
Mercantile Trust Company N.A. 
St. Louis, MO. (314) 425-2404

Ours do —  
start to finish

Not just on commercial loans, either. 
Each officer also takes care of per­
sonal and agricultural loans, plus 
loans for bank stock and mergers and 
acquisitions. He’ll even help you form 
a syndicate, if needed.
As you might expect, this places a big 
responsibility on the shoulders of our 
account officers. So we try to make 
sure they stay at top form. Each 
officer attends seminars on credit and 
finance to keep him up-to-date on the 
latest trends.

Furthermore, each officer has 1600 
Mercantile people backing him up all 
the way. But he knows the full respon­
sibility for your satisfaction falls 
squarely on his shoulders.
So why not call a Mercantile Banker 
today? He’s one guy who won’t pass 
you on to some committee.

W e’re with you.
MERCnnTIlE

B flfK
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^ w is h y o tt  a  
Merry Christm as 
and a Prosperous
New Year!

W m m m M

Correspondent 
Bank Department

DEPOSIT 
GUARANTY
NATIONAL BANK ijMember F.D.I.C.

Jackson •  Centreville •  Greenville 
Greenwood •  Hattiesburg •  McComb •  Monticello 
Natchez •  Newhebron •  Petal •  and offices in 
Clinton and Pearl.
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The Banking Scene

C o n tro llin g  th e  P a p e r

By DR. LEWIS E. DAVIDS
Illinois Bankers Professor of Bank Management 
Southern Illinois University, Carbondale

O VER THE PAST 10 years, 
commercial bankers have be­

come increasingly aware that the paper 
“blizzard” of checks needs to be better 
controlled.

Introduction of magnetic-ink- 
character-recognition systems in the 
1960s caused many bankers to believe 
they had achieved a victory over the 
blizzard of checks that threatened to 
engulf bankers. Today, we know the 
victory was really only a hiatus.

Numerous methods have been 
suggested for improving the payments 
mechanism, and some of them seem to 
be rather helpful. Specifically, the fed­
eral government now is expediting 
check handling by direct deposit of 
government funds to banks and other

In many Latin American  
countries, banks don't return 
checks to customers. They send 
statements that enable custom­
ers to reconcile their accounts.

financial institutions via magnetic 
tapes rather than by mailing individual 
checks to recipients of government 
monies, such as those on social security 
rolls.

Many other corporations and state 
and municipal units have adopted 
similar procedures for payment of 
wages, salaries, pensions and even 
welfare grants.

In the last few years, some attempts 
at check-handling truncation have 
been made with carbonless-copy 
checks. The drawer of this type of 
check retains the carbonless copy as his 
record. The bank then remits to the 
customer only the statement, either 
monthly or quarterly, to provide a 
means for account reconciliation.

Several banks have attempted to use 
such a system. The most publicized 
case involved First Woman’s Bank in

New York City. What was originally 
viewed by many as a good marketing 
and operational technique actually 
proved otherwise in practice. Custom­
ers of First Woman’s Bank found that 
the carbonless copy didn’t meet their 
needs. Some wanted to have proof that 
they had made payments by checks — 
they wanted canceled checks in their 
possession. Others had problems 
proving payment when called on by 
agencies such as the Internal Revenue 
Service. The IRS wasn’t satisfied with a 
carbonless check.

For this and related reasons, in­
cluding considerable time and expense 
to the bank, the innovative technique 
was dropped. The bank concluded that 
the new method didn’t work as well as 
the old system of returning checks to 
depositors.

Publicity about this situation influ­
enced a number of bankers to abandon 
the idea of adopting carbonless check- 
record systems.

It’s pertinent to point out that in 
many Latin American countries, banks 
don’t return checks to customers. They 
send statements that enable customers 
to reconcile their accounts.

It’s interesting to note that a good- 
sized mutual savings bank, Farmers & 
Mechanics Savings, Minneapolis, now 
has adopted a carbonless-copy ap­
proach of offering non-interest negoti­
able orders of withdrawal. These 
NINOWs are used by more than 4,000 
of the bank’s customers. According to a 
bank spokesman, only three customers

6 B lizza rd ’

have asked to have their drafts re­
turned. For this service, they must pay 
$3. A bank spokesman said the institu­
tion is pleased with the way the system 
is working.

If First Woman’s Bank had levied a 
stiff fee to provide originals of collected 
checks, its system might have proved 
more effective. As it was, First Wom­
an’s Bank observed that it had dropped 
the carbonless-copy approach because 
of excessive costs to the bank caused by 
the large number of requests to furnish 
photostats or originals of checks. The 
significant point is that the operation 
could have been a source of profit if it 
had been priced properly.

It may well be that the short period 
of time that Farmers & Mechanics has

More than a few country 
banks don't mail checks to all 
their customers. Rather, cus­
tomers pick up their checks at 
their convenience.

been offering NINOWs hasn’t gener­
ated sufficient volume to bring forth 
requests for photostats. Or it may indi­
cate other factors. It may be that the 
type of customer patronizing Farmers 
& Mechanics has not been educated to 
need copies of his cleared checks.

For example, New York com ­
mercial-bank customers may be in­
clined to draw more checks than cus­
tomers of the typical mutual. Because 
of this, there obviously would be more 
need to have increased documenta­
tion, based on the higher volume of 
checks drawn. The message Farmers 
& Mechanics has conveyed to its cus­
tomers may be a factor — that while 
the accounts are free, additional 
documentation is fairly costly. It’s 
quite likely that First Woman’s Bank 
didn’t convey that message, and in ef- 

(Continued on page 44)
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Community Involvement
Marketing the Economy:

Free-Enterprise Booth Tells 
Bank's Role in Financial World

Instead of acting as an information 
center dispensing vital statistics, at this 
year’s “ Free Enterprise Fair,” Citi­
zens National, Bowling Green, Ky., 
graphically depicted a commercial 
bank’s contributions to the free-market 
system.

Citizens National had participated 
in the annual fair for the past three 
years, primarily informing visitors 
about bank services, number of em­
ployees and total assets. This year, the 
bank thought it was time for a concep­
tual change.

The fair’s purpose was to inform and 
to educate young people about free en­
terprise and show that it is vital to the 
nation and to the local economy. It was 
held on the Western Kentucky Uni­
versity campus. A local artist con­
structed and painted a visual booth 
display showing the bank as the center 
of local business, the mechanism that 
puts idle funds back to work in the 
community. The booth was staffed for 
two days with bank officers who an­
swered questions and handed out 
leaflets.

What the bank learned was startling. 
Few visitors realized, for example, that 
commercial banks were businesses 
trying to make money, not govern­
ment agencies. The fair gave the bank 
the opportunity to inform the public 
and produce valuable public relations 
for Citizens National at the same time. 
When the fair was over, the display 
was dismantled for future use in school 
presentations.

Free-enterprise display was arranged by Citi­
zens Nat'l, Bowling Green, Ky., to show public 
how bank supports economy and free-market 
system through financial services to individuals 
and businesses.

Issues and Answers:

HC Holds Political Reception 
For Office Hopefuls, Guests

Three weeks before Missouri’s gen­
eral election in November, Commerce 
Bancshares, Inc., Kansas City, held a 
two-hour reception for about 40 Re­
publican and Democratic candidates 
and officeholders at Arrowhead Inn, 
Kansas City.

The meeting was sponsored by 
Commerce Bancs Political Action 
Committee (PAC) to give members an 
opportunity to better acquaint them­
selves with the politicians and the is­
sues.

PAC is a voluntary statewide organi­
zation that was started during the 
Bicentennial to encourage greater 
awareness of governmental affairs. 
Made up of Commerce Bank and 
Bancshares employees, officers, direc­
tors, shareholders and their immediate 
families, it has 240 members in the four 
state regions combined.

Frost Nat'l, San Antonio, purchased message 
center scoreboard for indoor sport use in city's 
arena. It is approximately 14x28 feet, weighs 
10,000 pounds, contains more than 12 miles of 
wiring and has 12,504 lamps that can spell out 
messages.

Lamp-Lit Scoreboard

Bank Gives Indoor Sports 
Bright New W ay to Score

About the only thing the Frost 
National, San Antonio, message 
scoreboard doesn’t do is shake pom­
pons. Hanging from the ceiling in the 
city’s Hemisfair Arena, the multipur­
pose scoreboard can spell out team 
cheers, announce emergency informa­
tion, post game scores and keep the 
time, quarters and fouls. It’s one of the 
largest scoreboards in the National 
Basketball Association and is powered 
by a Mark 400 computer console.

Frost bought the lamp-bank 
scoreboard and two smaller auxiliary 
ones to monitor the San Antonio Spurs’ 
basketball games in the recently ex­
panded arena. The bank hoped the 
scoreboard would increase fan excite­
ment and total game enjoyment.

“We are proud of the Spurs,” says 
C. Linden Sledge, bank president and 
CEO. “They’ve been able to catch the 
imagination of San Antonio and to 
make professional athletics a paying 
proposition for the Alamo city.” This 
season, the Spurs became contenders 
for the league championship.

The scoreboard was designed so 
each seat has the best possible view of 
the scores as they happen. The bank’s 
name is displayed on each side. The 
scoreboard can be used also for 
hockey, tennis, track, boxing and 
wrestling.

Scholarly Endowment:

Banks, University Collaborate 
On Chair in Banking Donation

Indiana National, Indianapolis, has 
joined with 21 banks from 10 Indiana 
cities to pledge more than $800,000 for 
a chair in banking at the University of 
Notre Dame. The endowment will 
allow the university to add a senior 
professor with outstanding teaching 
and scholarly credentials to the faculty, 
according to bank president, Thomas 
M. Miller.

Representatives from the banks 
have planned to meet with university 
officials to elect an executive commit­
tee to develop plans for the chair.

Temple Gets Gift:

Bank Donates Mail Machine 
After Getting New Computer

A complete Addressograph mailing 
system, valued in excess of $10,000, 
has been donated by Citizens Bank, 
Pacific, Mo., to Congregation Temple 
Israel, Creve Coeur, Mo. Components 
of the system are capable of handling 
plate making, storage and addressing.

A new computer system at the bank 
made the equipment surplus, but be­
cause the Addressograph was rela­
tively new, the bank donated it to the 
temple.

The temple plans to use it for reli­
gious, educational and service pro­
grams.
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Someday you may need a 
good connection in 
Greenville, Mississippi. 
Well, you already have 
one in James Webb, presi­
dent of Commercial 
National Bank. He knows 
who you may need to know.

Greenville, Mississippi? 
A lot of things are 
happening there.. .  
growing traffic on the 
busy Mississippi River, 
an emerging rice indus­
try that is challenging the 
traditional cotton and

soybean money crops, 
plus a wide diversity 
of manufacturing 
operations.

In Greenville, the bank 
you need is Commercial 
National. The man you 
need is James Webb.
P.0. Box 777 
Greenville, MS 38701 
Phone 378-2666

Commercial 
National Bank
Greenville/Leland, Mississippi 
Member FDIC

Branch of
First National Bank of Jackson, Mississippi
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For 11 th Birthday:

Cake-Baking Contest 
Sponsored by Bank

When Shepherd Mall State, Ok­
lahoma City, celebrated its 11th birth­
day this year, 55 persons baked cakes 
for the occasion. They did so to enter a 
cake-baking/decorating contest spon­
sored by the bank in honor of its an­
niversary.

The contest had two categories: 
flavor, which attracted 37 entries; and 
decoration, which had 18 entries. 
Judges were the home economics di­
rector, Oklahoma Natural Gas Co., a 
woman who teaches cake decorating 
for J. C. Penney and two bank em­
ployees. The cakes were brought to the 
bank the morning of the judging and 
were on display until 1p.m., when the 
judging took place. The bank is located 
in a shopping mall, and the lobby can 
be seen from the mall. Thus, the cake 
display and judging drew many 
passersby.

There were four cash awards in each 
category: $50 first prize; $40, second; 
$30, third, and $20, fourth. In addi­
tion, each of the two first-place win­
ners received plaques, and the bank 
gave $5 to all contestants, some of 
whom were children.

After the judging was over, cakes in 
the flavor category were cut, and slices 
were distributed to lobby visitors. 
Other refreshments also were served. 
Cakes in the decoration category were 
sent to nursing homes, orphanages and 
children’s hospitals.

This was the third consecutive year 
the bank has held such a contest, and a 
larger number of contestants have en­
tered each year. Customers were told 
about the contest through newsletters

Portion of cakes baked to celebrate birthday of 
Shepherd Mall State, Oklahoma City.

sent out with statements, and the bank 
placed a sign about the contest in the 
shopping mall outside the bank lobby. 
Although most of the contestants were 
from the bank’s trade area, one did 
come from 30 miles away.

Purpose of the contest was two-fold: 
It gave the bank an opportunity to de­
velop its public relations and attract 
new customers and it gave employees 
an opportunity to work together dur­
ing the bank’s birthday celebration.

American Fiesta:

Pinata Spills "Sweets7 
At Bank Housewarming

First National, Duluth, Minn., held 
a “fiesta” of sorts when its $l-million 
remodeling program was completed: 
On tapping the trigger of a pinata 
model of the bank, Dennis W. Dunne, 
president, released 217 silver dollars

Blindfolded Dennis W. Dunne, pres., First Nat'l, 
Duluth, Minn., receives some help from city's 
mayor, Robert Beaudin, in tapping trigger on 
bank-shaped pinata. When broken, pinata re­
leased 217 silver dollars, which were given 
away to customers.

that went streaming into an antique 
copper boiler below. The coins, one for 
each million dollars of the bank’s re­
sources and one for the million-dollar 
investment in remodeling, were dis­
tributed to the first 217 customers to go 
through the line after the pinata was 
broken.

Mr. Dunne and the bank’s ad agency 
invited media representatives and 
local officials and dignitaries to the

event. As a result, the pinata breaking 
was covered at length in the local 
newspaper and also by Duluth TV sta­
tions in their 6 p.m. and 10 p.m. news­
casts.
Double Owl I:

Gas Bag Gains Publicity 
For Owl Network ATMs

Double Owl I, the hot air balloon 
that publicizes the Cincinnati-based 
Owl Network, has been flying high 
since its maiden flight in August. 
There seems to be no end to oppor­
tunities for the balloon to attract atten­
tion to the EFT network that operates 
in Ohio and Kentucky — as long as 
good flying weather lasts.

Affiliates of Central Bancorp., HC of 
which Central Trust, Cincinnati, is the 
anchor bank, have access to the balloon 
that measures 55 feet in diameter and 
63 feet in height. Its 77,500-cubic-foot 
volume holds 5,500 pounds of hot air 
heated by two 4,320 hp burners.

The gas bag attracted attention for 
the Owl Network’s ATMs at such 
places as the Ohio Aerospace Show, 
the Kenton County Octoberfest, a 
Mason-Dixon Line Balloon Crossing 
event (where it placed third in a race) 
and at numerous grand openings of 
bank offices and ATMs.

One event that didn’t come off was a 
remote radio broadcast from the bal­
loon by a Cincinnati radio station, 
sponsored by Central Trust. Rain 
forced postponement of the event.

Owl Network hot air balloon made daily visits to 
Ohio Aerospace Show in September, gaining 
publicity for network's ATM operation in Ohio- 
Kentucky area.
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The Bunce Corporation plans, 
designs, constructs, equips and 
furnishes new building projects for 
financial institutions. And Bunce has 
provided this one source service for 
over 200 successful financial building 
projects. Bunce reduces your risks and 
gives you these important benefits: 

The best decision on whether 
to remodel or build.

Bunce has developed a disciplined 
planning approach—The Bunce Pre­
liminary Study—that results in prede­
termining whether your long-term 
needs can best be served by remodel­
ing, building on your present site or 
on a new site.

Earty guarantee of costs.
Bunce gives you a photographic

picture of what your new or remodeled 
building will look like, what it will be 
made of, what it will do and what it will 
cost—before you invest in costly archi­
tectural drawings.

And Bunce guarantees the final 
total cost in advance.

Total project responsibility.
Bunce handles the entire project 

for you, if you wish, and gives you a 
“turn-key” finished project.

Bunce uses local subcontractors 
and material suppliers and the work is 
done by local people under the direc­
tion of our full-time superintendent.

We’d like to tell you more about 
how The Bunce Preliminary Study can 
help take the guesswork out of your 
building project.

Please send more information on 
The Bunce Preliminary Study.

NAME __________________________
TITLE __________________________
ORGANIZATION _______________

ADDRESS __________________________
CITY ________________ \_____________________
STATE _________________ZIP_________

The Bunce Corporation MC128
Professional Managers of Bank Building Projects 

1266 Andes Boulevard, St. Louis, Mo. 63132 
_______  (314) 997-0300

BunceRS
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Let's Talk Selling

How to Remove Mental Roadblocks
By JOHN R. GIN5LER

President, Financial Training Resources 
Glen Ellyn, III.

IN OUR LAST “ Let’s Talk Selling” 
article, we examined three practi­

cal methods for resolving resistance:
• Ask “ W hy?”  and Listen — 

clarifying the nature and causes of re­
sistance so that you’re better able to 
select and communicate the appropri­
ate logic and methods needed to re­
solve it.

• Describe Third-Party Experience 
—  relating the experience of a cus­
tomer with the point of resistance 
that’s been raised to show through his 
objective experience appropriate facts, 
logic and reasons that warrant a change 
in viewpoint and to lessen emotions 
associated with the resistance.

• Outweigh Resistance With Bene­
fits — putting the expressed resistance 
in proper perspective by causing the 
customer to analyze and compare what 
he must invest or give up in relation to 
the values or benefits that he can gain 
by changing his viewpoint or status 
quo thinking and practices.

Let’s now examine three additional 
methods you can use to overcome 
mental roadblocks encountered during 
a sales call, as well as the indecision 
and procrastination that often occur as 
you seek action at the conclusion of a 
sales call.

Educate By Analogy. A common 
cause of resistance is a customer’s lack 
of knowledge or experience with what­
ever you are proposing. This contrib­
utes to resistance, because we all tend 
to fear, doubt and avoid the unknown.

An effective method for coping with 
resistance based on limited knowledge 
or experience is to educate the cus­
tomer with an analogy. Simply de­
fined, an analogy is an example or illus­
tration drawn from an individual’s own 
or related experience.

Analogy is an effective method for 
dealing with both rational and emo­
tional resistance, because:

• It enables a customer to educate

himself and see the answer to his 
doubts, fears and questions through 
his own related knowledge or experi­
ence.

• It reduces fears associated with 
emotional resistance by moving the 
customer from what he already knows 
to conclusions about the unknown 
through what he perceives in the 
parallel or analogous example.

• It causes the customer to supply 
most of the logic or reasoning em­
ployed to modify his viewpoint.

A customer will resist what­
ever is being proposed because 
of lack of knowledge of or ex­
perience with it. We all tend to 
fear, doubt and avoid the un­
known.

Using an analogy to resolve resist­
ance involves the following procedure:

1. Acknowledge and clarify the 
customer s viewpoint. This simply in­
volves expressing empathy for the cus­
tomer’s viewpoint to take the sharp 
edge off it and to avoid the natural 
inclination to argue. If the resistance is 
stated in unclear or incomplete terms, 
you should ask the customer to explain 
what he bases his viewpoint on. For 
example: “I can appreciate, Doctor, 
that you feel fully competent to man­
age your own investments. But tell 
me, how much time are you able to 
devote to this?”

2. Establish known situation or 
base experience. This involves de­
veloping facts from the customer’s 
prior knowledge or related experience 
to establish a base point from which the 
analogy or parallel experience can be 
drawn. The most effective way to do 
this is to ask the customer to supply the 
base-point facts or experience, so that 
the logic used to resolve the resistance

is his rather than yours. For example:
“Recently you built this attractive, 

new office building in which you’ve 
housed your practice. Possibly you 
might have served as your own ar­
chitect or general contractor. How­
ever, I understand that you used Ly- 
brand & Harris, a professional ar­
chitectural firm, to help you plan and 
execute construction of your building. 
What do you feel you gained by doing 
this?”

3. Draw parallel or analogy based 
on known experience. This involves 
showing the customer how logic or rea­
soning developed through his known 
or prior experience applies to the re­
sistance that’s been raised. For exam­
ple:

“You found it advantageous to use a 
professional architect, like Lybrand & 
Harris, to put up your building be­
cause the firm had the experience and 
expertise to prepare the plans needed 
to convert your goals into reality within 
practical limits of your budget. Also, 
by handling the complex details of put­
ting out bids, reviewing contractor 
prices and qualifications, selecting 
contractors, obtaining building per­
mits, scheduling construction work 
and following through with contractors 
to be sure work was completed as con­
tracted for, the firm relieved you of a 
lot of work, worry, frustration and 
needless expense. You were able to 
devote your valuable time to your 
practice and patients.

For many of these same reasons, 
many professionals like you use our 
professional investment management 
services to help them research and 
select investments needed to accom­
plish their investment goals and to re­
duce the time, work and worry in­
volved in following their investments, 
making timely buy and sell decisions, 
investing investment income, pre­
paring tax information, safeguarding
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securities and handling the tedious pa­
perwork involved in maintaining an 
investment portfolio. This enables 
them to devote their valuable time 
more fully to their patients or other 
interests.”

4. Get back on track. To be sure the 
customer has accepted the logic and 
reasoning conveyed by your analogy, 
it’s good communications practice to 
elect feedback with a test question. 
For example: “ Based on this, can you 
see how the professional help available 
from our investment department will 
enable you to make more productive 
use of your time, while still giving you 
full control over your investment deci­
sions?”

Add Proof o f Performance. When 
seeking customer action at conclusion 
of a sales call, it’s not uncommon to 
encounter indecision or procrastina­
tion expressed in a variety of ways —

Besides being uncertain, a 
customer sometimes will be in­
decisive or will procrastinate 
because he simply doesn't see 
or feel the need for immediate 
action.

“I’d like to think about it,” “I’d like to 
shop around,” “ We’re not quite ready 
yet,” “I’m not sure this is right for us,” 
etc. When you encounter indecision, 
it’s usually not caused by the cus­
tomer’s rejection of what you’re pro­
posing, since you seldom would get 
this far in a sales call unless the cus­
tomer has accepted much of what 
you’ve proposed. Hard-core resistance 
normally occurs much earlier in a sales 
call. When you reach the point of 
seeking action, and indecision occurs, 
what the customer often is expressing 
is lack of complete conviction or belief. 
In effect he is saying: “It sounds pretty 
good, but is it really as good as you 
say?” In this age of inflated claims, 
such skepticism not only is natural, but 
also is quite healthy, since it helps af­
firm and validate the soundness of the 
customer’s decision.

Adding proof of performance is an 
effective method for converting inde­
cision into action because:

• It replaces skepticism and doubt 
with evidence that affirms the validity 
of what you’re proposing.

• It relieves a customer’s fears about 
the consequences of his decision by 
showing that many others have made 
the same decision before him and have 
benefited from it.

• It lends objective support to your

benefit claims by supporting them 
through the objective experience and 
performance of satisfied customers.

• It moves the customer’s thinking 
from “Will it work?” to the evidence 
that “It has and does work.”

Applying this method to resolve in­
decision involves this simple proce­
dure:

1. Acknowledge and clarify indeci­
sion by expressing empathy for the 
customer’s desire to be certain and by 
asking the customer to explain his in­
decision to be sure it’s due to doubt or 
skepticism. For example: “ I can 
understand your desire to be sure this 
is the right approach. However, in 
view of the benefits to be gained, there 
must be some question I haven’t an­
swered, causing you to hesitate. What 
might it be?”

2. Present number proof. This in­
volves relating the number of custom­
ers who have used and accepted what 
you’re proposing. Such evidence helps 
reduce a customer’s fears and anxieties 
by showing that the service or capacity 
is not untried and untested and that 
many others have used the service or 
capacity before him and found it bene­
ficial.

For example: “In just the last six 
months, 18 companies and other or­
ganizations in the area have converted 
to the Sure-Pay method for paying 
their people.”

“Twenty-two firms in this industrial 
and office park now are using a busi­
ness savings account with telephone 
transfer as their primary method of in­
vesting surplus funds.”

“ Nearly two thirds of the firms in 
this area use us as a primary financing 
source because of the speed with 
which we react to and process their 
financing requests.”

3. Present case proof. With many 
customers, number evidence will be 
sufficient to relieve their fears and re­
move their doubts. However, with 
some customers who may doubt the 
credibility of your numbers, it’s often 
necessary to reinforce number proof 
with specific “for-instance” evidence 
by naming satisfied customers, relat­
ing customer testimonials or citing 
specific performance results. For 
example:

“Fred Harper, president of Advance 
Electronics, estimates that Sure-Pay 
has saved his company at least $1,900 
in payroll-preparation costs, while 
sharply reducing time lost previously 
on paydays by employees going to 
their banks to cash or deposit their 
paychecks.”

“This list will indicate to you the 
(Continued on page 56)

a 5-character
message center! 
Words change or 
travel. W ith time 
and temperature.

Now even the smaller financial institu­
tions can afford a message center display 
for a d ve rtis in g  or p ub lic  serv ice . 
Daktronics Venus 500 has 32 columns of 
lamps with seven 15-watt bulbs per column 
for displaying 18” high characters. Flash 
on as many as 16 words of five letters, or 
less, plus time and temperature or run a 
traveling message of up to 16 words of up 
to 16 characters each. (The word “Con­
gratulations” is shown traveling in the 
photo.) Plus time and temperature

Messages are programmed from a 
desktop keyboard console that lets you 
see the message on the screen before it 
appears at the message center.

At far less investment than our standard 
10-character display.

Write for literature and prices —
DAKTRONICS, INC.
Box 229-L Brookings, SD 57006 
Telephone 605/692-6145

x >
DAKTRONICS

INC.
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Washington Wire

Significance

ELECTION ’78 continued the pre­
vious demographic trend toward 

a greater number of relatively newer 
members of Congress. However, as 
bankers look forward to the start of the 
96th Congress next month, the only 
certainty is that change will continue.

The trend toward a more youthful 
Congress has continued, but slowed 
somewhat overall. While 95 House 
members were new in 1975 at the start 
of the 94th Congress, some 75 will be 
freshmen in January. However, there 
will be 20 freshmen in the Senate — 
the largest freshman class in the Senate 
since 1947.

As the two years of the 95th Con­
gress established, it’s possible early on

Republicans show a net gain 
of three seats in the Senate and 
an apparent net gain of 12 
seats in the House —  a less- 
than-normal gain for the party 
out of power during an off- 
year election.

to profile individual members of the 
House and Senate and to identify their 
probable political inclinations. But 
until the 96th Congress speaks its will 
on major issues, it will be impossible to 
characterize its ultimate philosophical 
bent one way or another.

For example, it was widely pre­
dicted two years ago that the newly 
elected 95th Congress would be in­
clined to be more populist, free- 
spending, pro-labor and liberal. The 
final decisions — the major decisions 
— of that Congress were not made 
until its last hours October 15, but the 
ultimate event proved most early pre­
dictions wrong.

When the 95th Congress adjourned, 
it had three times defeated major 
legislative initiatives by organized 
labor (the Labor Law Reform Act, 
common-situs picketing and signifi­
cantly higher minimum wages than 
were enacted); it had reversed the 
decades-long trend toward less-

Editors Note: This column was prepared 
by the ABA’s public relations division.

of Election ’ 78

favorable tax treatment of capital gains, 
and it had shown a greater spending 
restraint than recent congresses.

As of this writing, Election ’78 had 
given the Republicans a net gain of 
three seats in the Senate and an appar­
ent net gain of 12 seats in the House — 
a less-than-normal gain for the party 
out of power during an off-year elec­
tion. The Democrats retained 
majorities of 276-159 in the House and 
59-41 in the Senate.

In the Senate Banking Committee, 
Democrat John Sparkman of Alabama 
retired this year, and Democrat 
Thomas J. McIntyre was denied a 
reelection bid by New Hampshire vot­
ers. Senator McIntyre had been 
chairman of the Subcommittee on Fi­
nancial Institutions. In addition, Re­
publican Edward W. Brooke of Massa­
chusetts (senior Republican on the 
committee) was defeated. Banking is­
sues did not affect either Senator 
McIntyre’s or Senator Brooke’s reelec­
tion races.

Senator Brooke was replaced as a 
senator, though not necessarily as a 
member of the Senate Banking Com­
mittee, by Democrat Paul E. Tsongas, 
who formerly was a member of the 
House Banking Committee.

Other changes on the House Bank­
ing Committee included defeat of 
Democrats Mark W. Hannaford of 
California and Edward W. Pattison of 
New York. Representative Clifford 
Allen (D,Tenn.) died earlier this year.

On the Republican side of the House 
Banking Committee, Garry Brown of 
Michigan and Newton L Steers Jr. of 
Maryland were defeated in reelection 
efforts. Representative Bruce F. 
Caputo (R,N.Y.) retired, and Repre­
sentative John H. Rousselot (R,Calif.) 
will move next year from the Banking 
Committee to the House Ways and 
Means Committee.

The relative shift in overall Demo­
cratic and Republican strength is not 
likely to result in any alteration of the 
ratio of Democrats to Republicans on 
either the House or the Senate Bank­
ing Committee.

House leadership is expected to 
make committee assignments for new 
representatives in early December. At

that time, present committee mem­
bers can seek to switch their assign­
ments. On the House Banking Com­
mittee, no changes are expected in key 
chairmanships, but on the Senate 
Banking Committee, much interest 
will focus on selection of a new chair­
man of the Financial Institutions Sub­
committee, which has primary juris­
diction over most banking legislation.

One option open to Senate Banking 
Committee Chairman William Prox- 
mire (D,Wis.) is that of dropping the 
subcommittee system of organization 
in favor of having the entire 15-senator 
panel consider all bills referred to it.

A Look Ahead. Just hours before the 
95th Congress adjourned October 15,

Senate Banking Committee 
Chairman William Proxmire 
has the option of dropping the 
subcommittee system of or­
ganization in favor of having 
the entire 15-senator panel 
consider all bills referred to it.

it seemed that an unwillingness to 
compromise had ended all chances any 
banking legislation at all would be 
enacted. But final passage of the Fi­
nancial Institutions Regulatory and 
Interest Rate Control Act cleared a 
backlog of issues, many of which had 
been under consideration for several 
years. (Two years ago, Congress 
finished its business without having 
enacted a single piece of major banking 
legislation, and this year there was a 
strong desire on both sides of Capitol 
Hill not to see that record repeated.)

The question of Federal Reserve 
membership and reserve-setting au­
thority, on which debate was begun 
only this year, is expected to be the 
only major banking issue carried over 
from the last Congress to the next. 
Separate but closely tied to those mat­
ters is the question of explicit pricing 
by the Fed for its services to financial 
institutions. It’s expected that be­
tween now and the start of the next 
Congress, the Fed will come forward

(Continued on page 60) 
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BOX D
The Broadest Coverage Available

There's been a lot of talk lately about the In addition to offering a stable market and 
shrinking Bankers Blanket Bond market, broad coverage, we also make available 
About how only six or so sources now pro- professional loss prevention services to 
vide this necessary coverage. About the work with banks to minimize losses. And, if 
troublesome restrictions placed on banks a loss occurs, our direct claims processing 
seeking the insurance. Even about some means fast action.
banks not being able to get a blanket bond 
under any terms.

There's no denying that the last few  years 
have been tough, both for some banks and 
for insurers. But Scarborough and Company 
has remained a stable source for blanket 
bonds for almost 60 years. What's more, 
we developed and we continue to offer 
the broadest bond coverage in the mar- ^  
ke t— the Bankers Special Bond. It 
affords banks important extensions 
and additions to standard blanket 
bond coverage.

Call or write us for more information about 
our Bankers Special Bond— and all your in­
surance needs.

SEND TODAY FOR OUR 
NEW 20-PAGE 
"INSURANCE 

AND PROTECTION 
HANDBOOK."

the bank ¿ /  
insurance people

®  222 N. Dearborn Street, Chicago, Illinois 60601

■  Please send me a copy of the  HI "Insurance and Protection Handbook."

£ /

■
(312) 855-3100

i
1

1  Ti.1, _ ....._ ...................ü
R a n k ■

- State------- -  m
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Regulatory News

New Regulations Proposed 
For Securities Transactions

Revisions establishing uniform 
standards for bank recordkeeping, 
confirmation and other procedures in 
making securities transactions for trust 
department and other bank customers 
have been proposed by the Fed, the 
FDIC and the Comptroller.

The proposals were made sub­
sequent to a study by the Securities & 
Exchange Commission on bank securi­
ties activities and include certain rec­
ommendations made by the SEC.

Under the proposed revisions, 
banks would be required to maintain 
the following records concerning secu­
rities transactions for three years:

• Itemized daily records of pur­
chases and sales.

• Account records for customers.
• A separate record of each order to 

purchase or sell securities.
Banks making securities transac­

tions for customers would be required 
to establish written policies and proce­
dures, including the following:

• Assignment of responsibility for 
supervising employees involved in se­
curities transactions.

• Provision for fair and equitable 
allocation of securities and prices to 
accounts when orders for the same se­
curity are received for execution at ap­
proximately the same time.

• Provision for fair and equitable 
matching of buy and sell orders from 
different customers.

• Requirements for bank employees 
involved in securities transactions for 
customers to report their own securi­
ties transactions quarterly.

Gardner Dies
Stephen S. Gardner, 
56, vice chairman, 
Federal Reserve Board 
of Governors, died of 
cancer November 19. 
He was a dep. Treasury 
sec. before being ap­
pointed in February, 
1976, to a 14-year 
term on the FRB by 
then President Gerald 
Ford. Mr. Gardner had 
been ch., Girard Bank, 

Philadelphia, where he had worked for 25 years.

The proposal would exempt banks 
that normally make only small num­
bers of securities transactions for cus­
tomers from certain recordkeeping re­
quirements. The Comptroller and the 
FDIC would exempt banks making an 
average of 50 or less transactions a year 
over the three prior calendar years. 
The Fed would exempt those with less 
than 200 such transactions a year.

New Remote Service Facility 
Approval Procedures Asked

Procedures for processing requests 
from FDIC-regulated banks to estab­
lish remote service facilities have been 
proposed by the FDIC.

Proposed regulations would define 
all remote service facilities owned or 
leased as branches in accordance with 
recent judicial decisions on bank 
branching, reduce administrative bur­
dens for applicant banks and provide 
the FDIC with information concerning 
remote service facilities necessary for 
proper bank supervision.

Among the applications affected are 
requests to establish ATMs, cash­
dispensing machines, point-of-sale 
terminals and other remote electronic 
facilities owned or leased by an 
FDIC-regulated bank at which depos­
its are received, checks paid and 
money lent.

The proposed regulations would 
delegate authority to the director of 
the division of bank supervision and to 
regional directors to approve remote 
service facility branches. Additional 
facilities could be established by a bank 
without further specific approval by 
notifying the FDIC in advance. Fail­
ure of the FDIC to notify the bank of 
any objection would constitute ap­
proval. Shared facilities would not re­
quire FDIC consent.

Fed Proposes Revisions 
To Equal-C redit Reg. B

The Fed has proposed several 
changes in Regulation B (Equal Credit 
Opportunity) to broaden the scope of 
the regulation.

The agency wants to bring arrangers 
of credit under the regulation, in addi­
tion to extenders of credit. Included in 
the former category would be real es­
tate brokers, who select the creditor or

Stephen

Regulation Z Amended
The Fed has amended disclosure 

requirements under Regulation Z 
(Truth in Lending) to emphasize 
consumers’ rights in connection with 
a change in the terms o f an open-end 
credit plan secured by a consumer’s 
residence.

The agency’s action modifies a 
sample disclosure form published in 
August by the Fed as an interpreta­
tion of the regulation. However, use 
by the creditor o f the disclosure form 
as originally suggested by the board 
will not be a violation o f the regula­
tion.

creditors with whom a credit applica­
tion will be filed.

The Fed also wants to eliminate the 
exemption in the regulation of busi­
ness credit from the record-keeping 
and notification requirements in cer­
tain transactions under $100,000. 
Regulation B now provides that, in 
case of adverse action, an applicant for 
business credit may request written 
notification of the applicant’s right 
under ECOA and a statement of rea­
sons for the adverse action, but will not 
receive them automatically. The pro­
posal would further require business 
credit applications under the same 
dollar limit to be kept for 25 months, 
rather than the present 90-day stipula­
tion that provides that applications can 
be discarded in 90 days unless reten­
tion is requested.

The regulatory agency also wants to 
eliminate the exemption of business 
credit from the general bar in the reg­
ulation against asking the applicant’s 
marital status.

The proposal also would incorporate 
an official staff interpretation requiring 
creditors to give applicants for busi­
ness credit some notice, oral or writ­
ten, of action taken on an application or 
an existing account within a reasonable 
time. This portion is a clarification of 
the regulation.

Ray Gidney Dies
Ray M. Gidney, 91, Comptroller 

o f the Currency from 1953 to 1961, 
died last month in Jacksonville, Fla.

He started his banking career as a 
clerk at Commercial Bank, Santa 
Barbara, Calif., in 1903. He joined 
the Fed in 1914 and spent 39 years in 
various Fed positions. He was presi­
dent, Cleveland Fed, from 1944 to 
1953, when he became Comptroller.

He is a past president o f Robert 
Morris Associates.
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Helping correspondents 
feed the credit appetite
of local! 
business.

When a good corporate customer turns to your bank for 
financing, you don’t want to turn him down. What to do when the 
amount required exceeds your lending limit?

Talk to Manufacturers Hanover.
Just explain the situation and your needs to us, and 
we will give every consideration to your request for all 
or part of the additional financing. And we will get back 
to you quickly with a decision.
We respect the close ties you have with your corporate 
customers. With our resources, we can help you enhance 
these relationships—without muscling in on them.
Even if we assume the lion’s share of the loan, you still 
get all the credit.
The next time you need to supplement your own lending 
resources for agricultural or business purposes, contact 
your MHT Calling Officer. Or call (212) 350-6604.

MANUFACTURERS HANOVER
MEMBER FDIC
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E F T S  (Electronic Funds Transfer Systems)

E F T  A c t P ro v isio n s S p e lle d  O u t

THE 1978 Electronic Fund Trans­
fer Act was enacted in October as 

the 20th section of an omnibus banking 
bill. Objective of the act is to provide 
for customer rights and safeguards in 
EFT services.

The legislation sets forth disclosure 
requirements, including:

• Consumer liability for unautho­
rized transfers.

• Telephone number and address 
for notification of unauthorized trans­
fers.

• Type and nature of transfers the 
consumer may initiate.

• EFT charges.
• Consumer’s right to stop payment 

of a preauthorized transfer.
• Consumer’s right to receive doc­

umentation of transfers.
• Error resolution procedures.
• Financial institution’s liability to 

the consumer.
• Circumstances under which in­

formation concerning the consumer’s 
account will be disclosed to third par­
ties.

The act's objective is to provide 
for customer rights and 
safeguards in EFT services.

A 21-day notification is required for 
any changes in an EFT agreement that 
affects a customer adversely.

Receipts are required for all termi­
nal transactions. Notices are required 
for preauthorized deposits; however, a 
financial institution doesn’t need to 
provide a notice when the payor does, 
and has a choice of providing either 
notice of receiving a deposit or of the 
failure to receive a deposit. Prior 
notice, including the amount and 
planned date for debiting, is mandated 
for preauthorized transfers of variable 
amounts.

Statements are required every 
month in which a transaction occurs; 
otherwise, they are required quar­
terly. Quarterly statements are per­
mitted if the only EFT transactions are 
preauthorized deposits.

A statement must contain the fol­
lowing information: the amount, date, 
type of transfer, account number,

identity of third parties, the location or 
identification of the terminal, the be­
ginning and ending balance, fees and 
charges and an address and telephone 
number for inquiries and error notices.

If the only EFT transactions are 
preauthorized deposits, only the 
amount and date for passbook accounts 
are required.

Payments may be stopped on a 
preauthorized transfer up to three 
business days before the scheduled 
date of the transfer.

An institution has one day to correct 
an error after a determination has been 
made that an error occurred. It has 10 
days to look into an error inquiry, but 
can extend the time to 45 days by pro­
visionally recrediting the customer’s 
account within 10 days.

A customer must notify an institu­
tion of an error within 60 days after 
receiving a statement. Violation could 
lead to treble damages.

Customer liability. A $50 maximum 
amount of liability may be imposed on 
a customer for losses incurred because 
of unauthorized transfers, except in 
cases of:

• Fraud by the consumer or some­
one acting in concert with the con­
sumer.

• Improper use by a person en­
trusted with an EFT card.

• Failure to report an unauthorized 
use within 60 days after receiving the 
statement showing the unauthorized 
use.

• Failure to report a loss or theft 
within two days after learning of the 
loss ($500 maximum liability).

A notice defining the customer’s lia­
bility for unauthorized transfers, and 
the telephone number and address to 
use in the event of an unauthorized 
transfer, must be provided within 90 
days of the statute’s effective date for 
the liability section to be in force.

Liability o f financial institutions. 
Financial institutions are liable for all 
damages proximately caused by the 
failure to complete correctly an EFT 
transaction, and for proved actual 
damages if the failure resulted from a 
bona fide error.

Financial institutions are not liable if 
it can be shown by a preponderance of

evidence that action — or inaction — 
resulted from:

• A circumstance beyond control, 
and that reasonable care was exercised 
to prevent such an occurrence.

• A technical malfunction of which 
the consumer was aware.

Regulations. The Fed is authorized 
to write regulations, but it must (1) 
take the continuing evolution of EFT 
into account, and (2) use cost-benefit 
analyses in the development of the 
rules to ascertain the effects of pa­
perwork requirements and on compe­
tition among large and small institu­
tions.

The board may modify require­
ments for smaller institutions if needed 
to ease any undue compliance burden.

Distribution o f cards. Unsolicited 
cards may be distributed. However, a 
PIN or access code may be provided 
only in response to a request or appli­
cation from the consumer.

Exclusions. The bill exempts the 
following services from its require­
ments: (1) check verification or guaran­
tee systems, (2) wire transfers, (3) the

State law is preempted only to 
the extent of any inconsisten­
cies with the EFT Act.
purchase or sale of securities, (4) au­
tomatic transfers from savings to 
checking accounts and (5) nonrecur­
ring telephone transfers that are not 
part of a prearranged plan.

Effective dates. Most provisions 
take effect in 18 months of enactment, 
except for those sections on liability for 
unauthorized transfers and distribu­
tion of cards, which take effect within 
three months of enactment.

Other provisions. Civil and criminal 
sanctions are imposed for violation of 
the law.

The law prohibits any person from 
requiring a customer to establish an 
EFT account with a particular institu­
tion or condition the extension of 
credit on the use of EFT services.

State law is preempted only to the 
extent of any inconsistencies. A state 
statute prevails when it provides 
greater consumer safeguards than fed­
eral law. • •
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that’s Sweeping the Country
“Florida Software Services9 “ We were impressed by the level o f
packages are flexible enough to expertise demonstrated by your staff
allow for growth with the largest and their willingness to go to great 
financial institutions and for the lengths to assist us in every possible
conversion of the smallest one. ” way. 99

Charles S. Boyd,
Farmer’s Bank and 

Capital Trust Company, 
Frankfort, Kentucky.

“I was pleased to see a real example 
of Florida Softwares dedication to 
good d o c u m e n ta tio n ”

F. T. Bartholom ew 
The Fidelity Trust 

Company, Stamford, 
Connecticut

“The continued support we have 
received since conversion has been 
both professional and helpful. In 
particular; the response time with 
help when we had questions was 
excellent. "

Jacqueline J. Sova,
Bank of the Commonwealth, 

Detroit, Michigan.

All across the country, “ critics” like you are 
raving about Florida Software Services.

From comprehensive programs so flexible they 
can be tailored to meet the needs of any financial 
institution, to complete standardization 
capability, from award-winning documentation to 
the finest support in the business, we’re the 
standard by which financial software is 
compared. But then, isn’t that just what you’d 
expect from the industry leader?

Why not discover for yourself the software so 
many people are saying so much about? Write 
Florida Software Services, P. O. Box 2269, 
Orlando, Florida 32802, or phone (305) 831-3001.

i l l  njor/ion
SSTW 7CZGS

The Standard in Financial Software Systems

Thomas W. Clark, 
The First National 
Bank of Catawba 
County, Hickory, 
North Carolina.

r
I
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I
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I
I
I
I
I
v

Please send me information concerning

Name_____________________________________________________________

Title__________________________________________________________________________

Financial Institution______________ ________________________________

Address___________________________________________________________

City--------------------------------- State__________ Zip C o d e ______________

Phone_________________________ ABA N o .__________________________

Computer_________________________________________________________
Write for inform ation about any of these outstanding system s: Central 
Inform ation File, Certificates o f D eposit, Demand D eposit, C om m ercial 
Loan, Savings, Installment Loan, Autom ated Dealer Floor Plan, 
Am ortization Schedule, Financial Management, Supplies 
Inventory C ontrol, Source Program Librarian, Corporate Trust, Mortgage 
Loan Extended, and General Purpose Payroll. FS-11
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Installment Lending

Consumer Credit to Dominate Bank Loans
BY 1980, installment lending will 

dominate commercial lending in 
the nation’s commercial banks, ac­
cording to James L. Smith, senior vice 
president, Security Pacific National, 
Los Angeles.

Bankers can also expect charge-card 
volume to continue to increase from 
year to year. The reason, said Mr. 
Smith to Missouri bankers at their an­
nual installment conference: The con­
sumer is looking for the “better life,” 
and he recognizes that as prices rise, 
because of inflation, he may as well 
“buy now and pay later.”

Bankers should not be concerned, 
he said, because consumer credit is the 
highest profit department of the bank, 
despite fixed lending rates and ever- 
increasing operating costs.

What can banks expect in auto sales 
in 1979, he asked? High in dollar vol­
ume, as prices rise, but lower in 
number of units sold. The current 
year, he said, could turn out to be 
either the first or second highest year 
in terms of dollar volume.

Banks do have almost one-half of all 
auto loans in the country, he said, and a 
bad auto year could hurt the install­
ment department. Really, he said, 
there is no other type of loan to replace 
the auto loan.

Mr. Smith noted that the 48-month 
auto loan has been accepted in most 
sections of the country, and he men­
tioned that one bank in California 
presently is offering 60-month loans.

The installment department is faced 
with problems in the areas of com­
pliance and credit applications. Many 
questions formerly asked of a borrower 
are now denied to us, he explained, 
and proper documentation of loans 
must be adhered to if we are to avoid 
problems with compliance regula­
tions.

Mr. Smith expressed some concern 
about the rapid growth of charge-card 
credit — 18% growth in 1978! He 
posed the question:Does recent 
charge-card activity indicate that con­
sumers have shifted “living expenses” 
to the charge card to keep pace with 
rapidly rising prices? Many of those 
customers, he said, have a repayment 
schedule that requires 28% of their 
disposable income!

Missouri bankers heard a number of 
talks related to their business, includ­
ing some on leasing.
22

Keynote speaker James L. Smith, s.v.p., Security 
Pacific, Los Angeles, is pictured here with in­
stallment conference chairman, Robert F. Haake 
Jr. (r.), chairman, MBA consumer finance com­
mittee.

J. Eustace Wolfington, vice presi­
dent, Yegen Associates, New Ro­
chelle, N. J., pointed out to bankers 
that the trend in auto financing today 
was toward leasing. The man who for­
merly bought his car now is leasing that 
car. High costs of an automobile, plus 
favorable terms offered by leasing 
firms, have caused “buyers” to turn in 
that direction, he said.

There are some 8,000 auto dealers 
and 4,000 private firms engaged in 
leasing, and banks, to compete, should 
consider setting up their own leasing 
activities or working in partnership 
with a private leasing firm.

Robert W. Stubbs, president, Tri- 
Continental Leasing Corp., also of 
New Rochelle, N. J., noted that leas­
ing of capital goods (production 
equipment) also was growing by leaps 
and bounds — $20 billion per year.

Again, small businesses (or large 
ones) wishing to conserve operating 
capital have opted to lease rather than 
borrow direct or issue new capital.

It is a specialized business, said Mr. 
Stubbs, and requires an experienced 
staff. One alternative available to the 
bank receiving a minimal number of 
“ leasing requests” would be to join 
forces with a private leasing firm that, 
in effect, would act as the bank’s 
“ leasing correspondent.” This would, 
he said, permit the bank to start up 
almost immediately in leasing all types 
of equipment. • •

Patterson Named President, 
Butler, Snyder Named VPs, 
Consumer Bankers Assn.

Charles F. Patterson Jr., group vice 
president, Trust Co. Bank, Atlanta, 
was elected president, Consumer 
Bankers Association (CBA), at the 
closing session of the association’s 58th 
annual convention in Boca Raton, Fla. 
He succeeds James L. Smith, senior 
vice president, Security Pacific Na­
tional, Los Angeles, who becomes a 
member of the association’s board of 
governors and executive committee.

Elected first vice president was 
Leslie R. Butler, executive vice presi­
dent, First Pennsylvania Bank, 
Philadelphia. John K. Snyder, vice 
president, Wells Fargo Bank, San 
Francisco, was elected second vice 
president. Both will serve on the 
executive committee.

Appointed to three-year terms on 
the board of governors were: William
O. Bland, senior vice president, 
Wachovia Bank, Winston-Salem, 
N. C.; Percy N. Clark, senior vice 
president, Indiana National, In­
dianapolis; William T. Gwennap, vice 
president, Pittsburgh National; Paul 
B. King, executive vice president, 
Mississippi Bank, Jackson; Paul J. 
Pfeilsticker, vice president, Continen­
tal Illinois National, Chicago; Daniel 
Schroebel, vice president, Bank of 
Stockton, Calif.; and Thomas R. 
Stewart, executive vice president, Se­
curity Bank, Southgate, Mich.

Elected to fill unexpired one-year 
terms on the board were James L. 
Moore, senior vice president, Virginia 
National, Norfolk, and James L. Whyt- 
sell, senior vice president, Kanawha 
Valley Bank, Charleston, W. Va.

The following were named to the 
association’s executive committee: 
Mason G. Alexander, senior vice 
president, Citizens & Southern Na­
tional, Columbia, S. C.; Percy N. 
Clark, senior vice president, Indiana 
National, Indianapolis; Glenn Hodges, 
senior vice president, First Tennessee 
Bank, Memphis; Leonard F. O’Con­
nor, vice president, First National, 
Boston; and Thomas L. Ridenhour, 
senior vice president, First Union Na­
tional, Charlotte, N. C.

The CBA’s 59th annual conference 
will be held in Hot Springs, Va., Oc­
tober 21-25, 1979.
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Bank Building
Corporation 4 * '

W e’ll build you a business.

OFFICES: St. Louis, Washington, D.C.; Hartford, Conn.; Chicago, Atlanta, Dallas, Denver, San Francisco

MC-1278

“Studies by Bank Building forecast 
the potential growth of our new bank, 

its size, the construction timetable
and the cost...”

“Bank Building Corporation is 
known for assuming full responsibility 
for the full project, and that was a 
major reason for selecting them.
Another important factor was a 
guaranteéd cost factor as well as a 
guarantee on the job itself.

“Prior to any design and 
construction contracts, they did a 
major feasibility study. The completed 
report included short- and long-term 
space, personnel and equipment 
requirements.

“Our new 37,000 square-foot 
bank was finished substantially below 
our anticipated figure and within the

Daman Bowersock, President 
Merchants National Bank 
Fort Smith, Arkansas

time schedule, despite area labor 
problems. When the detailed building 
resolution was signed, it was predicted 
that our investment in a new building 
would stimulate our growth by now 
to $75 million . . .  instead Merchants 
National is currently at $96 million.

“When any of our banker friends 
ask advice about building, I emphasize 
the critical importance of having the 
best possible professional assistance. 
With a minimum of input from us, 
Bank Building determined* what we 
wanted, took over and created for 
us a beautiful and work-efficient bank.”

Address ______________________________________
C ity _______________________ State_________Zip

■ mmmmmmmSm

M

“...a n d  when it was finished, 
we were on time and within budget 

and our growth is well ahead of projections.”

mm
IB
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mMWMi

Bank Building Corporation 
1130 Hampton Ave.
St. Louis, MO 63139 
Telephone: (314) 647-3800

Please send information about how 
you can help build my business.
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How Can Banks Cope With Wage-and-Hour Law?
By LIPMAN G. FELD, B.S., J.D.
Kansas City

BANK MESSENGER com ­
plained to me he was underpaid 

at $3 an hour. “The minimum wage is 
$2.65,” I explained last August.

“I am hired to work from 8 a.m. to 3 
p.m. five days a week. I wait around 
doing nothing lots of the time, but I am 
almost always given something to de­
liver on the way home. In the past two 
years, I worked 203 extra hours. The 
bank pays me for 35 hours each week 
because I am on call during lunch­
time.”

The messenger showed me a booklet 
in which he had carefully clocked the 
203 extra hours. The messenger was 
correct. The bank owed him money 
under wage-and-hour laws even 
though he never worked the full 35 
hours he was paid each week for deliv­
ering messages. This article will ex­
plain why.

A bank is vulnerable to Department 
of Labor wage-and-hour investigations 
or lawsuits in situations where a re­
tailer sometimes does not have to 
comply with wage-and-hour. Estab­
lishments engaged in banking are 
listed as establishments lacking the 
“retail concept” (Page 5881, Section 
779.317 — partial list of establish­
ments lacking “retail concept,” Part 
779 — the Fair Labor Standards Act as 
applied to retailers of goods or ser­
vices). Thus, banks must comply with 
wage-and-hour laws and regulations.

Unlike the small bank, a retailer 
grossing less than $275,000 a year ex­
clusive of excise taxes need not bother 
with wage and hour or, in some cases, 
can continue to pay some employees 
$2.65 per hour minimum wages after 
January 1, 1979. On that date, other 
businesses go to a $2.90 per-hour 
minimum wage as scheduled.

All wages required by the federal 
Fair Labor Standards Act, adminis­
tered by the Labor Department, are 
due on the regular payday for the pay 
period covered.

This new $2.90 hourly rate, up from 
$2.65 in 1978 ($2.10 in 1975), is not the 
end. Unless someone puts a halt to this 
stimulus to inflation, the following in­
creases are scheduled: beginning 
January 1, 1980 — $3.10 per hour; be-
24

ginning January 1, 1981 — $3.35 per 
hour.

How do you compute overtime pay? 
Overtime must be paid at a rate of at 
least IV2 times the employee’s regular 
pay rate for each hour worked in a 
workweek in excess of the maximum 
allowable in a given type of employ­
ment. Generally, the regular rate in­
cludes all payments made by the em­
ployer to or on behalf of the employee 
(excluding certain statutory excep­
tions). The following examples are 
based on a maximum 40-hour work­
week:

• Hourly rate — regular pay rate for 
an employee paid by the hour. If more 
than 40 hours are worked, at least IV2 
times the regular rate is due for each 
hour over 40.

Example: An employee paid $3.80 
an hour works 44 hours in a workweek. 
The employee is entitled to at least IV2

Mr. Feld warns that a bank 
is vulnerable to Department of 
Labor wage-and-hour investi­
gations or lawsuits in situations 
where a retailer sometimes 
does not have to comply with 
wage-and-hour.

times $3.80, or $5.70, for each hour 
over 40. Pay for the week would be 
$152 for the first 40 hours, plus $22.80 
for the four hours of overtime — a total 
of $174.80.

• Salaries —  the regular rate for an 
employee paid a salary for a regular or 
specified number of hours per week is 
obtained by dividing the salary by the 
number of hours.

Example: Under the employment 
agreement, if a salary sufficient to meet 
the minimum-wage requirement in 
every workweek is paid as straight time 
for whatever number of hours are 
worked in a workweek, the regular rate 
is obtained by dividing the salary by 
number of hours worked each week.

To illustrate, suppose a bank em­
ployee’s hours of work vary each week, 
and the agreement with the employer 
is that the employee will be paid $150 a 
week for whatever number of hours of 
work are required. Under this pay 
agreement, the regular rate will vary in 
overtime weeks. If the employee 
works 50 hours, the regular rate is $3 
($150 divided by 50 hours). In addition 
to the salary, half the regular rate, or 
$1.50, is due for each of the 10 over­
time hours, for a total of $165 for the 
week.

If a salary is paid on other than a 
weekly basis, the weekly pay must be 
determined in order to compute the 
regular rate and overtime. If the salary 
is for a half month, it must be multi­
plied by 24 and the product divided by 
52 weeks to get the weekly equivalent. 
A monthly salary should be multiplied 
by 12 and the product divided by 52.

Is an employee entitled to be paid 
while he’s waiting in the bank to be sent 
out on a message? Periods during 
which an employee is relieved com­
pletely from duty and which are long 
enough to enable him to use the time 
effectively for his own purposes are not 
hours worked. He’s not completely re­
lieved from duty and cannot use the 
time effectively for his own purposes 
unless he is definitely told in advance 
that he may leave the job and that he 
will not have to commence work until a 
definitely specified hour has arrived. 
Whether the time is long enough to 
enable him to use the time effectively 
for his own purposes depends on all the 
facts and circumstances of the case. So 
waiting around the bank for someone 
to give a person messages to deliver is 
hours worked for which the employee 
described at the beginning of this arti­
cle must be paid.

Suppose any employee of a bank, 
such as a conscientious bookkeeper, 
works extra hours voluntarily — con­
tinuing to work at the end of the day 
without explicit permission from the 
boss or even without being asked by 
the boss. Should the banker be de­
lighted? Not necessarily.

We remember the messenger was 
requested by the bank to deliver mes-
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Gene Foncannon.
Livestock loan specialist.

G e n e  F o n can n o n  has s p en t his John Fow ler, Bill Dexter, John O Con-
life tim e in agricu ltural pursuits. H e w ill nor, Bill W eis , D ean H ow ard , Don
be m ore than happy to  w ork w ith  you LacK am p, Greg W artm an , Bob Shultz
on livestock partic ipations, consulta- and Paul W ard . *
tions, or o ther agricu lturally-oriented  They w ill be happy to  help you with
problem s in your bank. transit, securities, loan participations,

O ther spec ia lis ts  in the Corre- credit inquiries, m oney m arket transac-
spondent D ivision are G eorge Dudley, tions, grain dralts  and collections.

Charter Bank
FIRST NATIONAL BANK

OF KANSAS CITY
10TH AND BALTIMORE □  BOX 38 □  KANSAS CITY, MO 64183 

(816) 221-2800 □  MEMBER FDIC
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sages and packages on the way home. 
Here the bookkeeper is not ordered to 
go home, but is permitted to work after 
hours.

Under wage-and-hour regulations, 
work not requested but suffered or 
permitted is work time for which the 
employee must be paid even when it’s 
the employee s wish to correct his er­
rors or prepare reports outside the 
workday. This is true on hours if the 
employee comes in at 7 a.m. or works 
until 6 p.m. The reason is immaterial. 
The employer knows or has reason to 
know the employee is continuing to 
work, and the extra time is working 
time.

Suppose the bank employee takes 
his books home? The same rule also is 
applicable to work performed away 
from the premises or job site or even at 
home. If the employer knows or has 
reason to believe that the work is being 
performed, he must count the time as 
hours worked.

In all such cases, it’s bank manage­
ment’s duty to exercise its control and 
see that the work is not performed if 
the bank does not want it to be per­
formed. The bank cannot relax and ac­
cept the benefits without compensat­
ing for them. Mere promulgation of a

rule against such work is not enough. 
Wage-and-hour’s position is that man­
agement has the power to enforce the 
rule and must make every effort to do 
so.

Rest periods of short duration run­
ning from five minutes to 20 minutes 
are common. Wage-and-hour’s posi­
tion is that they promote an em­
ployee s efficiency and are customarily 
paid for as working time. They must be 
counted as hours worked. Compensa­
ble time of rest periods may not be 
offset against other working time, such 
as compensable waiting time or on-call 
time.

What About Meals?
Bona fide meal periods are not work 

time. Bona fide meal periods do not 
include coffee breaks or time for 
snacks. These are rest periods. The 
employee must be relieved completely 
from duty for the purpose of eating 
regular meals. According to wage- 
and-hour regulations, 30 minutes or 
more are long enough for a bona fide 
meal period. A shorter period may be 
long enough under special conditions. 
The employee is not relieved if he’s 
required to perform any duties — ac­

tive or inactive — while eating. For 
example, a bank teller at a drive-up 
window who is required to eat lunch at 
the window while waiting for custom­
ers is working while eating even if few 
customers drive up.

Bankers may want to review this 
touchy situation in greater detail than I 
have covered it here. They should ask 
the Department of Labor for Interpre­
tive Bulletin, Part 785: Hours Worked 
Under the Fair Labor Standards Act of 
1938, as amended, WH Publication 
1312 (Reprinted February, 1978).

Does the employee usually recoverP 
Always have the upper hand over the 
boss?

Nonunion employees send to the 
Labor Department a number of com­
plaints that are termed invalid.

The Fair Labor Standards Act does 
not require: vacation, holiday, sever­
ance or sick pay; discharge notice or 
reason for discharge; rest periods, 
holidays off or vacations; premium-pay 
rates for weekend or holiday work; pay 
raises (except for minimum wage pre­
viously mentioned) or fringe benefits; a 
limit on hours of work for employees 16 
years of age or older.

These are matters for agreement be­
tween employer and employees. • •

NEWS OF THE

BANKING WORLD

• C. Kent Garner, banking officer, 
energy and mineral resources, Conti­
nental Illinois National, Chicago, has 
been assigned to the representative 
office in Sydney, Australia, to assist 
customers in the mining and oil and gas 
industries. According to Continental, 
Mr. Garner is the first representative 
from a non-Australian bank assigned to 
Sydney specifically to work with these 
industries.

• A. Ray Einsel, former senior vice 
president, Bankers Trust, New York 
City, has joined First National, 
Chicago, as head of its card services 
group. He is responsible for the VISA 
service center and its point-of-sale 
(POS) terminal network. Mr. Einsel 
was the president of B. T. Credit Co., 
Inc., which is the credit card services 
subsidiary of Bankers Trust.

• Richard M. Morrow, president, 
Standard Oil Co. (Indiana), has been 
elected to the board, First Chicago 
Corp., and its principal subsidiary,
26

First National, Chicago.
• Walter J. McCarthy Jr ., execu­

tive vice president/divisions, Detroit 
Edison Co., has been elected to the 
board, Detroitbank Corp., HC of De­
troit Bank. He is filling the post va­
cated by Walker Lee Cisler, former 
chairman, Detroit Edison, who retired 
from the board in October after 27 
years of service.

• Michel Bergerac, chairman and 
CEO, Revlon, Inc., has been elected a 
director, Manufacturers Hanover

Corp. and Manufacturers Hanover 
Trust Co., New York City, its principal 
subsidiary. Mr. Bergerac joined Rev­
lon in 1974 in his current position. 
Prior to this, he served as president, 
ITT Europe, and corporate executive 
vice president, ITT, Inc.

• Security Pacific National, Los 
Angeles, has received approval from 
the Comptroller of the Currency to es­
tablish a Houston-based subsidiary, 
Security Pacific Southwest, Inc. The 
subsidiary will perform loan produc­
tion activities of the bank in Texas. It 
will be headed by George C. Slain, 
who has been in the bank’s corporate 
banking group, Los Angeles, 
specializing in energy financing.

• Arthur F. Burns, former Fed 
chairman, has been given the BAI key 
for meritorious service to the banking 
industry, the institute’s highest honor. 
The award was designated by the BAI’s 
board at a recent annual meeting in 
New York City.
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Right now your newest well is nothing but a hole in the T e a s  
prairie. A nd you’ve invested plenty just to get this far. But 
until you bring it in and get it producing, nothing else counts.

A t First in Dallas we understand. So when we do business with any 
business .w e  give you just what you expect from yourself: results. 
Results .T he real measure ofabank. | N  DAI l AS

First National Bank in Dallas, Member F.D.I.C.
A subsidiary o f First International Bancshares, Inc.

27MID-CONTINENT BANKER for December, 1978

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



A Heller participation loan 
keeps your customers* interest

in your bank.
When a good customer or prospect comes 

to you with a loan request larger than you 
may be willing to provide, you don’t have to 
lose him.

A bank/Heller participation loan gives you 
the leverage to maximize your customer’s 
credit availability. You provide his 
normal banking functions, retain his 
deposit balances and generate 
interest income from your portion 
of the loan, typically 30% to 50%

Heller assumes responsibility for all administrative 
and supervisory details, plus keeps you close to 
the situation with periodic examination reports.

Heller has been exercising this kind of financial 
creativity for over a half-century with banks of all 

sizes. Today, Heller is not only the most 
experienced, but very likely, the best in the 
business of participations.

Contact the Heller office nearest you 
today. Your customers and prospects are 
too important to lose.

HELLER
Financial Services
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W alter E. H eller & C om pany 105 W. Adams St., Chicago, Illinois 60603  
New York • Boston • Philadelphia • Baltimore • Syracuse • Detroit • Kansas City 
Charlotte • Denver • Atlanta • Miami • Birmingham • New Orleans • Houston • Dallas 
San Antonio • Phoenix • Los Angeles • San Francisco • Portland • Seattle 
San Juan, P.R. Heller services also available through Heller Companies 
in Canada and twenty other countries around the world.
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Loan Participations?
Getting Right Partner 
Most Important Step

W E’VE ALL had the experience 
of being in the right place at the 

right time, but with the wrong partner. 
On the tennis courts, for example, a 
novice can make any of us look foolish. 
Or out on the golf course, the wrong 
“pro” can help us lose the best parts of 
our game in record time. And when it 
comes down to it, even in our personal 
relationships, a mismatched or inept 
partner can make life unpleasant.

That’s particularly true for the bank 
seeking a partner to participate in a 
secured lending transaction.

Why? Because whether you’re 
looking for a tennis partner . . .  or for a 
commercial lending partner . . . some 
of the same qualities hold appeal. For 
example, you’ll want:

By THOMAS H. LAWSON JR.
President

Commercial Credit 
Business Loans, Inc.

Baltimore

• Someone who knows what he’s 
doing and provides the service and ex­
pertise to get the job done as prom­
ised, efficiently and economically.

• Someone who understands your 
needs and those of your client.

• Someone who is responsive — 
who can be there when you need him, 
not next week or next month.

• Someone who has access to suffi­
cient capital to be available whenever 
you need assistance and who can take 
even greater risks than you yourself 
can handle in your present situation.

• And someone, above all, who will 
step gracefully into the background 
when no longer needed and be on call 
in the next hour of need.

A fanciful analogy? Not entirely. 
While you may not need (or want) all 
those qualities in a personal relation­
ship, they’re vitally important to any 
bank entering into a participation­
lending agreement.

Particularly in these times of excess 
cash flows generated by inflation, se­
cured or collateral lending is becoming 
increasingly vital to a banking institu­
tion’s overall financial stability. Ac­
cording to the latest figures, in excess 
of $5 billion in participation loans now 
are made annually. We have seen this 
trend ourselves at Commercial Credit 
Business Loans, Inc. (CCBL), where 
nearly 20% of the 400 new loans

booked last year involved participa­
tions with banks.

Small banks, regional banks and 
even some of the country’s largest 
banks are now turning to commercial 
finance companies like CCBL to keep 
themselves in touch with their cus­
tomers’ needs. In fact, participation

"As more and more banks 
across the country are realiz­
ing, the participation loan 
permits a bank to use its assets 
wisely, without jeopardizing 
or compromising lending stan­
dards."

lending with the right business-finance 
partner allows a bank to effectively ex­
tend its range of services — and cus­
tomers. At the same time, reduced 
risks of such lending add a margin of 
safety to a bank’s operations, while 
keeping bank examiners happy. 
Equally important, participation al­
lows a bank to say “ No” to a direct-loan 
request, but still retain a customer’s 
goodwill and the oftentimes lucrative 
deposit, payroll, tax, pension and even 
data processing accounts of that same 
customer. Finally, shared loans reduce 
the administrative cost to a bank and 
probably are more profitable.

As more and more banks across the 
country are realizing, the participation 
loan permits a bank to use its assets 
wisely, without jeopardizing or com­
promising lending standards. Mean-
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Loan Participations?

while, participations can help “groom” 
a promising new customer or a heavily 
leveraged borrower whose too-rapid 
growth temporarily has thrown his 
debt-to-worth ratio out of kilter. Inci­
dentally, of course, it’s this latter type 
of bank customer — the company 
booming along with the economy or a 
new trend and being threatened, in 
effect, by its own success — that often 
turns into tomorrow’s strongest and 
most “bankable” prospect.

Whether such a customer is a cur­
rent borrower, or a new loan applicant, 
the same thought might strike your in­
stincts as a good banker: We want this 
customer, but not all of him; not just 
yet. For instance, you may not be 
willing to evaluate, monitor and con­
trol assets such as accounts receivable, 
inventory, equipment or real estate.

What, then, are your options? It’s 
impractical and unrealistic for your 
bank to develop an overnight expertise 
in secured lending, even if you were 
willing to take the full risk of the loan 
being requested. It’s also improbable 
that your bank would want to commit 
its assets to collateral not easily liq­
uidated.

It’s at this point that bankers wisely 
turn to an established business finance 
company to form an “ad hoc partner­
ship.” A commercial lender such as 
CCBL, the industry’s largest (with 
more than $600 million in out­
standings), has the staff and expertise 
to make and control loans secured by 
various business assets. Moreover, the 
right commercial finance company can 
structure a secured loan for your cus­
tomer s, and your bank’s, maximum 
flexibility and future earnings.

Here again, it becomes critical to 
select the right partner for ventures of 
this sort. For unless you choose the 
lending partner stable enough to with­
stand the company’s ups and downs, 
reputable enough to ethically monitor 
a participation loan to the highest 
standards and experienced enough to 
liquidate secured collateral, your bank 
may be aggravating its risks need­
lessly.

In our 66 years of commercial- 
finance activity, we have structured 
numerous participation loans to meet 
criteria cited thus far. One recent such 
arrangement involved a strong re­
gional bank in the Great Lakes area 
and its customer, a fast-growing elec­

tronics firm. The bank was still confi­
dent of the customer, but was not able 
to lend additional working capital on 
the basis of the company’s most recent 
balance sheet, which, in fact, showed a 
loss of close to $250,000. Offsetting 
that gloomy figure was the strength of 
the firm’s accounts receivable and in­
ventory stocks. Accounts receivable, 
we found, totaled approximately 
$155,000, with a write-off potential not 
beyond $10,000. Inventory valuation 
was set at approximately $125,000, 
based on estimated liquidation pro­
ceeds. While those figures in them­
selves were not particularly en­
couraging, the electronics firm had in 
hand a Defense Department contract 
for over $800,000 in radar range 
equipment. The profit potential was 
approximately $195,000.

"Particularly in these times 
of excess cash flows generated 
by inflation, secured or collat­
eral lending is becoming in­
creasingly vital to a banking 
institution's overall financial 
stability."

At the time we were approached, 
the midwestern bank was owed 
slightly over $55,000. The electronics 
firm was requesting an additional line 
of $155,000 to cover start-up expenses 
for the DOD contract and to meet 
other incidental payments due.

Because CCBL had 15 fully staffed 
regional finance centers around the 
country, including one in the Great 
Lakes area, we were able to send in an 
experienced account executive the day 
after that bank contacted us. Our rep­
resentative was the sole intermediary 
in the participation loan, providing 
services other companies assign sepa­
rately to sales reps, collateral analysts 
and auditors. This account executive 
was fully qualified to analyze the elec­
tronics firm’s balance sheet, cash 
flows, accounts receivable and inven­
tory. He also was responsible for de­
termining the firm’s actual cash needs, 
processing the loan application, struc­
turing the terms and rates of the re­
volving loan and then servicing the 
customer after the financing program 
was activated.

As it developed, the bank partici­
pated for 35% of the $175,000 loan 
agreed on. Its interest rate was set at 
the same rate it had offered the firm 
previously. Commercial Credit’s rate 
was set for the remaining 65% of the 
loan. The result for the customer: a 
lower, blended rate that would not 
have been possible otherwise. The re­
sult for the bank: a satisfied loan cus­
tomer, as well as retention of deposit 
accounts and other banking business.

You may have noticed that the final 
loan figure of $175,000 was more than 
originally requested by the bank’s cus­
tomer. The figure was set after our ac­
count executive determined that the 
electronics firm could realize signifi­
cant cash and volume discounts (which 
would contribute to future profit­
ability) if it had the capital to buy its 
supplies for the DOD project in larger 
quantities than it normally did.

Along those same lines, several rec­
ommendations were made to the firm’s 
owners for an inventory realignment. 
The suggestions netted the company 
an additional, immediate $20,000 in 
working capital.

Benefits a specialist in current assets 
can provide are another advantage to a 
bank’s customers that comes from 
having the same individual fully versed 
in all aspects of secured lending. When 
just one man or woman is designated to 
handle a particular participation loan, 
both the customer and the bank lend­
ing partner are assured of better com­
munications, surer follow-through and 
a more informed monitoring of the 
borrower and the status of its secured 
collateral.

Our 15 regional finance centers 
across the country are fully staffed with 
experienced professionals. In practice, 
this means a participating bank, and its 
customer, can get an answer on a loan 
quickly, anywhere in the nation.

Financial strength. Experience. In­
tegrity. Efficiency. These are essential 
ingredients in the “right partner” for 
any bank’s participation lending. And 
given that “ right partner,” quite a few 
banks have realized that participation 
arrangements are the ideal way to ex­
pand their staffs — and their oppor­
tunities —  effectively without ex­
panding their payrolls or risks.

So while the “ideal” partner might 
not apply to your golf or tennis game, it 
decidedly does for your participation 
lending. And that’s doubly true for the 
bank that hasn’t yet gotten its feet wet 
in this type of secured lending, but 
wants to keep on growing with the 
competition. • •
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C o m m e rc ia l F in a n c in g —

Salve for Firm’s Growing Pains

IT’S BEEN CALLED a growth syn­
drome, and an increasing number 

of small companies are experiencing it.
Typically, the affected company is 

expanding rapidly. Chances are, sales 
have increased suddenly — exceeding 
expectations — and it’s becoming 
more and more difficult to keep pace 
with orders. To meet this new de­
mand, it may be necessary to order 
new equipment. Substantial material 
purchases are essential, and an in­
crease in employment may be over­
due.

But those additional inventories 
must be paid for, and the payroll met 
— long before sales turn into receiva­
bles and receivables into cash. Sud­
denly, the company finds itself in a 
cash bind.

That’s the growth syndrome — a 
company in need of money to sustain 
growth, but unable to generate the 
necessary capital internally — or at 
least, not able to generate it fast 
enough. And usually, the company has 
reached its credit limit at the bank.

It’s ironic, isn’t it, that those much- 
desired increases in sales may precipi­
tate financial pressures that inhibit the 
company’s ability to capitalize on the 
potential it has unearthed.

As a banker, you’ve seen a lot of this,

By STANLEY A. LEWY 
Vice President 

Aetna Business 
Credit, Inc.

East Hartford, Conn.

of course. And you know that a cau­
tious banker cannot ignore the fact that 
rapid growth often is structured on a 
low equity base. This sometimes 
means that it will be necessary to cut 
back on growth even if sales and prof­
itability are penalized as a result.

Sound banking demands that a loan 
officer be concerned with ratio re­
quirements. And while he may under­
stand that rapid growth is positively 
affecting other areas of a company’s fi­
nancial picture, he knows that it may 
have little appreciable impact on net 
worth. Therefore, a proposal for 
additional advances to a company with 
the growth syndrome may not meet 
bank credit criteria if it means a highly 
unbalanced ratio of debt to worth. In 
other words, while the company may 
need the loan for valid and justifiable 
reasons, a bank credit committee may 
not be able to approve it.

You’ve probably seen other symp­
toms of the growth syndrome — such 
as the rapidly expanding company that

"Bringing in a commercial 
finance company . . .provides 
an attractive solution for a 
banker when a client is con­
tem plating the most rapid  
means of growth —  acquisi­
tion. Many . . . debt/equity 
considerations noted for 
growth companies apply to 
acquisition situations."

contacts its bank for additional credit 
when it finds that overoptimistic plan­
ning or financial or operational set­
backs have led to low profitability and 
low working-capital levels.

When this happens, a banker often 
is faced with the unpleasant choice of 
declining a customer with a sizable de­
posit balance and a promising future, 
or insisting on infusions of equity to 
balance increased borrowings. Of 
these alternatives, one is undesirable 
and the other often impossible.

However, there is another option. 
The banker can refer, and perhaps par­
ticipate with, a commercial finance 
company such as Aetna Business 
Credit, Inc. (ABCI), to offer the 
growing company more funds than 
would be possible through the bank 
alone.

Normally, through secured lending 
in which a bank participates, commer­
cial finance companies can offer more 
funds for working capital or equipment 
purchases and plant expansion than 
the bank alone would be able to pro­
vide. Most importantly, the finance 
company’s collateral experts protect 
the bank’s investment, along with its 
own. Thus, the bank can comfortably 
retain a relationship with its customer.

Historically, such situations have 
worked well.

In a recent growth-financing situa­
tion, Aetna Business Credit was called 
on to assist a bank loan officer with a 
client who had encountered opera­
tional problems. The client, a man­
ufacturer of valves, had tripled its sales 
in a four-year period and had a prom­
ising future, but temporary setbacks 
had led to reduced profitability and an 
immediate cash crisis.

The bank was unable to justify 
additional advances and called on 
ABCI to provide secured financing, 
collateralized by accounts receivable 
and inventory. The bank participated
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in the loan, thereby retaining its de­
posit balances and its relationship with 
its customer.

In another case, a sizable food pro­
cessor and wholesaler had a significant 
marketing opportunity that required 
purchase of substantial raw materials 
for processing. Financial requirements 
associated with the increase in inven­
tory, however, exceeded the client’s 
credit limit. The bank referred the 
company to ABCI, which provided the 
funds. Subsequently, the bank joined 
ABCI in the loan. The company’s sales 
volume increased sharply as funds to 
support this expansion were supplied 
by ABCI and the bank.

As a result of successful operations 
and increased profitability, both these 
companies repaid their commercial 
loans and returned to the referring 
banks as larger, stronger and more sig­
nificant customers than they had been 
prior to their relationship with a com­
mercial finance company.

These cases point up what you, as a 
banker, already know — that financing 
a rapidly growing company in any stage 
of development often means dealing 
with requests for debt that may exceed 
normal lending guidelines. In such 
cases, referral and, possibly, participa­
tion with commercial finance com-

panies such as ABCI represent a prac­
tical alternative.

Bringing in a commercial finance 
company also provides an attractive 
solution for a banker when a client is 
contemplating the most rapid means of 
growth — acquisition. Many of the 
same debt/equity considerations noted 
for growth companies apply to acquisi­
tion situations.

One need only examine recent pub­
licity on the subject to witness the in­
creasing number of acquisitions — 
especially those where the smaller of 
the two companies has been the pur­
chaser — in which commercial finance 
has played an active role. This is be­
cause secured-lending techniques not 
only allow us to structure a sound 
financing program, but they also allow 
us to monitor an acquisition closely, 
especially in the early stages, when ab­
sorption is a concern.

Commercial finance services can as­
sist bankers in many growth situations 
where a client’s objectives prompt loan 
requests that exceed normal credit 
limits, or where they exceed the bank’s 
own lending limits. It’s evident that 
prudent referral and participation can 
benefit the bank through customer re­
tention.

And there’s another, less obvious,

advantage — the economic benefit of 
increased business activity, for both 
the bank and community. By helping a 
local business grow, the bank performs 
an additional community service. 
Growing companies generate greater 
income in the form of payroll dollars 
added to the local economy. A growing 
firm also requires more supplies and 
services, and this means more money 
for other local companies.

"Commercial finance ser­
vices can assist bankers in 
many growth situations where 
a clients objectives prompt 
loan requests that exceed nor­
mal credit limits, or where they 
exceed the bank's own lending 
limits."

Infusion of Funds Triggers Turnaround
The infusion of commercial finance funds triggered a dramatic 

turnaround in the fortunes of Hadco Printed Circuits, Inc. The firm 
received the annual National Commercial Finance Conference award 
for the achievement of outstanding success with the use of commer­
cial finance funds at the NCFC convention in Chicago last month. 
Hadco manufactures printed circuit boards used in a wide variety of 
electronic products.

For the fiscal year ended October 31, 1978, Hadco projects after­
tax profits o f $1.5 million on annual sales of $21 million. Back in 1972, 
prior to obtaining financing, Hadco had annual sales o f less than $3 
million and had not operated profitably for seven consecutive years.

Unable to obtain conventional bank financing, Hadco turned to a 
commercial finance firm.

Recognizing that Hadco had a quality product, the commercial 
finance firm determined that a secured lending program would right 
the undercapitalized company. Hadco was being impeded by its own 
rapid sales growth.

Hadco was loaned $666,000. The loan was collateralized by fixed 
and current assets and marketable securities.

Given operating room by the secured lending package, Hadco 
engineered a sharp turnabout. In less than a year, profits in excess of 
$600,000 were achieved on sales o f more than $5 million. When the 
loan was paid out in 1977 the company had annual sales of $15 million 
and profits of $900,000.
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Retail sales growth also may occur as 
employee consumption of goods and 
services increases, and deposits in 
savings and checking accounts likewise 
mirror the infusion of additional in­
come into the metropolitan area.

Thus, referrals and participations 
with commercial finance companies 
can do more than enable rapidly ex­
panding companies to capitalize on 
their growth syndrome. Cooperation 
between these lending institutions also 
can have a beneficial effect on the 
community the bank serves — an ef­
fect magnified many times over and 
that results ultimately in a major con­
tribution to the economic growth and 
social well-being of that community.

In short, the remedy for the growth 
syndrome also may serve as economic 
medicine for the whole commu­
nity. • •

Jake Butcher Loses
Jake F. Butcher, Knoxville banker, 

lost his bid for the governorship of 
Tennessee last month to Lamar Alex­
ander, Nashville attorney. Last May, 
Mr. Butcher stepped down as board 
chairman, CEO and executive com­
mittee chairman, United American 
Bank, and placed his holdings in that 
bank and in other banks in trust while 
he made the gubernatorial race.

Nat'l Bank Examiner Named
William L. Smith has been named a 

national bank examiner for the 10th 
National Bank Region, headquartered 
in Kansas City. He had been an assist­
ant examiner since joining the Comp­
troller’s office in 1963.
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Id e n tify in g  the N e e d  
F o r  a S e c u re d  L e n d e r

Th e  b u s in e s s  c o m m u n i t y
has become more demanding in 

requesting loans and services from 
banks. Secured lending is one means 
by which a bank can extend the ac­
commodations offered, but secured 
lending departments are an additional 
expense and require specialized per­
sonnel. Banks that don’t have in-house 
secured lending departments often 
utilize services of independent com-

^n addition to reducing the 
bank7s risk and possibly creat­
ing a demand for additional 
services, introduction of an in­
dependent secured lending 
company gives the participat­
ing bank a way out of a loan if 
such action becomes desira­
ble/^_______________________
mercial finance companies and thus 
are able to profit from providing in­
creased loans and services to growing 
customers, while maintaining cus­
tomer loyalty and keeping risk levels 
within desired parameters.

Identifying situations where se­
cured lending is advisable calls for an 
understanding of available alterna­
tives. This type of financing involves 
agreements whereby a financing in­
stitution advances funds to its clients 
either by making loans secured by as­
signment of open trade accounts re­
ceivable or by purchasing such receiv­
ables as they are created. The lender 
may purchase the invoices with or 
without recourse to the client. The 
lending institution then is repaid as the 
borrowers’ customers pay the invoices 
that have been used as collateral.

Possibly the most effective use of 
secured lending is found in rapid 
growth businesses, where expanding

By EDWARD L. BOYD 
President 

Southeastern 
Financial Corp.
Charlotte, N. C.

sales require financing beyond a bank’s 
ability or willingness to provide. Many 
rapid growth companies that have used 
secured lending to finance expanding 
sales have grown to become widely 
recognized names. Among these are 
Emory Air Freight, Nucor, Vitamin 
Corp. of America, Monsanto Co., Na­
tional Airlines, O. A. Sutton Corp., 
Lithium Corp., Diners Club of 
America, Dow Chemical and Conti­
nental Motors.

Secured lending is a flexible means 
of financing that can be applied effec­
tively to more than just rapid-growth 
companies. It can be used quite advan­
tageously in start-up and turnaround 
situations. Secured lending also can be 
used effectively in acquisitions where 
new owners require financial help to 
consummate purchases.

Commercial finance companies are 
staffed with people who are knowl­
edgeable in many different fields and

are able to offer their specialized ser­
vices to a broad spectrum of busi­
nesses. Generally, secured lending is 
utilized by manufacturers and 
wholesalers of standardized products 
that are sold in finished form. Terms of 
sale normally are finite as opposed to 
being on a consignment or installment 
basis. Reasons for this are that a se­
cured lender using receivables and in­
ventory as collateral should be able to

"The most commonly asked 
question from both banks and 
their customers is, 'How much 
does secured lending cost?7 The 
answer depends on type of 
program  requested and 
characteristics of the business 
requesting the service."

conduct an orderly liquidation in event 
of an insolvency.

A bank that participates with a se­
cured lender has the option of doing so 
either in factoring or accounts- 
receivable financing arrangements. 
With either alternative, the bank’s risk 
factor per dollar loaned is reduced to a 
lower level because the collateral 
(more often accounts receivable) is 
managed by a secured lending 
specialist.

From the standpoint of a participat­
ing bank, the differences between a 
factoring and accounts-receivable 
financing arrangement are relatively 
minor. A commercial finance company 
buys the receivables and guarantees 
payment of invoices in a factoring re­
lationship. It conducts at least quar­
terly audits of receivables and inven­
tory in a receivables-financing re­
lationship. Detailed audit reports are 
provided the bank on a routine basis. 
In either case, a bank can participate in
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lending against closely monitored col­
lateral that’s self liquidating.

The end result is that the customers’ 
needs are satisfied; the bank is able to 
retain account loyalty, and individuals 
making the loans are able to gauge risks 
much more accurately. Also, custom­
ers ability to generate more cash flow 
may result in more rapid expansion 
and create needs for other bank ser­
vices.

In addition to reducing the bank’s 
risk and possibly creating a demand for 
additional services, introduction of an 
independent secured lending com­
pany gives the participating bank a way 
out of a loan if such action becomes 
desirable. In times of tight money, or 
as a change in management philoso­

phy, a bank might want to reduce, 
temporarily clean up or eliminate 
selected marginal exposures. Partici­
pation of a secured lending company 
makes these options possible with­
out interrupting the customer’s 
availability of outside financial sup­
port.

The major advantage offered to the 
bank customer is the ability to leverage 
against accounts receivable (and in cer­
tain situations, inventory) without a 
corresponding increase in the debt- 
to-equity ratio. In factoring, accounts 
receivable are sold immediately and 
converted to cash. In accounts-re- 
ceivable financing, the customer bor­
rows against receivables as soon as they 
are created and thus is able to turn over

Financing Demands Rise With Inflation
Inflation will create increased demand for financing and factoring 

services, said Monroe R. Lazere, president, Lazere Financial Corp., 
and chairman, National Commercial Finance Conference, Inc. 
(NCFC), both in New York City. Mr. Lazere was keynote speaker at 
last month’s NCFC convention.

For example, he said, an operation selling the same volume in units 
in 1978 as in 1977 experiences an increase in dollar volume of 8-15%. 
If the firm is unionized, it’s likely that labor costs have risen substan­
tially. Depending on the size of the enterprise, it may or may not be 
able to put the increased cost into its price. Such an operation 
probably will be a candidate for secured financing because its re­
quired borrowings probably will exceed the accommodation available 
under unsecured lending ratios.

Larger and larger operations find themselves in this posture, he 
said. Therefore, average borrowings will be substantially increased. 
It follows that participations among lenders and other co-lending 
arrangements will increase, too.

Inflation twists different operations in different ways, Mr. Lazere 
said. Hence continued inflation undoubtedly will create increased 
demand for credit protection by vendors. And the demand will 
develop in many fields not traditionally covered by factoring.

Two problems must be attacked, he said. Studies have shown that 
the term “factoring” is anathema in some industries. Because of years 
of bad publicity, it’s associated with rigor mortis or other financial 
difficulties. But the same respondents like the services offered by this 
type of operation. This suggests that credit-risk management and 
cash-flow management services should be renamed so they can be 
marketed more effectively.

debt much more often than a normal 
receivables turn based on invoice 
terms would permit. Both forms of 
secured lending increase cash 
availability by reducing the operating 
cycle and reducing the need to main­
tain permanent working capital. By 
having a more positive control over 
cash flow, the customer is better able 
to take advantage of trade discounts, 
bulk discounts and off-season specials.

The most commonly asked question 
from both banks and their customers 
is, “How much does secured lending 
cost?” The answer depends on the type 
of program requested and characteris­
tics of the business requesting the ser­
vice. In general, an expanding com­
pany experiences savings that out­
weigh the cost. The only way to accu­
rately assess the alternatives is to work 
with secured lenders and allow them to 
perform an analysis.

Consulting with a commercial fi­
nance company won’t always provide a 
solution to a bank with a loan request 
from a potentially good, but not quite 
bankable, customer. Understanding 
the secured-lending alternatives will, 
however, enable both the bank and the 
customer to make a more thorough 
analysis and often arrive at a more 
profitable solution for both parties. • •

Good Citizenship Encouraged 
With Film-Series Donation
A film series of history, current 

events and future trends has been do­
nated to area junior high and high 
schools by American National, Chat­
tanooga, Tenn. A print of each film 
from the “ Screen News Digest” series 
was given to the Chattanooga City 
School System, Hamilton County 
School System and Chattanooga 
Hamilton County Bicentennial Li­
brary. Private schools will be able to 
use the library’s print.

John P. Wright, bank president, 
said the public service was to “help 
today’s students become tomorrow’s 
good citizens.” The Screen News Di­
gest was founded in 1958, and its eight 
films will be seen by more than 10 
million students across the country this 
school year.

The second problem, he said, involves insufficient credit informa­
tion that deters factors from entering some new fields. But, on the 
other hand, he continued, until such fields are penetrated, sufficient 
credit information will not be forthcoming. He suggested that the 
NCFC partially subsidize some credit agencies in such areas for a 
short time.

American National, Chattanooga, Tenn., do­
nated print of each film from series of eight to 
area junior high and high schools. From I.: 
E. LeBron Cox, librarian, technical services, city 
schools; Robert E. Lee, library and media services 
supervisor, Hamilton County schools; John P. 
Wright, pres., American Nat'l, and Raymond B. 
Witt, attorney and ch., Bicentennial Library.

He also advised NCFC members against favoring continued infla­
tion because it would expand the operations of the commercial fi­
nance industry.
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Financing Leveraged Acquisitions 
Is Joint R ole o f B anks, 
C om m ercial Finance Firm s

THE FLOURISH of corporate 
spin-offs by companies that be­

came conglomerates in the late 1960s 
has created exciting profit oppor­
tunities for commercial finance com­
panies and banks. A great many of 
these divested operations have been 
purchased by buyers whose equity 
contributions are relatively small. 
Hence, the popular term, “ leveraged 
acquisitions,” and the need for com­
plex, asset-based financing, usually the

"In a leveraged buy-out, the 
financing firm lends money on 
a secured basis, using existing 
assets of the divested sub­
sidiary or division as collat­
eral."

By STEPHEN C. DIAMOND

In a leveraged buy-out, the financ­
ing firm lends money on a secured 
basis, using existing assets of the di­
vested subsidiary or division as collat­
eral. An important additional feature of 
the financing agreement is the con­
tinual flow of working cash to the new 
company while it establishes itself.

To structure the financing, it’s gen­
erally required that there be accounts 
receivable, inventory and/or fixed as­
sets that can be appraised at reasonably 
accurate value. Collateral value must 
be sufficient to support a loan large 
enough to cover purchase price and 
provide ample working capital. How­
ever, more liberal collateral ratios can 
be applied to a company with a history

only way to make these projects possi­
ble.

Our company has helped finance 
about 50 significantly sized leveraged 
purchases in the past three years, 
ranging the industrial spectrum from 
soup mixes to pile drivers. In most 
cases, either a bank has referred the 
situation to us or we have brought the 
situation to a bank. Likewise, in most 
cases, a bank has participated in our 
financing program. We also have fi­
nanced many acquisitions requiring 
less funds, but which were no less im­
portant in the eyes of the buyers and 
participating bankers. Overall, the size 
of these divested units, in terms of an­
nual sales, has ranged from $1 million 
on up to $250 million.

In this article, we will present some 
of the mechanics of typical leveraged- 
acquisition situations, to illustrate how 
commercial finance firms and banks 
can cooperate profitably.
MID-CONTINENT BANKER for December,

Stephen C. Diamond is senior vice presi­
dent, Central Commercial Finance Divi­
sion, Walter E. Heller & Co., Chicago.

1978

or realistic projection of strong prof­
itability.

There are several methods by which 
funds can be provided and, most often, 
techniques are combined to structure a 
financing package. They include:

• Extending credit against the secu­
rity of accounts receivable under a one- 
to three-year financing agreement.

• Extending credit against the secu­
rity of the borrower’s inventories.

• Extending credit against the secu-

"The leveraged acquisition 
does, indeed, present com­
mercial finance companies and 
commercial banks with an ex­
citing opportunity to profit, 
especially under p ro fit­
squeezing conditions."

rity of plant and equipment, generally 
for a three- to seven-year term.

With these techniques in mind, let’s 
look at our first case, also an example of 
how we brought a bank into the situa­
tion as a participant in our loan.

Managers of an about-to-be- 
divested operating division sought to 
purchase it before the unit was sold to 
some outside interest. As is often the 
case, the prospective buyers had lim­
ited capital available. Therefore, it was 
necessary for them to borrow a large 
portion of the purchase price, and they 
could not secure adequate credit from 
any banks. As a result, the principals 
came to us. It’s important to note here 
that we re not interested in outright 
“bootstrap” ventures. While it’s true 
that we can use specialized techniques 
to provide financing when banks and 
other money sources cannot, we still
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prefer that new managers contribute 
some equity either from their own re­
sources or by bringing in investors. 
Also, we usually expect them to sup­
port their commitment to the new 
business with personal guarantees, 
often limited in amount.

The simplified financial statements 
of the firm in this example looked like 
this:

Sales....................  $40.0 million
Receivables........  7.0 million
Inventory............  7.5 million
Fixed Assets, Net 3.0 million 
Less: Current Liabilities

Assumed ........  (3.0) million
Net Book Value . 14.5 million
Purchase Price . . 7.5 million
Because evaluation of collateral and 

historic and projected earnings was 
favorable, we loaned $5,000,000 
against the receivables with a two-year 
continuing contract to lend 80% of the 
value of acceptable receivables. Also, a 
five-year term loan of $1,500,000 was 
written against fixed assets (there also 
could have been a loan made against 
inventory that could have gone as high 
as two-thirds the cost of raw materials 
and finished goods, but it was not made 
in this case). The financing package 
was completed by a combination of the 
seller taking back a seven-year subor­
dinated note for $1,300,000, secured 
by shares of the acquiring corporation 
and the new owners’ equity fund con­
tributions of $200,000. This financial 
package generated $500,000 over the 
purchase price, allowing for sufficient 
working capital.

Here’s how a bank entered the pic­
ture: When we determined we could 
make a loan of $5,000,000 against re­
ceivables, we felt it best to bring in a 
bank on a 50-50 participation arrange­
ment in that segment of the financing. 
We approached a bank we regularly 
deal with in that vicinity and presented 
the situation to it. The bank agreed the 
company had good potential and com­
mitted itself to the participation. (The 
bank also got the new company’s de­
posits and additional service business.)

We handle all administrative 
functions on the loan, and we re paid at 
our normal rate on our portion of the 
loan. The bank receives interest at its 
normal rate. Therefore, the client pays 
a blended rate that’s half way between 
the two. Interest is calculated on a 
daily basis of funds actually being used, 
so that the client never has excess 
funds accruing interest charges.

Our second case for presentation in­
volves a situation a bank could not pur­
sue because of lending policies. Yet it 
was an attractive proposition from all 
other banking-service standpoints and
36

because a good customer was involved. 
The bank wanted to exert every effort 
to make the deal possible.

The situation was brought to us, and 
we took a perceptive look at the pro­
spective buyers and their potential — 
the “assets” that don’t appear on a bal­
ance sheet — in order to come up with 
a financial program that utilized their 
full borrowing potential.

To summarize the background, the 
company’s three principals had been 
employees operating the U. S. im­
porting subsidiary of a foreign food 
products company. This unit had an­
nual sales of $15 million, but was doing 
business in an industry where volume 
is large and profit relatively small. The 
net worth o f the subsidiary was 
$600,000, and it had $1,000,000' in un­
secured credit from the bank, which 
referred the situation to us, but that 
line was guaranteed by the foreign 
parent.

Certain circumstances developed 
that made it favorable for the three 
employees to submit to the foreign 
owners a purchase offer amounting to 
$100,000 over book value. The owners 
agreed to sell for $900,000, and the 
prospective purchasers started their 
search for capital funds.

Personally, the three men were able 
to come up with only $100,000 without 
incurring unreasonable individual in­
debtedness. One arrangement that 
was offered to them would have pro­
vided the cash necessary for the pur­
chase and working capital, but it was 
tied to the delivery of stock warrants 
amounting to 20% of the company. 
This was a rather distasteful prospect at 
the outset of the venture, and one that 
would have become even less palatable 
to the new owners as the company 
grew.

Specifically, we found that the key to 
making the deal possible would be the 
close and dependent relationships be­
tween the new company and its foreign 
suppliers: All of them were willing to 
extend terms of 90 days or more. Be­
yond that, the inventory would be 
highly salable and nonperishable and 
could be expected to turn six times a 
year. Much of it would be in public 
warehouses and controllable under 
warehouse receipts, against which 
50% o f cost cou Id b e loaned. 
Moreover, the subsidiary books 
showed that accounts receivable would 
be excellent with an average turn of 
30-40 days, justifying an 85% loan ad­
vance.

The net result was that Heller gave 
the company a $ 1,500,000 line of credit
— with the bank participating at 50%
— which was enough to complete the

acquisition, as well as provide a com­
fortable amount of working capital. 
The financing continued on a revolving 
basis as the firm developed its busi­
ness. Additionally, suggestions by the 
Heller operating staff helped the com­
pany’s management tighten up inter­
nally, bringing about better control of 
resources than had been achieved 
under former ownership.

The company progressed well. In 
just 20 months after the acquisition 
date, the new company became fully 
bankable. It was able to obtain unse­
cured credit from the participating 
bank. The amount was sufficient to pay 
off our portion of the loan and to leave 
adequate working funds for opera­
tions. The bank had a prospering new 
customer, and equally as important, 
the new venture’s owners had retained 
100% ownership of their company.

The leveraged acquisition does, in­
deed, present commercial finance 
companies and commercial banks with 
an exciting opportunity to profit, espe­
cially under profit-squeezing condi­
tions. Faced today with the added 
burdens of service instruments like 
NOW and AFT, and narrowing 
spreads, banks can well use additional 
ways to bolster profits.

Besides, when you think about it, it 
seems that banks ought to be in the 
vanguard o f acquisition activity. 
They’re likely to be the first ones to 
kn ow, well before distant money 
sources, possibly as early as the time 
when thoughts begin to dance in the 
heads of eventual buyers. If these 
financing opportunities go begging, 
banks shortchange themselves, the 
American entrepreneurial spirit and 
their communities. • •
To Promote Safety:

Free Money-Order Service 
Offered to Taxpayers

To help tax receivers minimize their 
handling of and security with money 
from real estate and school-tax collec­
tions, National Bank of North America, 
New York City, has started a free 
money-order service.

Residents may present their tax bills 
at local branches of National Bank with 
cash or checks for the amount, and 
clerks will issue money orders for the 
tax bills at no charge. Taxpayers do not 
have to be regular bank customers.

Bank officials hope the service 
primarily will aid senior citizens so 
they can avoid carrying large cash 
payments. Branch managers have 
been issued specific tax due dates of 
local communities and school districts. 
Tax receivers also have been notified of 
the free service.
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L o a n  P a rtic ip a tio n s :

A Way to Meet 
Competition—Safely

AS WE all know, consistency and 
dependability have been the 

mainstay of the client/lender relation­
ship. However, since the later ’60s, 
our business community has had to live 
with two facts of life: capital shortages 
and high inflation rate.

Suffice it to say, these two factors 
have caused numerous problems for 
both lender and borrower. Some of the 
more relevant are: 1. Narrowing profit 
margins due to rapidly rising material 
costs that cannot be passed on im­
mediately to customers. 2. Increasing 
replacement costs of capital goods have 
made depreciation rates totally ineffec­
tual. 3. Tremendous jumps in labor 
costs with no corresponding increase 
in productivity. 4. Uneven or negative 
earnings caused by rapid changes in 
economies of various industries. 5. 
Raw product shortages. 6. Inflation 
means more dollars are needed if a 
company is to maintain its production 
level.

Let’s examine a situation that’s be­
coming increasingly common in the 
banking industry. Your client is a 
well-managed but undercapitalized 
manufacturer that has gradually built 
sales volume to over $6 million as of 
last calendar year. Profits have been 
plowed back into the company each 
year, but, because of inflation and the 
development and marketing of a new 
product over the past 2Vz years, the 
company’ s liquidity has suffered. 
However, because of an infusion of 
government funds in your client s 
market (which is related to mass trans­
portation), sales seem to be taking off 
this year. The company’s investment 
in current assets is rapidly outstripping 
its capital base with the inevitable ef­
fect of trade payables being stretched 
to the limit. Your client has a history of 
conservative and prudent expansion

By HOWARD J. MULLIN 
Vice President

Associates Commercial Corp. 
Chicago

and feels that sales volume will con­
tinue to increase. Therefore, he wants 
to take advantage of further economies 
that can be had by the acquisition of a 
slitting line to handle coil steel. Capital 
expansion will cost approximately' 
$350,000. Another $350,000 would be 
necessary to bring his payables back 
into line, but requirements in this area 
should increase if projections are accu­
rate.

As this firm’s lender, you are caught 
in a common quandry: You believe in 
the company’s potential and manage­
ment’s ability to act in a prudent and 
profitable manner. Yet, increased 
leverage in light of uncertain general 
economic conditions pushes the risk 
inherent in this new loan request be­
yond the parameters acceptable to 
your bank.

At this point, let’s examine your op­
tions. The situation requires two loans:
1. A term loan to handle the company’s

MID-CONTINENT BANKER for December, 1978

capital requirements. 2. A line of 
credit that will adequately meet fluc­
tuations that undoubtedly will appear 
in the firm’s current assets. The prime 
rate is getting closer to 12% everyday, 
and possibilities of a recession are be­
coming all too real. Therefore, it seems 
probable that payment may not come 
through normal cash flows, and the 
loan, therefore, should be tied to col­
lateral. Certainly, well-monitored 
secured lending may provide a viable 
solution to this problem, but your 
bank’s abilities do not extend to this 
area. You can either turn down the 
request or find a secured lender to par­
ticipate in the loan and monitor the 
collateral.

At this juncture, selection of the 
right partner is a critical decision. Cer­
tainly, your risks may well be unac­
ceptable if your partner’s expertise in 
collateral control as well as liquidation 
are not of the highest quality. How­
ever, you hope this client eventually 
will become fully bankable. Therefore, 
it’s imperative the secured lender have 
the requisite professionalism to under­
stand the client’s needs and be respon­
sive to them. By the same token, it is 
important that he retire gracefully 
from the credit when you are able to 
handle the loan comfortably by your­
self. If the job has been done correctly, 
you will have extended the bank’s 
ability to maintain and expand a client 
relationship while, at the same time, 
reducing the bank’s risk and keeping 
bank examiners happy. Finally, there 
should be a direct reduction in loan 
administration and an increase in de­
posits, payroll and, possibly, pension 
administration.

Large or small, banks of all sizes are 
using Associates and companies like it 
to meet the needs o f the above- 
described client, as well as the prom-
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ising prospect whose needs currently 
stretch beyond the bank’s ability to 
meet them.

Financing the leveraged acquisition 
is a loan uncommon to most banks but, 
on the other hand, is a classic situation 
for Associates and other strong finance 
companies to provide a bank with the 
services that have been heretofore de­
scribed. One such deal involved a 
midwestern bank that had been re­
quested by a local company’s treasurer 
to provide the money necessary for 
him and a management group to pur­
chase the operation from its parent. 
The firm had been acquired five years 
earlier, but had not prospered under 
its new owners. The buying group, 
which was composed of four long­
standing managers, knew the losses 
came as a result of the parent’s mis­
direction and further felt that the com­
pany could be brought into a profitable 
basis in a short time. They specifically 
defined areas where costs could be cut 
and provided their banker with what 
appeared to be a very solid plan of 
reorganization. However, in light of 
the firm’s past history and the great 
deal of new debt that would be in­
curred, the banker rightfully decided 
this deal was not the bank’s cup of tea 
and called Associates. A prudent game 
plan, he reasoned, often will be 
changed when it’ s implemented. 
Therefore, until the buying group was 
able to prove its assertions, the bank 
would have to remain in the back­
ground. However, if Associates was 
willing to make the loan, the banker 
felt confident his participation in the 
loan would be safe even under the 
most adverse conditions.

With Associates’ direction and ad­
vice, the buying group was able to 
negotiate an acquisition of the assets 
subject to few liabilities at a sizable 
discount from book value. Associates 
provided enough money to complete 
the acquisition and provide a good 
margin of working capital above and 
beyond the 30-day, open-credit terms 
negotiated with the company’s 
suppliers. Both our firm and the 
banker felt the structure of the new 
loan would provide the new manage­
ment team with more than enough 
time to reorganize the company and 
still keep the debt within comfortable 
limits. Certainly, through his partici­
pation in this deal, the banker was able 
to secure a new customer whose poten­
tial for success was, in his judgment, 
very high.

More importantly, use of Associates’ 
expertise provided the bank with the 
best of all possible worlds for this situa­
tion. On the one hand, the new client

Donahue Named NCFC Ch.
CH ICAGO —  Russell B. Don­

ahue was elected chairman, National 
Com mercial Finance Conference 
(NCFC), at the group’s convention 
last month. Norris S. Griffin was 
elected president.

Mr. Donahue is executive vice 
president, Associates Commercial 
Corp., Chicago, and was formerly 
N C FC president. Mr. Griffin is 
president and CEO, Bank of Virginia 
Credit Corp., Richmond, Va.

DONAHUE GRIFFIN

Stephen C. Diamond, senior vice 
president, Walter E. Heller & Co., 
Chicago, was elected a vice presi­
dent o f the conference.

Reelected vice presidents were: 
Barry I. Newman, senior vice presi­
dent, Aetna Business Credit, Inc., 
Hartford, Conn.; John F. Nickoll, 
president, Foothill Group, Inc., 
Beverly Hills, Calif.; and Melvin E. 
Rubenstein, executive vice presi­
dent, Rosenthal & Rosenthal, New 
York City.

NCFC is an association o f com ­
mercial finance and factoring indus­
try firms. The industry is expected to 
provide small- and medium-sized 
businesses with funds in excess o f 
$75 billion this year.

would be a strong loyal customer if it 
proved successful, while, on the other 
hand, the bank’s position would be 
secure if management’s plan did not 
work out. Secured lending made it 
possible for the bank not only to 
be extremely competitive, but also 
safe. • •

N O W  Accounts to Be Offered 
By Chase Manhattan Bank,
But No Automatic Transfer

NEW YORK CITY — Chase Man­
hattan will begin offering negotiable- 
order-of-withdrawal (NOW) accounts 
January 2, but has decided against of­
fering automatic-transfer accounts. As 
part o f major banking legislation 
passed October 15 in the final hours of

the 95th Congress, authorization was 
given all financial institutions in New 
York State to offer NOW accounts.

According to spokesmen for Chase 
Manhattan, the bank believes it’s in 
consumers’ best interests not to offer 
automatic-transfer service. By moving 
directly to NOW accounts, the bank 
hopes to avoid presenting its custom­
ers with a confusing array of product 
designs and pricing structures. This 
also will eliminate the need to change 
accounts when NOW becomes effec­
tive.

Chase Manhattan’s NOW account 
will operate like a checking account 
except that a customer will earn inter­
est at an annual 5% rate compounded 
and paid monthly. The bank’s cash- 
reserve-overdraft protection, available 
to checking-account customers, also 
will be available in NOW accounts.

Charles Buchta, Chase vice presi­
dent and product manager, says exist­
ing customers may convert their 
checking accounts, retaining their 
present account numbers and checks 
and receiving the same kind of state­
ment.

“Although we now are reviewing the 
pricing of this new service,” Mr. 
Buchta says, “we believe our custom­
ers will find it equitable and consistent 
with other consumer-banking prod­
ucts.”

FBI Director Williahi Webster 
To Speak at BAI Conference

FBI Director William Webster will 
be the keynote speaker at the BAI’s 
10th national conference on bank secu­
rity. He is expected to discuss the de­
partment’s role in bank crime, par-

WEBSTER

ticularly as it relates to the GAO’s re­
cent effort to reduce the FBI’s budget 
for bank investigation.

The conference will be held April 
1-4, 1979, at the Shoreham/Americana 
Hotel, Washington, D. C.
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\bu’ve helped your best customer

Now Commercial Credit. You’ve probably seen it happen. You
nurture a growing commercial customer until he thinks it s time to move on to a larger bank or 
a commercial lender.

That’s when it’s helpful to have Commercial Credit Business Loans, Inc. at your side.
By taking over the loan requirements or with a participation loan, we can help your bank 

appear larger. Other banking services are not disturbed.
With Commercial Credit Business Loans, Inc., you can offer your customers the advantages ot 

over sixty-five years of experience in structuring financing programs to meet their needs. And
service by experienced professionals. . . . r ,

Other opportunities for working together include high leverage acquisitions, when specialized
collateral control is needed, and rapid growth situations.

Call or write today for a talk with one of our Financenter representatives.
Capitalize on our participation. Call CCBL, Inc., now.

We find ways to help.

CO M M ERCIAL CREDIT
BUSINESS LOANS

<S§>a financial service of 
CONTRpL DATA CORPORATION

Commercial Credit Business Loans, Inc. is part of the $4 billion Commercial Credit/ 
Control Data corporate family, which also offers vehicle leasing, equipment and aircraft 
financing and leasing, factoring, bad debt insurance, collection services, real estate 
financing, and much more.

For immediate action, or additional information, call your nearest FINANCENTER. 
ATLANTA(404)5254938BALT1MORE(301)727-3338BOSTON(617)482-0(X)1CHARIX)TTE(704)373-1721
CfflCAGO(312)332-3716CINCINNATI(513)721-2962CLEVELAND(216)886-6383DALLAS(214)747-4295DETROIT(Southfield)
(313)569-0366HOUSTON(713)523-6600JACKSON(Miss.)(601)373-6252KANSAS CITY(816)474-0202
LOS ANGELES(213)386-6871NEW YORK(212)679-7725SAN FRANCISCO(415)982-6362WILMINGTON(302)571-0873
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Study Results:

Bank Services Use Up 
By Christmas Clubbers

An increase in the value of Christ­
mas club accounts as cross-selling de­
vices is evident from findings of a re­
cent research study made by Unidex 
Corp. for Christmas Club a Corp., 
Easton, Pa.

According to the study, which made 
comparisons with a similar study made 
two years ago, use of regular passbook 
savings grew from 85.7% to 89%, six 
percentage points higher than among 
non-users of Christmas clubs. Use of 
installment loans by club holders 
climbed to 51.5% from 39.3% in the 
two-year span between studies. Use of 
other types of savings clubs, such as 
vacation clubs, among Christmas club 
users nearly doubled — from 11% to 
20.2% .

The length of time Christmas club 
accounts are active increased, too, 
with 9.8% of accounts being held less 
than one year in the new study (com­
pared with 15.2% in 1976) and 26.8% 
being held 10 years or more (compared 
with 23.5% in 1976).

Female heads of households hold 
50.3% of the total number of Christmas

Checking account ...............................
Regular passbook savings account
C ertifica te  o f deposit .......................
Installm ent loan  ..................................
O v e rd ra ft checking ............................
O th er types o f savings club . . . .
Bank cred it card  ...............................
O th e r cred it card  ...............................

User Non-user
9 2 .4 % 9 2 .9 %
8 9 .0 % 8 3 .0 %
4 1 .9 % 3 4 .9 %
5 1 .5 % 3 8 .8 %
2 2 .7 % 2 0 .5 %
2 0 .2 % 2 .0 %
5 0 .0 % 5 5 .7 %
2 9 .3 % 3 0 .0 %

clubs in the study. Male heads of 
households hold 19% and 26.7% are 
jointly held.

While 73.3% of Christmas club 
funds are used strictly for Christmas- 
related purchases, 5.6% are used for 
tax payments. The latter figure has tri­
pled over the past two years.

Commercial banks have been losing 
out to thrifts in the percentage of 
Christmas club activity. While com­
mercial banks sold 78.3% of the 
Christmas club accounts in 1976, they 
sold only 71% this year. S&Ls club 
sales jumped to 13% from 9.7 % over 
the two years between studies.

It’s estimated that 12.1% of all 
households in the country maintain 
Christmas club accounts, up from 
11.8% two years ago.

The above chart compares the use of 
other bank services by Christmas club 
account holders and non-holders.

Bank Buys EDP Firm
First National, St. Louis, has pur- 

ch ased Financial Computing Corp., 
formerly a subsidiary o f TG 
Bancshares, St. Louis.

Financial Computing provides 
bank data processing services for 
about 80 banks in the northern half of 
Missouri and western Illinois. The 
firm is headquartered in St. Louis, 
but has operations in Columbia, 
which is near the geographic center 
of its customers.

SFC and Banks:
The perfect blend of services.

When your customer's needs demand 
higher leverage than your bank allows, it 
makes sense to call in SFC. We can fund 
the difference between your bank's limit 
and the amount your customer requires.
SFC assumes part o f the risk — or all of 
it if you  choose not to participate. In fact, 
we can offer your clients a complete range 
of financial services.

SFC can finance current assets allowing your 
customers a revolving line of credit.

We'll finance his accounts receivable charging 
only for monies in use on a per diem basis.

O r we can factor his receivables, assuming the 
risks concerning credit, collections, and bad debts.

SFC is a subsidiary o f American Credit 
Corporation (NYSE), a diversified financial com ­

pany with assets o f more than 700 million.
SFC and Banks. Together we're the perfect 

blend o f services. To find out more, contact our 
representatives in Charlotte or Dallas.

O
Southeastern Financial Corporation
Charlotte: 201 South Tryon St., Charlotte, N.C. 28202 (704)372-7000 
Dallas: 1111 Mockingbird Lane, Dallas, Texas 75247 (214)630-5101

F actoring A cc o u n ts  R ece iv a b le  Financing — E quipm ent Financing — In v en to ry  Financing  — Leasing
A  subsidiary of American Credit Corporation, Charlotte, N.C.
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PmlSrmers
Shouldn’t your bank forms be in their hands!
It takes a lot m ore than just a printing 
press to satisfy a bank’s form s needs. It 
takes specialized equipm ent and ma- 
terials, a rigid quality control program , 
and a production  system 
that will provide 
form s quickly and 
correctly. But 
mostly, it takes 
professionals 
w h o under­
stand the 
unique form s 
needs o f  
banks and 
h ow  best to 
satisfy these 
needs.
This is exactly 
what you  get 
w hen  you  place 
your form s needs 
in the hands o f  the 
Pro Formers at 
D eluxe. These pro­
fessionals know  
h ow  to design and 
produce form s that 
will help your internal 
operations function 
sm oothly and efficiently.
There are standard form s 
to fit practically any need, 
including: O verdraft N otices,
C harge B ack Form s, D eb it and 
C red it Form s, C ash  In and C ash

O u t Tickets, C ontrol D ocum ents and 
Savings D eposits and W ithdrawals; to 
m ention a few. In all, there are m ore 
than 80 standard form s. If you  can’t

find on e to suit 
your needs, a cus­

tom  form  can be  
prepared for a 

m odest one-tim e 
make up charge. 
O rders are pro­

duced  within 
10 days o f  re­

ceipt, or earlier 
if needed, and 

the standard 
D eluxe guar­
antee applies. 
If you  are not 

com pletely satis­
fied, the job  will 

be  rerun at n o 
charge! 

M ake sure your 
internal operation 

runs smoothly. 
U se the Pro Formers 

from  D eluxe. For 
a catalog, price list and 

inform ation, contact:

DELUXE
CHECK PRINTERS. INC.

FORMS DIVISION/P.O. BOX 43497/ST. PAUL, MINNESOTA 55164
1-800-328-9584

MID-CONTINENT BANKER for December, 1978 41

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



THOMAS B. ANDERSON
2063 MT. PLEASANT RD., PH. 851-0811 /9

101

I J
M ■■3ÙC.

w HARLAND BANK
ANYWHERE, YOUR STATE303*5

► ■ :o q o o o o o o o i :  i  s 31. sg, ?„■

THOMAS B. ANDERSON
2063 MT. PLEASANT RD.. PH. 8 
ANYWHERE. U S A. 12345

^ □ o o o o d o o o i :  w ä u  s e , ?«•

THOMAS B. ANDERSON 
2063 MT PLEASANT RD. PH. 8510811

1 0 1

ANYWHERE. U S A 12345 ~0ÖJT

HARLAND BAN K
ANYWHERE, YOUR STATE30345

" s D

'-^•■loadoooooo*: 1 s m  so. ?»■

THOMAS B. ANDERSON
2063 MT. PLEASANT RD.. PH. 8 
ANYWHERE. U.S.A. 12345

•i : o o o q o o o o o «: 31« 59, ?•••

p  ........................ ...........' “ c L r R i t o t k r s i O f l101
THOMAS B. ANDERSON

2063 MT PLEASANT RD. PH 8510811

lu tte
i B u m * ..- ........ ....................:

~000
. J  £ ......

HARLAND BANKANYWHERE. YOUR STATE30345

I - . : o o o c o o o ó o > : i ?  i t ,  s& ?••

I _______________ _____________________

THOMAS B ANDERSON 
2063 MT PLEASANT RD. PH 851 -0811 
ANYWHERE. U S A 12345

¿ • :o o o o o o o o o » :  i  a 31« s e , ?«•

THOMAS B. ANDERSON
2063 MT. PLEASANT RD.. PH. 851-01 

ANYWHERE. U S A. 12345

.Dollars

¡Pilli

THOMAS B. ANDERSON 
PLEASANT RD.. PH. 8 

ANYWHERE. U.S.A. 12345

r*:ooooQOOoo»: i 31* se,

M  M  A  M  19

I m
T H O M A S  0  AN D E R S O N  W 3XW& MT, PLEASANT MD f*M && f -a

rm»armm

zie—: HpBMwwMBBgssaE
T H O M A S  B  A N D E R S O N

HAftLAA/O HAWK

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



THOMAS B. ANDERSON 
3 MT. PLEASANT RD, PH. 661-0811 

ANYWHERE. U SA 12345
THOMAS B. ANDERSON 

2063 MT. PLEASANT RO.. PH. 851 -C 
ANYWHERE. U SA 12346 ooooo00-000ÖÖÖ“

HARLAND BANK
ANYWHBU, YtMJKSTATI30343

T H O M A S  B  AW 3 % MT. *UM«ftMN¥ WD

DESIGNER. Harland's 
Designer series offers your 
customers the graceful sym­
metry arid vivid colors o f 
delicate stained glass. Shown 
with leather signet cover in 
top stub style. (The Designer 
is even available as a 
duplicate-copy check.)

ENGRAVER. Harland's 
Engraver series lets your 
customers enjoy the elegance

o f history and the conve­
nience o f personalization. 
This collection mirrors the 
craftsmanship o f fine, old 
engravings and combines 
design elements o f actual 19th 
century bank checks. Shown 
with leather signet cover in 
wallet style.

WALL STREET BUSINESS 
CHECKS. Three impressive 
ways for your business cus­

tomer to make a definitive 
statement about his or her 
business philosophy. Choices 
o f Slate, Bronze and Burgundy.

H AR LA N D
John H. Harland Com pany 
Check Printers 
P.O. Box 105250 
Atlanta, Georgia 30348

101

Dollars

HARLAND BANK
ANYWH0& YOIM STATE 3H34S

Signed
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Deposit Guaranty Hosts Correspondent Conference

Speakers on banking, economics and tax planning highlighted the annual correspondent bank 
conference hosted recently by Deposit Guaranty National, Jackson, Miss. Speakers included William 
T. Dwyer, vice president, First National, Chicago, speaking on "Achieving High Performance for Your 
Bank"; Carter H. Golembe, chairman and CEO, Golembe Associates, Washington, D. C., who 
discussed "Challenges and Opportunities Ahead for Community Bankers"; and Donald C. Siekmann, 
Arthur Andersen & Co., Cincinnati, who spoke on personal tax strategies for bankers. Photo shows 
asset/liability management panel. At podium is moderator Robert C. Garraway, vice chairman- 
financial, Deposit Guaranty National. Also on platform are William R. Boone, E. B. Robinson Jr., 
William A. Whitney and Thomas M. Hontzas. All are host-bank executive vice presidents except Mr. 
Hontzas, who is a senior vice president.

A SYSTEM FOR A BANK 
TO GENERATE BUSINESS 

WITH BANKERS’ 
ACCEPTANCE FINANCING

The Lawrence System provides collateral management and warehouse 
receipts so that any bank can create acceptances eligible for discount. 
This improves your liquidity, maximizes your yields, and helps you 
bring in new business by offering flexible financing at favorable rates.

For information, write or phone Lawrence Systems, Inc., 37 Drumm 
Street, San Francisco, CA 94111.415-495-8100 or 800-227-4644.

THE LAWRENCE SYSTEM
A COLLATERAL MANAGEMENT SUBSIDIARY OF INA

Paper 'Blizzard'
(Continued from page 9)

feet, almost encouraged excessive de­
mands by customers by its loss- 
producing actions.

More than a few country banks don’t 
mail checks to all their customers. 
Rather, customers pick up their checks 
at their convenience. I have known 
some banks whose customers didn’t 
pick up their checks for months at a 
time.

As a university professor, I observe 
that many students have become so 
enamored with check drawing that 
they pay small bills by check to avoid 
using cash. By the same token, I have 
talked with executives in banks pa­
tronized by students. These bankers 
note that the student accounts are un­
profitable.

It may be an act of charity to accept 
such accounts, but those bankers ap­
parently fail to recognize that subsidi­
zation of these low-balance, high- 
activity accounts actually is a form of 
discrimination against accounts that 
maintain sizable balances.

Some banks have reevaluated low- 
balance, high-activity accounts and 
have instituted charges of $3 or more a 
month on low-balance accounts. Such 
fees result in loss of these low-balance 
accounts and, thus, the bank can 
eliminate some of its losses in this area.

The following figures, found in the 
Fed’s functional-cost-analysis figures 
for banks in the $50-million to $200- 
million size, can be compared with 
your bank’s figures. The figures show 
that the average size of a no-service- 
charge account is $984. The condi­
tional income account per month is 
610, and the net earnings account per 
month is 280. A special checking ac­
count that had an average balance of 
$397 resulted in a net loss of 580 per 
month.

Such figures clearly indicate the 
need on the part of many bankers to 
review the average size of their bank’s 
checking accounts and establish new 
service fees in which low-earning or 
negative-earning accounts are con­
verted to accounts that are profitable.

The effect of such a policy will not 
only help to reduce the number of un­
profitable accounts a bank carries, but 
will tend to help reduce the paper bliz­
zard that threatens to “snow” bank op­
erations. • •
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At Third National, we 
have the largest, most com­
plete, and most experienced 
Trust Department in the Mid- 
South. And we’d like to work 
with you in providing your 
customers the services you 
are not yet ready to offer on 
your own.

Among the services we 
can make available to you are 
pension and profit sharing 
plans. W e’ll be pleased to 
work through you to provide 
your customers with the right 
plan for their special needs. 
And, if you need such a plan 
for yourself, we’ll be most

happy to work with you on 
that, too.

For any correspondent 
banking need, just give us a 
call. Our Tennessee W A TS 
line is 1-800-342- 
8360. In neighbor 
ing states, dial 
1-800-251-8516.

THIRD ! 
NATIONAL 

BANK

In Nashville
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ATMs, NOWs, Innovations, Attitudes 
Spotlighted at BMA Convention

BANKERS attending the recent 
Bank Marketing Association 

convention in Chicago were told that 
automatic transfer services (ATS) are 
likely to be dubbed the “ Edsel” of the 
financial industry once bankers be­
come aware of the lackluster perform­
ance such services are expected to 
chalk up in the future.

When compared to NOW accounts, 
ATS is “ the biggest yawn consumers 
have had in years,”  said Edward 
Furash, a managing associate for 
Golembe Associates, Washington, 
D. C.

He predicted that S&Ls soon will 
give up their fight against nationwide 
NOWs, “and once that happens, the 
ball game is over.” Few legislators will 
be able to resist consumer pressure to 
make NOWs available throughout the 
nation once consumers realize that

NOWs amount to interest-paying 
checking accounts.

Legislation permitting NOW ac­
counts in New York state was passed on 
the eve of the BMA convention, which 
made the topic a popular one at the 
meeting.

Mr. Furash, who is a veteran ob­
server of NOW accounts, told his audi­
ence that one pitfall to be avoided in 
dealing with NOWs is pricing services 
on the basis of spread and money costs, 
when interest rates are too high or too 
low. “ NOWs must be priced across the 
whole interest-rate cycle,” he said.

Another speaker told bank market­
ers that consumers are becoming more 
sophisticated on managing their funds. 
The time is past, he said, when con­
sumers put their funds in a bank and 
left them there irregardless of higher 
rates being paid by thrifts.

Donald G. Long, finance industry 
consultant for IBM Corp., said bankers 
should no longer assume that their cus­
tomers are “dummies” when it comes 
to earning the best interest on their 
funds.

He said bankers couldn’t count on 
corporate accounts to supply the major 
portion of deposits. He predicted that 
two-thirds of bank funds will come 
from consumers by 1985.

He also warned that the rate of 
growth of expenses of the retail side is 
outpacing income so that the return 
relative to retail assets, equity and 
capital will be substantially down by 
1985 unless banks stage a major re­
pricing effort.

He said that opportunities for re­
pricing services exist throughout the 
retail side of banking.

Speaking on the trend of bank regu­
lators to foster deregulation and pro­
mote receptiveness to innovation, 
keynote speaker Muriel F. Siebert, 
New York State superintendent of 
banks, warned commercial bankers 
that “our frankness and receptivity can 
be a two-edged sword for you because 
we will take a good idea that seems to 
offer net benefits to the public from 
any source, even if that causes short­
term dislocations for our bank or your 
industry.

“The onus is on you,” she said, “to 
come up with innovations that benefit 
your own marketing position.”

She predicted an era of greater free­
dom in which regulators will authorize 
the development of a wide range of 
new bank services.

Continental Bank, Chicago, took top 
honors in the Golden Coin Awards 
competition with its “Center for Eco­
nomics and Business Studies” entry. 
The same entry won the top award in 
the public affairs category.

The bank’s center teaches high 
school students economics, personal 
financial planning and business skills, 
familiarizes them with local business

BMA 1979 officers in­
stalled at convention 
include (from I.) Treas. 
Barry I. Deutsch, Pres. 
Arthur B. Ziegler, 1st 
V. P. Norwood W. Pope 
and 2nd V. P. Ronald E. 
Hale.
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BMA dirs. installed at convention were (from I.) Smith W. Brookhart III, pres., Peoples Bank, Branson, 
Mo.; William J. Jasset Jr., v.p., Worcester (Mass.) North Savings Bank; Robert T. Perdue, v.p., South 
Carolina Nat'l, Columbia; James H. Bowersox, v.p., California Canadian Bank, San Francisco; 
Kenneth J. Pennebaker, e.v.p., Twin City Bank, North Little Rock; and Barksdale F. Roberts, s.v.p., 
First Nat'l, Louisville.

and financial organizations, career op­
portunities and expands their attitudes 
toward business, labor and industry.

Films, role-playing exercises, finan­
cial publications, newspapers and 
printed materials furnished by par­
ticipating firms were used to supple­
ment textbooks and materials de­
veloped by the Chicago Public Schools 
department of curriculum.

First Mississippi National, Hatties­
burg, won a trophy for outstanding 
achievement in its size categories for 
its minority assistance program.

A TV commercial for Manufacturers 
Hanover Trust, New York, received a 
‘"gold best” trophy in the “ Best of TV” 
competition. Also honored for TV 
commercials were the following Mid- 
Continent area banks: Bank of New 
Orleans; First National, Dallas; Conti­
nental National, Fort Worth; Houston 
National; Harris Bank, Chicago; Texas 
Commerce Bancshares, Houston; 
First National, Birmingham, Ala.; 
First Tennessee, Memphis; and Na­
tional Bank of Commerce, San An­
tonio.

The Indiana BMA chapter received 
the “ Chapter of the Year” award, made 
annually to the chapter that has best 
demonstrated consistently superior

performance in overall management. 
Receiving the award was H. Fred 
Miller, vice president-marketing, 
Citizens Bank, Michigan City, Ind.

Four BMA members were inducted 
into the BMA Presidents Club during 
the convention. They were honored 
for their efforts to secure more mem­
bers for BMA. They are: Robert M. 
Maddox, president, Peoples Bank, 
Meridian, Miss.; D. J. White, vice 
president and director of marketing, 
Republic National, Dallas; Marshall C. 
Tyndall Jr., senior vice president and 
director of marketing, Texas Com­
merce Bancshares, Houston; and Paul 
F. Steen, president, Group Seven, 
Metairie, La.

Arthur B. Ziegler, executive vice 
president, Marine Midland Bank, 
Buffalo, N. Y., was installed as BMA 
president during the convention. Also 
installed were: Norwood W. Pope, 
vice president-marketing, Sun Banks, 
of Florida, Lake Buena Vista — first 
vice president; Ronald E. Hale, senior 
vice president, City National, Bryan, 
Tex. —- second vice president; and 
Barry I. Deutsch, manager, informa­
tion and planning, Mellon Bank, 
Pittsburgh — treasurer. • •

Gall Receives BMA Award
William R. Gall, senior vice presi­

dent, Republic National, Dallas, was 
named “Trust Marketer o f the Year” 
by the BMA during its annual trust 
marketing workshop, held in Boston 
recently.

The award is presented to an indi­
vidual who has demonstrated leader­
ship and made a significant contribu­
tion to the developm ent and im­
plementation of important market­
ing concepts, programs or coopera­
tive efforts benefitting the entire 
trust industry, according to BMA.

Since 1975, Mr. Gall has served as 
chairman of the board o f regents o f 
the National Trust School, has writ­
ten a chapter to be included in the 
new AIB textbook on trust services 
and recently served as leader o f two 
panels concerned with the image of 
the trust industry.
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Prime Rate of 16%  
Forecast for 1979  
At Bank Conference

By ROSEMARY McKELVEY 
Editor 
And

LORI MANDLMAN 
Editorial Assistant

Delaware Governor Pierre S. Du Pont IV (c.), 
luncheon speaker at annual correspondent con­
ference of First Nat'l, St. Louis, is shown with 
Clarence C. Barksdale (I.), ch./CEO of bank, and 
Richard F. Ford, pres./chief operating officer.

A 16% PRIME RATE predicted for 
1979 by Darryl R. Francis, re­

tired St. Louis Fed president, brought 
gasps from his audience last month at 
First National in St. Louis’ 32nd an­
nual correspondent bank conference, 
held at St. Louis’ Cervantes Conven­
tion Center.

Mr. Francis made the prediction as a 
member of the economics panel he 
shared with Murray L. Weidenbaum, 
director, Center for the Study of 
American Business, Washington Uni­
versity, St. Louis.

The former Fed officer said he 
doesn’t foresee a recession next year, 
although there will be slower growth as 
a result of capacity restraints in the 
economic system, and pressure on 
prices will be even more severe than it 
is now.

In the latest recession — 1974 — 
Mr. Francis said that, on average, 
money grew 3.8%; in 1975, it grew 
5.3%; in 1976, 6.4%, and in 1977, 
7.7%. During the first quarter of this 
year, however, he said, it grew on an 
average of 9%, which demonstrates a 
beautiful pattern of an escalating mon­
etary expansion.

On the other hand, Mr. Weiden­

baum said the country is “ looking 
down into the recessionary abyss dur­
ing much of 1979,” but added, “ It is not 
written in the stars that we will fall in, 
but the odds now seem to favor it.” 
However, he painted a brighter pic­
ture for the 1980s because he foresees a 
smaller public sector then and a new 
upsurge in private capital investment 
that should mean a resumption of 
greater economic growth on a health­
ier basis — smaller budget deficits, 
higher productivity, lower interest 
rates and less inflation. This optimistic 
scenario is not inevitable either, but 
the odds here, too, are higher than 
they were a year ago.

Mr. Weidenbaum based his forecast 
on four strengths and five weaknesses 
he bel ieves now characterize the 
American economy.

He listed these plus factors: 1. Con­
tinued expansion of personal income.
2. The substantial amount of capital 
spending that’s in the pipeline. 3. Cuts 
in taxes voted recently by Congress. 4. 
Reduction in this country’s foreign- 
trade deficit.

Mr. Weidenbaum listed the follow­
ing important negative factors: 1. The 
expected slowdown in monetary

growth and a further rise in interest 
rates. 2. High level of consumer in­
debtedness, which may act as a brake 
on future purchases of consumer 
goods. 3. The tendency of high interest 
rates to curb new housing construc­
tion. 4. Slow growth in productivity. 5. 
The prospect of more “jawboning” and 
other federal intervention in wages 
and prices.

As to the latter, according to Mr. 
Weidenbaum, controls are not inevi­
table, but the Administration seems to 
be walking down that road, albeit 
hesitantly and with sincere protesta­
tions about not going all the way.

Thus, he believes the odds are in­
creasing that there will be a recession 
next year. Although that’s no occasion 
for jumping for joy, he continued, it 
does have an obvious positive side: A 
sustained slowdown in the pace of eco­
nomic activity will help control the in­
flation that has become the most seri­
ous problem facing the nation.

“The future inflation rate,” said Mr. 
Weidenbaum, “depends on how dumb 
or political the Federal Reserve Sys­
tem will be.”

During the investments panel, 
Frank K. Spinner, the bank’s senior

■ m 
u— 1

LEFT: Financial management panelists at First Nat'l in St. Louis' corre­
spondent bank conference are (I. to r.) Alex J. Sheshunoff, pres., 
Sheshunoff & Co., Austin, Tex.; William J. Chapman, e.v.p. of bank, and 
Edgar H. Crist, Missouri finance commissioner. CENTER: These are mem­
bers of "What's New in Banking?" panel (I. to r.) —  Charles H. Eggleston,

a.v.p., LeGrande W. Rives, v.p., and Clark M. Driemeyer, v.p./corporate 
finance, all of First Nat'l. RIGHT: Investment panelists are (I. to r.) John W. 
Fricke, a.v.p., Richard S. Zell, v.p., John W. Rowe, v.p., and Frank K. 
Spinner, s.v.p.
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W hen a customer asks for 
more than your lending lim it, 
think Bank o f Am erica.

When your banks customers decide 
to expand their credit lines to inventory 
equipment, whether farm machinery, 
earth-moving equipment, automobiles or 
whatever, they’re likely to turn to you for 
that financing. And if the amounts 
they ask for are greater than your legal 
lending limit, you can answer their needs 
by letting Bank of America provide you 
with overline assistance.

In addition to offering funds, we can 
put the lending skills of our account officers 
to work for you. Backed by specialists in

equipment finance, they can assist you with 
whatever it takes to help keep those 
borrowers your customers.

With over 1200 offices around the globe, 
we can provide a world of banking services, 
including import-export assistance, as well 
as domestic overline participations. The 
next time you need a correspondent bank, 
remember us: were the bankers banker. In 
San Francisco, call (415) 622-6909. In Los 
Angeles, call (213) 683-3526.

B A N  K o f  A M E R IC A  U l
Correspondent Banking Services
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vice president, forecast “a very mild 
recession” during the first part of 1979. 
Unlike Mr. Francis, he believes the 
prime rate at the end of next year will 
be only 8.8%. He foresees fed funds at 
7% at year-end 1979 and seven-year 
governments at 7%. He also expects 
interest rates to drop early.

Mr. Spinner characterized himself 
as bullish on stocks, bullish on bond 
prices and bullish on the dollar.

According to William J. Chapman, 
executive vice president of the bank, a 
bright future lies ahead because the 
United States is a “have” nation and 
can’t fail to have a productive society. 
He added that it has abundant supplies 
and an aging population, and, thus, 
there will be plenty of jobs to go 
around as the number of young per­
sons declines. He also believes there’s 
a chance of getting the federal budget 
under control in the next decade. A 
long-term threat he sees is nationali­
zation of businesses and interstate 
banking as a potential threat. There 
will be intense competition in banking, 
he continued, but it can be met if banks 
serve their customers well and know 
what they want and deserve, if they 
know how to help customers, if they 
know their markets and if they control 
the quality of their earning assets. Mr. 
Chapman was a member of the fi­
nancial-management panel on 
“ High-Performance Banking in the 
’80s.”

On this same panel, Missouri Fi­
nance Commissioner Edgar H. Crist 
prefaced his talk by pointing out that 
his views are his own, that he was 
speaking as commissioner for the Mis­
souri finance division and not for othet 
state or federal regulators. Mr. Crist

told his audience he believes “bank 
regulators and supervisors are not and 
should not hold themselves out in any 
manner as bank managers.” He de­
scribed his philosophy this way: “ So 
long as the bank maintains adequate 
capital, adequate liquidity, sound as­
sets, complies with all the laws, rules 
and regulations to which it is subject, 
has capable management and is fulfil­
ling the purpose for which it was char­
tered, that of serving the needs and 
convenience of its community, it 
should be run by its own officers and 
directors without undue interference 
from people like me. The regulators 
should get involved only when one or 
more of these things get out of line.”

Mr. Crist believes constant regu­
latory monitoring through various 
means is necessary, and if these 
monitoring efforts disclose adverse 
trends regulators believe may lead to 
serious problems, it’s the statutory re­
sponsibility of regulators to bring these 
problems to bankers’ attention and 
bring about the necessary correction.

The Missourian said it is the duty 
and responsibility of a bank’s board to 
outline a bank’s profit objectives be­
cause such objectives can lead to seri­
ous problems if they are not well 
founded on sound loan, investment 
and cash-management policies, with 
full recognition of management’s 
capabilities.

In the “What’s New in Banking?” 
panel, subjects of particular interest to 
bankers were spotlighted. For in­
stance, Warren B. Wiethaupt, First 
National’s vice president/marketing 
and planning, discussed the new 
automated-transfer system, which be­
came effective November 1. He de­

TOP: Economics panel at First Nat'l in St. Louis' 
correspondent bank conference featured Darryl 
R. Francis (I.), retired pres., St. Louis Fed, and 
Murray L. Weidenbaum, dir., Center for Study of 
American Business, Washington University, St. 
Louis. BOTTOM: Two participants in “What's 
New in Banking?" panel are Warren B. Wieth­
aupt (I.), v.p./marketing and planning, and 
David M. Culver, s.v.p., who acted as moderator.

scribed pricing arrangements of vari­
ous banks, what kinds of advertising 
banks were doing on ATS and the op­
portunities ATS offers banks.

Assistant Vice President Charles H. 
Eggleston talked about pricing bank 
services and listed the following as 
fundamental cost aspects: cost of bank 
services, flow of costs, indirect ser­
vice-department costs, general bank 
overhead and key to proper pricing.

“If nothing else,” he said, “per-unit 
costs should represent the floor in es­
tablishing prices. At an absolute 
minimum, price must at least cover 
our variable costs.”

Vice President LeGrande W. Rives 
spoke on technological change, legisla­
tive and regulatory change, competi­
tion, personnel and electronic bank­
ing.

Clark M. Driemeyer, vice presi- 
dent/corporate finance, also was a 
member of this panel and described 
additional sources of bank liquidity. 
For instance, he suggested the fully 
guaranteed portion of the Farmers 
Home Administration and Small Busi­
ness Administration loans banks hold 
in their portfolios. Undoubtedly, he 
continued, many banks hold U. S. 
guaranteed loans that could be used to 
generate lendable funds.

The luncheon speaker was Delaware 
Governor Pierre S. DuPont IV, who 
also has been mentioned as a possible 
Presidential candidate in the 1980s. 
Governor DuPont said that, in the 
November 7th election, voters cast 
their lot for a lower rate of inflation and

■SMALL MAJORITY of bankers attending First National in St.
Louis’ correspondent bank conference last month predicted 

mandatory wage/price controls would be imposed in 1979. They were 
responding to a survey that has become a traditional part of the bank’s 
conference each year. Nearly 600 bankers from throughout the Mid­
west took part, and 53% foresee wage/price controls.

Here are some other predictions made by survey respondents:
• Unemployment, currently a little below 6%, will increase to 7% 

in 1979.
• The Dow Jones Average will be in the 800-900 range a year from 

now. The DJ average closed at 797 November 16, the day of the 
conference.

• The prime rate, 10%%-11% at the time of the survey, will be 
more than 9%, but less than 10% next year.

• G. William Miller, who succeeded Arthur F. Burns earlier this 
year as Fed chairman, is doing a good job.

• Bank earnings will continue to rise.
• The dollar will gain against foreign currencies.
• The Consumer Price Index will go up 8%.
Oh yes, on a lighter note, the bankers picked the Dallas Cowboys 

to repeat as winners of the Super Bowl in January.
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Francis X. Kosch, Vice President/District Executive, Correspondent Bank Real Estate FinanceMEMBER FDIC © Chase Manhattan Bank, N.A. 1978

term o f  the loan, he’ll return periodically to the 
site. That’s because Chase and our correspondent 
are financing against future value, and it’s critical 
to insure that real estate values mature as 
projected. In every loan participation, Chase’s 
prime objective is to maximize the return for all 
involved.

If you have a loan participation that 
involves a complex or unfamiliar industry, call 
your Chase correspondent banking Relationship 
Manager. He or she will respond promptly—and 
with the valued opinion o f one o f that industry’s 
most knowledgeable specialists. That’s 
the way it’s done at Today’s Chase.

W hen you need upstream help for a 
corporate customer in a complex or unusual 
industry, often you’re looking for both an overline 
participation and technical expertise. Your Chase 
correspondent banking Relationship Manager can 
deliver both. He or she has access to in-house 
industry specialists who help analyze your 
participation proposal and create an effective 
credit that’s in everyone’s best interest.

One o f the industry specialists frequently 
consulted by our Relationship Managers is Frank 
Kosch. Frank has spent the past 16 years in the 
complex world o f real estate financing and knows 
it cold. So when he’s asked to evaluate a real 
estate participation, you can expect a highly astute 
analysis.

Before he gives his recommendation, Frank 
always visits the construction site. But his 
involvement doesn’t stop there. Throughout theDigitized for FRASER 

https://fraser.stlouisfed.org 
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Spinner Switches Banks
ST. LOUIS — During First Na­

tional’s annual correspondent bank 
conference last month, it was an­
nounced that Frank K. Spinner, for 
many years an active participant in 
the conference, will leave the bank 
December 31 to join Tower Grove 
Bank here as president and CEO. 
His new appointment will take effect 
January 1.

Mr. Spinner joined First National 
in 1949 and now is senior vice presi­
dent of the bank and of First Union 
Bancorp., the multi-bank HC of 
which First National is the principal 
subsidiary.

At Tower Grove Bank, John D. 
Weiss has been acting president 
since last January, when the former 
president, Robert M. Conway, re­
signed.

showed that the country’s mood is con­
servative. He believes this message is 
getting through to Washington. He 
also applauds President Jimmy Car­
ter’s announcement November 1 that 
he’s seeking voluntary cooperation of 
U. S. citizens in holding down wages 
and prices. However, the governor 
believes the President has committed

himself mentally to mandatory wage 
and price controls early in 1979.

This would be bad, said Governor 
DuPont, because it would represent a 
step backward in the economy and 
freedom.

The 1978 election was the first since 
1960 that focused on the economy, the 
governor continued. Also, he pointed 
out that the average age of those 
elected last month was younger than 
before; they are not products of the 
depression of the ’30s and ’40s and 
were extremely young during World 
War II. • •

Automated Banking Safer 
Than Paper Transactions,
ABA Security Study Shows

WASHINGTON, D. C. — Results 
of an ABA automated teller security 
survey show ATMs offer customers a 
greater degree of safety than tra­
ditional, paper-based banking sys­
tems. Better than nine of 10 banks 
asked to compare ATM losses with 
paper-system losses responded that 
ATM losses were either less (78.6%) or 
nonexistent (8.9%). The survey was 
conducted last summer and had a more 
than 60% response rate. Respondents,

IF YOU ARE PLANNING A 
CHRISTMAS GIFT TO YOUR DIRECTORS . . . 

CONSIDER
A SUBSCRIPTION TO BANKING FOCUS, a publication of the Assemblies 

for Bank Directors.

Each month it summarizes briefly and readably important bank news.

The staff of Banking Focus selects material from 26  foreign financial 
journals, the financial and business press of the U .S ., state and 
national financial association publications and bank letters, state 
and federal regulatory releases, the Congressional Record, and 
banking research studies.

A SUBSCRIPTION TO BANKING FOCUS also brings 
Comments and Quotes, which summarizes information important to 

bank directors.

A SUBSCRIPTION for ONE year to Banking Focus 
is $ 3 0 .0 0 . There is a substantial discount for additional subscriptions 

for the bank’s directors.

Comments and Quotes comes at no additional cost.

FOR A SAMPLE COPY AND SUBSCRIPTION FORM write:

B a n k in g  F o c u s 
S M U  B o x 2 1 4  
D a lla s, T e x a s  7 5 2 7 5

or phone 214-691-5398.

nearly half of which were large institu­
tions with deposits exceeding $1 bil­
lion and less than 6% of which have 
deposits under $100 million, operate 
about 20% of the ATMs in the country.

“Although there may be occasional 
losses through ATMs, as with any sys­
tem,” said Frank P. Curran, ABA di­
rector of retail banking services, “our 
survey shows definitively that the 
banking industry’s customers are safer 
in the use of electronic banking than 
with the paper-based alternatives.”

When giving descriptions of auto­
mated teller security, most banks said 
they had “no security problems at all or 
considered their security as extremely 
effective” (47%) or had “only minor 
problems with (automated teller) secu­
rity” (43%). No respondent indicated 
any “major problems.”

When losses did occur, consumer 
absorption averaged about $20. In 70% 
of these cases, the bank absorbed the 
entire loss.

The average bank responding had a 
system of 14 automated tellers that had 
been in operation about four years. 
Average monthly transactions were 
3.760. One of 10 ATMs was located 
somewhere other than a bank, such as 
a department store or shopping center.

Computing Power Doubled 
At Third Nat'l, Nashville

NASHVILLE —  Third National has 
doubled the computing power of its 
Nashville facility with the installation 
of what are said to be the first two IBM 
3031 processors in the state.

The additional capacity is being used 
to process a new on-line credit card 
system, an advanced on-line commer­
cial loan system and an expanded cus­
tomer information system. The 
equipment makes it possible for tellers 
in the bank’s 30 branches to respond 
faster to customer inquiries. It also en­
ables area merchants to receive faster 
authorization service and enables the 
bank to offer expanded EFT services.

The service is available to the bank’s 
correspondents and will enable them 
to process their own transactions in­
stead of having to send bookkeeping 
records to the bank’s processing 
center.
Pictured in EDP department at Third Nat'l, 
Nashville, are (from I.) Richard L. Good, 1st v.p.; 
A. L. Echols, IBM branch mgr.; and Charles J. 
Kane, ch. & pres., Third Nat'l Corp. New equip­
ment is said to enable bank to double its com­
puting power.

«Jfc
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First National is people you know and performance you can count on.'
— Herbert M. Richardson, JrSenior  Vice President, Regional Banking Division.
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"In a word it's professionalism. The kind of involvement 
you'd expect from the bank that's grown to be the 
regional leader by helping you grow.

"And we're committed to continued growth by placing 
the emphasis where it belongs... with you. Right now, 
for example, we're involved in communities throughout 
the region with participation loans, with services, 
with whatever it takes to help you get the job done.

"With that kind of up-front investment, we're proud 
when our growth takes a healthy jump. But more 
important is the opportunity to serve old friends and 
make new ones.

"In a business of serving people, we're fortunate to 
work with the best."

I V mm■EsP
*

Our wealth is good people.
In bordering states call toll free 1-800-626-5506. 
Member Federal Deposit Insurance Corporation
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1 3 -1 5 %  Prime Predicted 
By Eliot Janeway 
At Chicago Bank Meeting
By RALPH B. COX, Publisher

A PRIME RATE OF 13-15% by the 
end of the first quarter in 1979 

was the viewpoint expressed in 
Chicago last month by Eliot Janeway, 
nationally known political economist 
and columnist.

Mr. Janeway expects long-term 
interest rates to “follow” rapidly be­
hind rising short-term rates, but, in his 
opinion, long-term rates will not catch 
up. If they do, he warned, near panic 
conditions could exist.

Speaking to bankers attending a 
conference sponsored by Chicago’s 
National Boulevard Bank, Mr. Jane­
way found little to be optimistic about. 
All institutions with investment ma­
turities of more than two years will be 
in serious difficulty, he warned. De­
spite his pessimism, Mr. Janeway 
foresaw no early signs of a depression. 
A recession will be possible, he said, 
when short-term interest rates fall, 
when there is a distinct relaxation of 
new borrowing pressures and when 
there is what he termed a “rapid un­
winding of debt.”

Continuing his gloomy forecast, Mr. 
Janeway predicted the Dow Jones 
index will dip downward from its pres­
ent high 700s to the low 600s. (A few of 
the less stouthearted in the audience 
moaned.)

Auto sales? Down 25% in unit sales 
next year, with the bulk of sales being 
lost in those markets where the “public 
is out of credit.” But not a drop in 
luxury-car sales, he advised. Cadillacs, 
Lincolns and other high-priced autos 
will enjoy continued sales.

Foreign manufacturers will increase 
their penetration of the U. S. market 
by as much as 18%, replacing the 
higher-priced American cars.

The mortgage market? A disaster! 
There will be a brief flurry of building, 
however, as contractors race to com­
plete all construction projects pres­
ently under commitment. Rents, said 
Mr. Janeway, “will go out of sight.” 

Mr. Janeway offered another warn­
ing to bankers: How many business 
(savings) accounts mature at year-end
54

at 5% and will roll over to 9Vz% 
money-market instruments? Bank 
costs will “ soar” at that time was his 
prediction.

Were there any bright spots on the 
horizon? None, really, according to 
Mr. Janeway. He was particularly 
strong in condemning further tight­
ening of credit by the Fed. As the Fed 
pushes up interest rates, it also di­
minishes all hopes of cuts in govern­
ment spending, since the government 
has to pay more for its borrowing.

We could, he said, see a pre-election 
rally (in the value of the dollar and the 
stock market).

Mr. Janeway also had a “formula” for 
strengthening the dollar: Buy all our 
foreign oil through the barter system, 
he advised. As the Arabs sell us their 
oil, our government should force them 
to take in exchange autos, steel, ce­
ment, etc., plus “a few billion” of 
long-term government bonds at a 4% 
rate. This, he said, will keep our dol­
lars at home and begin to correct the 
Eurodollar market, which has been 
soaring at the rate of 20% per year. 
When we correct the Eurodollar mar­
ket, he advised, we will correct our 
interest-rate problems at home.

National Boulevard’s one-day con­
ference also included talks by three 
U. S. congressmen, all of whom serve 
on important congressional commit­
tees: Dan Rostenkowski, Ways and 
Means; William A. Steiger, Ways and 
Means and also Social Security; and 
Henry J. Hyde, Banking and Cur­
rency.

Representative Rostenkowski told 
bankers that “ Congress had received 
the voter’s message” during the recent 
election. He predicted that all mem­
bers of Congress will get home to their 
districts more often and “find out what 
the voter wants.”

Representative Rostenkowski felt 
that Congress will watch future 
spendings in order to cut further into 
deficit spending. However, he said, a 
recession simply would increase “pres­
sures” for spending to create new jobs.

Coffee hour preceded National Boulevard con­
ference. Here, Henry K. Gardner (I.), pres., and 
Daniel N. Quigley (r.), e.v.p. of host bank, chat 
with William Beohm, pres., Tama (la.) State; 
and Joe Connelly, pres., Westchester (III.) Trust.

Host bankers Henry K. Gardner (I.) and Daniel N. 
Quigley (2nd from r.) visit with congressional 
speakers Dan Rostenkowski (2nd from I.), 
member, House Ways and Means and Joint 
Committee on Internal Revenue Taxation; and 
William A. Steiger, member, House Ways and 
Means and also Social Security and Trade.

Representative Steiger expressed 
the opinion that “we are headed for 
mandatory controls (wages and prices) 
unless business leaders come forward 
and say to government: ‘We don’t 
think your voluntary program will 
work — for these reasons —  and here is 
what we would do to make a voluntary 
program work. ”

Representative Steiger said he 
would favor an increase in depreciation 
schedules for capital goods as well as a 
reduction of the double tax on divi­
dends. He would favor cost-replace­
ment accounting to help business 
modernize its plants. Broad public 
support, however, would be needed to 
make any changes in the present $100 
exclusion on dividend income or any 
further easing of the capital-gains tax.

Representative Steiger also would 
favor a freeze on the minimum wage — 
scheduled to go into effect January 1, 
1979 — as a means of combating infla­
tion.

Representative Hyde expressed his 
viewpoints as a member of the Banking 
and Currency Committee. The No. 1 
priority of his committee in 1979, he 
said, would be the question of manda­
tory membership in the Federal Re­
serve System. He was not optimistic
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Gary Dobson. V ice President in charge of Correspondent 
Banking.

W hen you or your customers have larger needs than your 
bank can provide, call Gary Dobson at Fourth National.*

Gary is ready to  work for you. Finding the quickest and 
most effic ien t w ay of m eeting those needs is his specialty.

Fie can offer large bank loan and investm ent planning  
with friendly, country bank personal service.

To Gary, you are not just another correspondent banker.

Fourth National is The Bank for Entrepreneurs, even 
banking entrepreneurs like you. Develop your operating  
strategy, then use us for that specific inform ation only an 
expert can provide.

An expert, like Gary.
MID-CONTINENT BANKER for December, 1978

Tulsa, O klahom a. M em ber F.D.I.C. 
The Bank for Banking Entrepreneurs.
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about “ payment of interest on re­
serves,” which has been offered as a 
trade-off. However, if interest is paid, 
he said, then, undoubtedly, the Fed 
also would begin charging for its vari­
ous services.

The whole subject of Fed member­
ship, he said, will be studied exten­
sively before any action is taken.

Other banking legislation that un­
doubtedly will be considered in 1979: 
another try at simplification of Truth- 
in-Lending; consolidation of the fed­
eral banking agencies; and truth-in­
savings probably will be considered for 
the first time, he said.

Representative Hyde also predicted 
that “credit-allocation pressures would 
mount,” if not next year, then in the 
years ahead and eventually precipitate 
legislation.

An officer of National Boulevard 
Bank, Executive Vice President 
Daniel N. Quigley, spoke to bankers 
on the subject of EFTS and a new bill 
that will be introduced in the Illinois 
legislature in February, 1979. This 
bill, he said, will reflect the consensus 
of the 16-man Illinois EFTS Study 
Commission (which he headed as 
chairman) and will make it possible for 
Illinois banks to implement EFTS pro­
cedures consistent with federal legisla­
tion. Among the areas to be covered 
thoroughly in this bill, he said, would 
be consumer protection, privacy and 
security.

The bank’s day-long program was 
presided over by Henry K. Gardner, 
president. • •

Mental Roadblocks
(Continued from page 15)

kind and quality of companies that 
have been using our business sayings 
account with telephone transfer to im­
prove their cash management.”

“You would be welcome to talk to 
Harvey Jordan at Medico Distribution 
Co. about the financial planning assist­
ance we provided his firm in imple­
menting its growth program.”

4. Restate action. This involves de­
termining the customer’s readiness to 
proceed by checking his readiness with 
a test question and restating the 
“next-step” action you’re seeking. For 
example: “ Do you have any further 
questions about the service and our 
capacity to implement it at this time?” 

Give Reasons to Act Now. In addi­
tion to lingering uncertainty, another 
common cause of indecision and pro­
crastination is the customer’s inability 
to see or feel the need for immediate 
action. He can’t perceive any particu-
56

lar advantage in making an immediate 
decision, nor does he see any risk in 
delay. So, he does what comes natur­
ally — he procrastinates.

Many years ago, Ben Franklin gave 
us a guide to good living, which went: 
“ Don’t put off until tomorrow that 
which you should do today!” In today’s 
fun and leisure society we’ve turned 
Old Ben’s maxim totally around, which 
is why a more popular philosophy in 
this age is: “ Tomorrow we get or­
ganized!”

While a customer’s limited sense of 
urgency may be at the root of his inde­
cision, another cause can be what he 
perceives to be valid reasons for delay, 
such as the need to consult with others, 
to get more facts to make his decision 
or higher priorities he’s attached to 
other activities.

Resistance is to be wel­
comed rather than feared be­
cause it indicates the customer 
is hearing you and testing 
your proposal. Resistance is a 
normal part of human com­
munication.

When any of these conditions exist, 
giving the customer reasons to act now 
is an effective means of securing action 
because:

• It motivates decisiveness by in­
stilling a sense of urgency in the cus­
tomer’s mind.

• It puts any reasons a customer 
may have for delaying action in proper 
perspective by supplying him with ap­
propriate reasons for adjusting or 
modifying his viewpoint.

Applying this method for converting 
customer indecision into decisive ac­
tion involves the following procedure:

1. Acknowledge and clarify indeci­
sion, as described with the previous 
method.

2. Suggest disadvantages o f delay 
by indicating possible loss, risk or 
hazard incurred by inaction. This ap­
peals to a customer’s basic desire for 
self-preservation and security —  to 
protect what he has and to avoid possi­
ble loss. Since this form of motivation 
is somewhat negative in character and 
appeals to our fear instincts, it should 
be used with a delicate touch. When 
used in a heavy-handed way, as when 
an insurance salesman or trust officer 
figuratively “drives the hearse up to 
your door,” it can produce strong nega­
tive reactions. Reasons used should be 
ones the customer can associate with 
and relate to. Relevant negative rea­
sons you can employ include “ loss of 
flexibility and appropriate timing,”

“possible loss of key people,” “ loss of 
cost savings that can be realized,” 
“higher interest costs that can be in­
curred,” “tax vulnerability of existing 
estate plan,” “ loss of personal time 
with existing methods and practices,” 
etc.

For example: “ Each day of delay 
would shorten the lead time needed to 
set up your practice and get your 
equipment ordered in, Doctor.”

“ By delaying installation of the 
direct-deposit pay system, you would 
be putting off the $50 a week you could 
be saving in reduced payroll- 
preparation costs.”

3. Suggest advantages o f action by 
indicating what the customer can gain 
by immediate action. This balances the 
negative implications of the disadvan­
tages of delay by supplying the cus­
tomer with positive motivation and 
logic for proceeding now, rather than 
later.

Effective reasons that can be used to 
encourage immediate action include 
“achieve time and cost savings now,” 
“have adequate lead time to set up 
program and get it working right,” “get 
facts needed to make appropriate deci­
sion,” “get facts needed to discuss with 
board, attorney, partner, etc.,” “free 
people up for more productive work at 
busy year-end,” etc.

For example: “ By moving ahead 
now, you would have one major re­
quirement resolved, and you would be 
able to proceed with confidence in or­
dering your equipment.”

“By moving ahead now, you would 
free part of your payroll clerk’s time for 
more productive accounting work, and 
you would have the system up and 
running by the start of your next quar­
ter.”

4. Restate action by testing the cus­
tomer’s readiness to proceed and re­
stating the “next-step action” as de­
scribed previously.

As we’ve determined, resistance is a 
natural and normal part of human 
communication. It’s to be welcomed 
rather than feared, because it does in­
dicate the customer is hearing you and 
testing your proposals. If you respond 
positively to his tests by clarifying his 
viewpoint when it’s unclearly or in­
completely stated, and by transmitting 
relevant facts, logic, and reasons 
through the methods we’ve examined, 
you can expect to significantly improve 
your ability to achieve the under­
standing, acceptance and action you 
seek.

During our next “ Let’s Talk Selling” 
article, we ll examine what is involved 
in keeping your customers sold once 
you’ve sold them through effective 
follow-up. • •
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"First City believed in us.
Now our best customer is even bettec”
At First Gty National Bank of Houston, we 
know the value of a good customer.

That’s why we offer correspondent 
banking services to financial institutions 
throughout the Southwest. Services that 
help you help your customers.

At First City National, we believe
in you.

If your customers need to borrow 
amounts that exceed your legal lending 
limits, talk to us. We’re the largest bank 
in Houston and the lead bank in a 
financial institution with over $6 billion 
in assets.

With our international connections, 
we can extend your financing capabilities

to almost any place in the world .
And if you need corporate trust 

services, we can perform them efficiently 
and economically.

When you need correspondent 
banking services, work with a bank that 
offers strength. First Gty National. We 
believe in helping good customers.

Member FDIC

Wfe believe in you.
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LEFT: Douglas Hawkins (I.), v.p., BancOhio Leasing, and Robert Conklin, 
Conklin Farm dairy cattle sales, Plain City, O., look over possible leasing 
material for HC's cow-leasing program. RIGHT: Mr. Hawkins (r.) hands

information on leasing program to Robert W. Frey (I.), Waverly, O., second 
customer to lease dairy cattle from BancOhio Leasing. Looking on is Ron 
Merricks, herdsman on Mr. Frey's farm and farm mgr.

Lease Dairy Cattle?
It Can Be Done Through Program 

Sponsored by Ohio Bank HC

RENT A COW? It’s being done in 
Ohio, where BancOhio Leasing 

Co. has started a dairy-cattle leasing 
program. The firm is a subsidiary of 
BancOhio Corp., a multi-bank HC 
headquartered in Columbus.

To qualify, a farmer must have a 
good management record, a herd of at 
least 20 dairy cattle, room to take care 
of additional cattle, be on a sound fi­
nancial footing and be active in his 
farm’s day-to-day management.

Advantages of leasing, according to 
BancOhio Leasing, are:

• Larger herds instantly. A farmer 
can increase his herd size without 
delay whenever the opportunity suits 
him.

• Minimal cash outlay. There’s no 
need for a lot of money up front, money 
that can be put to profitable uses in 
other parts of a dairy operation. Regu­
lar payments are made from the in­
creased milk receipts provided by 
leased cows.

• Better production. Because the 
initial investment is lower with leas­
ing, a farmer can afford to select 
higher-quality cows.

• Tax savings. Lease payments are 
fully deductible on a pay-as-you-go 
basis. There’s no complicated depre­
ciation schedule to calculate.

• Option to buy. At the end of the 
lease period, a farmer may purchase 
the cows he has leased.

A 10% down payment is required 
instead of the 25% to 30% needed on
58

By ROSEMARY McKELVEY 
Editor

an installment loan. The down pay­
ment represents the first three 
months’ payments, and payments for 
the next 33 months are $34.44, based 
on a 36-month lease and $1,000 per 
cow.

In all, the agreement’s annual inter­
est rate is 14.5% over the life of the 
lease.

Once a farmer is approved to enter 
into a leasing contract, he’s authorized 
to obtain a maximum number of cattle, 
but he must be willing to take at least 
10 cows, and he cannot take more than

These dairy cattle at Conklin Farm, Plain City, 
O., are examples of types of cows available 
through BancOhio Leasing's cow-leasing pro­
gram.

50% of his present herd size. There’s 
no requirement to lease “ in lots.”

The farmer may select and purchase 
his cattle from Robert Conklin Cattle 
Sales, Inc., which has exclusive adver­
tising rights (other than the bank HC) 
to the leasing arrangement for one 
year. According to the HC, the Con­
klin family is recognized by the dairy 
industry throughout the East and 
Midwest as one of the most reputable 
cattle-sales operations, maintaining 
high degrees of quality and expertise. 
Because Conklin handles most of the 
advertising, the firm also acts as a 
screening agent for most of the in­
quiries from farmers.

The farmer may select and purchase 
his cattle from Conklin via auction or 
straight sale, whichever way he be­
lieves he will receive a better price.

Cattle leased by BancOhio must 
conform to high standards of: (1) 
health; (2) soundness of udder; and (3) 
laboratory inspection and testing by 
state authorities. Only two- to five- 
year-old cattle are leased, ensuring 
many years of excellent milk produc­
tion.

As the HC explains it, two-year-old 
cattle produce an average of 13,000 
pounds of-milk a year, while good- 
producing five-year-olds give an aver­
age of 18,000 pounds of milk. Most 
cattle produce milk for approximately 
300 days a year. Milk yields decline 
rapidly when cattle are about eight
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d e p o s it s
ACCEPTED AT 
THIS WINDOW 
WILL Q 
BE CREDITED

arried Us For Li
Central Guardian Life is licensed and 
doing business in your state and eight 
others in the South-Central United 
States. We offer all products of per­
manent and term insurance. We special­
ize in credit insurance and other 
bank-related policies. And we back 
every policy with the kind of profes­
sionalism and performance that might 
even make our affiliate the bank a 
little envious.

7 Call us, toll-free, for your bank life 
insurance needs. We'll treat you 
like family.

If the number one major bank in service, 
solidarity and growth in its market 
wanted to affiliate with a life insurance 
company... can you imagine how solid 
and dependable that life insurance com­
pany has to be?

That's us, Central Guardian Life. As 
an affiliate of Memphis Bank & Trust, 
we're proud to keep up the family tra­
dition of personal service and solidarity, 
but the similarity ends there.

There's a full-service bank in the v. =  
family, but we're a full-service life insur- ( j  
ance company in our own right. Q

CENTRAL GUARDIAN LIFE
an affiliate of Memphis Bank & Trust

In other states, 1-800-238-7477
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years old. (One gallon equals eight 
pounds of milk.)

The customer is free to make all 
management decisions concerning his 
herd, although BancOhio Leasing 
holds title to the animals. For example, 
a farmer may cull a leased cow and 
replace it with another of equal value. 
The lease also provides for certain off­
spring allowances. All calves born to a 
leased cow must remain with the 
leased herd. However, a farmer may 
sell the calf, but he must apply the 
proceeds to lease payments. He may 
keep or sell bull calves without apply­
ing proceeds to the lease.

The program was started last June 1 
on a pilot basis, and, within about four 
months, 250 dairy cows had been 
leased, says Douglas R. Hawkins, the 
leasing firm’s vice president, who in­
itiated the project. The program is 
being funded with $1 million through 
next June. Evaluations will be con­
ducted through next June, when a de­
cision will be made whether to expand 
or cancel the project.

If the program is expanded, repre­
sentatives of BancOhio Leasing, led by 
Mr. Hawkins, and of the Conklin firm 
will conduct herd inspections four 
times a year. All cattle will have three 
means of identification — ear tags, ear

tattoos and profile photographs. Mr. 
Hawkins foresees, with expansion of 
the program, accommodating 50% to 
60% of all inquiries, with an average 
farmer leasing 20 cows.

BancOhio Leasing, in business since 
1972, also leases farm equipment such 
as tractors, Harvestore silos, combines 
and milking parlors. In addition, the 
firm leases equipment for various in­
dustries: medical, restaurant, mining, 
office, printing, communications, rec­
reation, retail and computer.

BancOhio Leasing believes its 
cattle-leasing program is attractive be­
cause it allows the lessee to remain his 
own boss while increasing his herd size 
and improving his cash flow. • •

Election '78
(Continued from page 16)

with more specifics on its pricing pro­
posals.

Issues that will remain very much on 
the minds of members of Congress are 
the nation’s economy and the battle 
against inflation. Bankers and other fi­
nancial experts may be called on in 
coming months to play a growing pub­

lic role in helping define the battle 
against inflation as a matter of eco­
nomics as well as of politics.

Looking beyond specific bills or 
legislative proposals, members of the 
96th Congress will find themselves in­
creasingly concerned with issues of the 
next decade. Decisions of the next 
Congress will set the stage for the 
1980s. The 96th Congress will com­
plete its term in 1980. In that context, 
bankers will be interested in such is­
sues as whether the fledgling trend 
toward deregulation and elimination 
of federal paperwork can be 
strengthened; whether Congress can 
accelerate its movement toward 
greater fiscal self-discipline; whether 
consumer protection laws, starting 
with the Truth-in-Lending Act, will be 
re-examined by Congress and 
simplified wherever possible to im­
prove their consumer benefits and to 
cut costs they impose on banking and 
business.

Also in the context of looking for­
ward to the next decade and the 1980 
congressional and Presidential elec­
tions, it’s expected that the White 
House will focus increasingly on the 
larger political and economic issues, 
rather than on matters such as consoli­
dation of the federal bank regulatory 
agencies, changes in the McFadden 
Act and solutions to the Fed member­
ship “problem,” which have generated 
only modest public interest. • •

Agencies Adopt Rating System 
For Data Processing Centers

A joint system for rating data pro­
cessing centers has been announced by 
the Fed, FDIC, Comptroller of the 
Currency and the Federal Home Loan 
Bank Board.

Under the new rating system, the 
agencies will apply uniform standards 
to in-house data centers operated by 
banks or thrifts supervised by one of 
the agencies and to independent data 
processing centers serving banks and 
thrifts.

The uniform rating system follows 
adoption by regulators earlier this year 
of a joint policy for the examination of 
data processing centers operated by or 
serving financial institutions they su­
pervise.

The joint rating system provides for 
a performance rating system based on 
the evaluation of four critical functions: 
audit, management, systems devel­
opment and programming and com­
puter operations.

Ratings of these functions are com­
bined into a composite rating for each 
center.

Disclosure Statements

When you need to know:
• The amount o f a final payment
• The total amount o f  interest
• An APR when “ points”  are charged
• Any information about amortization

CALL BANK-A-COUNT  
715 435-3131

You’ ll receive the information immediately. Two original copies o f the actual amortization 
schedule shipped the same day. The normal charge is just $3.50!

B A N K ®
RUDOLPH, WIS. 54475

P A R K W A Y  T W R S . • 2 2 5  S O . M E R A M E C  A V E . • C L A Y T O N , M O . 6 3 1 0 5  

PH . 3 1 4  7 2 7 -1 3 4 0
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Manufacturers
Hanover

Commercial
Corporation.

A Capital Source 
for Correspondents.

■n1TTT1

1 ¡p ill
y|gl

If you're a Manufacturers Hanover correspondent 
and you've been forced to turn away or lose lucrative 
receivables financing business, we have a plan that 
can enable you to compete in this highly specialized 
area. Use Manufacturers Hanover Commercial Cor­
poration as your commercial financing arm.

With M HCC, you can participate up to 50% in 
all referrals as well as retain checking accounts and 
other peripheral business. You'll be able to assist in 
mergers, acquisitions, buy-outs and spin-offs. And 
M H CC can also help you with difficult to handle loans,

i.e., no clean-ups, highly leveraged situations or those 
with high peak seasonal needs.

Manufacturers Hanover Commercial Corporation 
requires no compensating balances and you won't 
have to worry about exceeding your loan limits, or 
about your customers using competitor's services.

W ere already a capital source for a number o f 
correspondents, and we'd be glad to talk to you about 
becoming yours. For more information contact your 
National Division representative or write to us at the 
address below. We ll have some capital ideas for you.

M A N U F A C T U R E R S  H A N O V E R  
C O M M E R C IA L  C O R P O R A T IO N

It’s a capital source.
Headquarters: 1211 Avenue of the Americas, New York, N.Y. 10036 
Contact: Bill Wallace, V.P. (212) 575-7472 or 

F.X. Basile, Exec. V.P. (212) 575-7444 
Service Offices:

425 Shatto Place Jefferson First Union Plaza, Suite 2080
Los Angeles, Calif. 90020 Charlotte, N.C. 28282
Contact: Jim Morrison, V.P (213) 736-1714 Contact: Michael Walker, V.P (704) 332-2689

5775-B Glenridge Drive, N.E., Suite 340, Atlanta, Ga. 30328 
Contact: William Wilmot, V.P (404) 255-5612 
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W h a t a B a n k  S h o u ld  K n o w  
B e fo r e  G o in g  In to  L easin g

By THOMAS J. TUCKER 
President

Alabanc Financial Corp.
Birmingham, Ala.

ANY CONSIDERATION of leasing 
in the banking environment, 

whether through a bank holding com­
pany or a bank, requires knowledge of 
Federal Reserve Regulation Y and 
rulings by the Comptroller of the Cur­
rency on leasing and leasing activities.

The emphasis of this article, how­
ever, is on communication. One hears 
the generalization that bankers tend to 
view loans as essentially the same 
commodity capable of being packaged 
many different ways. On the other 
hand, leasing is regarded as a product 
by many practitioners in the industry. 
Usually, it must be sold. Before it can 
be sold, specific attributes must be 
identified and various peculiarities 
recognized.

To illustrate this diversity and the 
attendant communication problem, 
let’s start by making some hypothetical 
definitions of leasing. Among other 
things, it can be:

1. A highly efficient utilization of 
payment streams.

2. A method of meeting specialized 
industry needs.

3. A technique to shift obsolescence 
risks.

4. A time-sales purchase.
5. A simplification of budgeting or 

cost-center analysis.
6. A strong selling tool.
7. A code word for minimal equity 

and extended terms.
The lending officer’s responsibility 

is to sift through these definitions as he 
talks to his customer or prospect and to 
identify the need. Some rules have 
been developed to help in this sifting 
process.

Rule No. 1. Don’t sell against the 
lease concept until you have all the 
facts.

Joe Doakes, one of my favorite 
bankers, had an interesting experience 
in this regard. The president of a major 
customer of the bank came in when 
all senior officers were unavailable. 
Therefore, this man approached Joe 
and told him he wanted to lease some 
equipment. Joe immediately an­
swered that a lease was ridiculous; the 
bank would lend him the money on the 
same terms at a much lower rate and 
was perfectly prepared to make any 
accommodation he wanted. The cus­
tomer responded that he desired 20- 
year financing for a $140,000,000 drill

platform to be utilized in his offshore 
oil and gas activities. Joe’s lending 
limit was $100,000, and the bank’s total 
capital was $5,000,000. Joe could have 
been more helpful by waiting until he 
had the full story on the proposal.

Rule No. 2. Get all the facts.
Our friend Joe Doakes had an oppor­

tunity to investigate leasing with 
another good customer. The customer 
visited Joe to discuss acquisition of a 
new Graza. A lease salesman had 
called on this customer, and they had 
reviewed various aspects of the Graza. 
The salesman had talked about tax 
opinions, rental puts, placing the debt 
side at a low rate and a nominal interest 
rate of zero and many other things the 
customer couldn’t remember. How­
ever, Joe was asked if the bank would 
consider doing a comparable lease. Joe 
thanked the customer and told him he 
would be back in touch.

Joe then went to the bank president 
and said the customer wished to lease a 
Graza. The president asked Joe what a 
Graza was. Joe didn’t know. In fact, Joe 
had hardly any facts to make an intel­
ligent decision about what kind of lease 
the customer desired. Making a leas­
ing decision may require many more 
facts than normally anticipated for a 
loan application.

Rule No. 3. Keep the discussion 
simple, but never think your cus­
tomer /prospect is simple because he 
inquires about leasing.

It’s not an admission of weakness nor 
of naivete for someone to desire to 
lease. However, the subject can be 
complicated. Let the technicians han­
dle the technical aspects. Your respon­
sibility as a lending officer is to ascer­
tain the basic thrust of the transaction.

Rule No. 4. Give informed, 
straightforward advice.

Make certain your customer under­
stands the degree of the bank’s in-

December, 1978

In the accompanying article, the author discusses rules for a 
banker to follow in determining whether to enter into a leasing 
agreement:

1. Don't sell against the lease concept until you have all the facts.
2. Get all the facts.
3. Keep the discussion simple, but never think your customer/ 

prospect is simple because he inquires about leasing.
4. Give informed, straightforward advice.
5. Never sell beyond the strength of the bank's lease documenta­

tion and organizational lease-knowledge base.
6.  ̂ Always remember a lease is a long-term transaction with 

significant differences from a short-term, working-capital loan or an 
intermediate-term installment loan.
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Great craftsmen are infinitely that must be practiced 
patient and skillful with the and developed by men and 

tools o f  their trade and their women who, like artisans o f 
lives are animated by a spirit great skill, care about the 

that dares to be different. the lasting quality o f
G ood banking is a craft their work.

First National Bank O f Commerce
CORRESPOND ENT BANKING DEPARTMENT

Member FDIC

210 E&ronne Street /  New Orleans, Louisiana 70112
Louisiana 1-800-462-9511 /  Alabama, Arkansas, Mississippi, East Texas 1-800-535-9601 /  Elsewhere (collect) 504-561-1371 
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volvement in leasing and precisely 
what the bank’s capabilities are. This 
rule doesn’t mean that you, individu­
ally, have to be a leasing authority, but 
you do have to know where to get ex­
pert guidance. You also must know 
your bank’s comfort level with the con­
cept of leasing.

Rule No. 5. Never sell beyond the 
strength o f the bank s lease documen­
tation and organizational lease- 
knowledge base.

This point is critical. It has been al­
leged that violation of this rule has 
caused more grief for banks than any 
other aspect of leasing.

Rule No. 6. Always remember a 
lease is a long-term transaction with 
significant differences from a short­
term, working-capital loan or an 
intermediate-term installment loan.

With these rules in mind, let’s go 
back to the hypothetical definitions 
and amplify them.

1. A highly efficient utilization o f  
payment streams. This definition re­
fers to tax-oriented leasing where some 
portion of the tax benefits are passed 
along to the lessee by the lessor to 
permit leasing at a lower cost than a 
comparable loan. This type of leasing is 
complicated and is not something to be 
entered into lightly.

Your bank must have a good tax plan 
to avoid unfortunate consequences — 
not just for one year, but for several 
years. Actually, a more accurate 
phrase would be a long-term tax 
strategy. Internal Revenue Service 
rulings may be required. The bank’s 
tax rate is involved. Technical advice is 
necessary. Knowledge of Financial Ac­
counting Standard (FAS) No. 13 is im­
portant, but not for taxes. There may 
be a requirement for computer 
analysis and internal coordination in 
your bank.

The party who structures the lease 
must be well known. For example, if a 
broker or a packager —  that is, a firm 
that bids for leases and comes to you 
with a total worked-up program asking 
you to invest as an equity participant 
—  puts together a lease deal, you must 
know whether the lease documenta­
tion will be skewered in favor of the 
lessee. This could put you at a sharp 
disadvantage in the event of default. 
The analytical work must be done in­
dependently of any program brought 
to you by a lessee, broker or packag­
er. The lessee’s credit must be good 
enough not only to pay, but to “make 
you whole” in the event the 1RS disal­
lows tax benefits.

Remember always in these transac­
tions you are a partner in the deal 
whether it is a leverage lease or a

Thomas J. Tucker is 
pres., CEO and a direc­
tor, Alabanc Financial 
Corp., which he joined 
in 1972, when it was 
organized as an a f­
filia te  of Alabam a  
Bancorp., Birming­
ham-based multi-bank 
HC. He previously was 
with a major national 
financial institution, 
specializing in heavy- 
equipment leasing, sales financing and com­
mercial finance. His last position there was offi­
cer in charge of credit and operations for the 
Atlanta office.

single-investor lease. There’s a need 
for trust between the lessee and lessor 
because no one can consistently 
foresee every single problem that may 
arise.

An important aspect of this type of 
leasing for a bank to keep in mind is 
that it can be illiquid. If you put leases 
in your portfolio that rely on tax bene­
fits for part of the return, the equip­
ment cannot be sold if there’s a risk of 
recapture because the rate in the 
transactions may collapse. Terms and 
types of leases may be unattractive to 
prospective portfolio buyers. There­
fore, the decision to enter this type of 
leasing is a major policy decision by a 
bank and involves a multiple-year time 
horizon.

2. A method o f meeting specialized 
industry needs. This definition refers 
to situations where lease payments will 
be reimbursed, but capital costs may 
not be. This problem is encountered in 
the construction field or sometimes 
where work is done for the govern­
ment or in the medical field. Leasing 
frequently is utilized in a joint venture 
because it simplifies the problems of 
dividing costs among the venturers.

3. A technique to shift obsolescence 
risk. This definition is an interesting 
subject. It involves equipment knowl­
edge, timing luck and hardheaded, 
common sense. There’s the fundamen­
tal requirement that the lessor know 
when to stop in the negotiations for a 
deal. Many of you have seen the article 
in a national magazine referring to 
another billion-dollar lesson. The arti­
cle related how lessors in the computer 
field may get caught with having to 
charge off unrealized residual values 
because of the introduction of new 
models by IBM. A couple of sea stories 
can illustrate the problems of residual 
valuation.

Many years ago, a leasing firm de­
cided to lease electronic test equip­
ment with rather large residual-value 
estimates. Others in the industry felt

this decision was foolish. However, the 
leasing company made an arrangement 
with a firm dedicated exclusively to 
renting, leasing and selling this type of 
equipment as it came off lease at the 
end of the term. The firm had repair 
facilities and was able to do the 
maintenance and calibration required. 
Therefore, the leasing company was 
able to successfully handle a product 
that most companies would not lease 
on a comparable basis.

The second story involves a leasing 
company that leased a standard item of 
equipment produced by a reputable 
manufacturer. At the end of the lease, 
the lessee was contacted to ascertain 
the interest in buying the equipment. 
The lessee’s answer was startling. 
While the rental payments were made 
promptly, the equipment had been 
warehoused for two years. Now that 
the lease was over, the lessee was as­
sessing storage rental on a per-diem 
basis that roughly equaled the monthly 
rental payments previously collected 
from the lessee. The equipment not 
only had become obsolete; the man­
ufacturing company had sold the divi­
sion that produced it. This standard 
item had no value.

Even though a leasing entity has 
made safe assumptions about the value 
of the collateral at the end of the lease, 
you must remember they are assump­
tions. At the present time, for exam­
ple, jumbo tankers have limited resale 
value. Boeing 707 airplanes with noisy 
engines have an interesting residual 
question. Residual values can go up, 
and they can come down. There is a 
risk inherent in leasing where esti­
mates of residual value have entered 
into the pricing by the lessor.

4. A time-sales purchase. Where 
leasing is used in this context, basic 
documents should contain the normal 
verbiage of a security agreement and 
usually have a dollar or nominal pur­
chase option. In most cases, the docu­
ments are generated by a vendor. The 
bank needs to make a normal analysis 
of the vendor for warranties. Dealer 
agreements and assignments are 
standard to any installment loan officer 
and should be obtained. There are no 
tax consequences, and Uniform Com­
mercial Code procedures must be fol­
lowed, particularly filing. It’s critical 
that no tax advice be given to the lessee 
under any circumstances. Even in a 
time-sales situation, there’s the risk of 
misunderstanding with the Internal 
Revenue Service or a bankruptcy court 
in the event of default on a lease of any 
sort.

Another situation encountered by 
the banker in this type of leasing is to
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CAN YOU BANK ON YOUR 
CORRESPONDENT’S

INVESTMENT KNOWLEDGE AND EXPERIENCE?

COM PARE OURS!
BANK ON

SAIJKS AND UNDERWRITING

Charles Kilpatrick Granville Ramsay Richard Fletcher Stuart M cCown
15 years 6 years 25 years 21 years

BANK ON
INVESTMENT OPERATIONS

BANK ON 
FEDERAL FUNDS

Margaret Colucci Oral Kee Pam Nelson
12 years 10 years 3 years

Debbie Totty
6 years

U.S. TREASURY BILLS, NOTES AND BONDS 
GOVERNMENT AGENCY BONDS 

TAX EXEMPT BONDS 
FEDERAL FUNDS 

SAFEKEEPING OF SECURITIES 
BOND PORTFOLIO ANALYSIS AND ACCOUNTING 

WEEKLY MARKET REPORT

BANK ON OUR 
INVESTMENT DEPARTMENT

MEMPHIS BANK 
©TRUST

Incom ing W ATS Tennessee 1-800-582-6277 Other states 1-800-238-7477
Direct Line 1-901-529-3361
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be asked to lend money on a wholesale 
basis to a vendor that carries its own 
portfolio of lease paper. These accom­
modations are considered risky by the 
industry. There’s a need for careful 
analysis of vendor procedures and 
documents in these loans. Moreover, 
representations made to the vendor’s 
lessee customer have to be monitored. 
Vendor records should be audited. 
The equipment should be commodity 
checked, and there should be periodic 
direct verification with lessees. There 
are other controls that should be fol­
lowed scrupulously.

Under the Uniform Commercial 
Code, as you know, rental equipment 
is considered inventory, and you don’t 
have the 10-day protection. You must 
be sure of your legal position if you 
lend against a block of lease docu­
ments. You also should be sure the 
vendor gives you a security interest in 
the equipment leased. Leasing has the 
interesting attribute of a split between 
the payment stream and the underly­
ing collateral. You have to have both to 
be safe.

5. Simplification of budgeting or 
cost-center analysis. Frequently, a 
major company or division thereof will 
decide it’s cheaper to lease an item of

equipment rather than go through the 
control and accounting procedures to 
acquire a capital asset. The usual case 
is where the asset being acquired rep­
resents a nominal amount in relation to 
the value of the company’s total assets. 
Typically, these transactions are 
created by a vendor. Among motives 
for leasing are type of equipment and 
the fact the vendor may provide a 
unique service. Therefore, one could 
say this type of leasing is service sensi­
tive rather than price sensitive.

The bank must exercise care that the 
person signing the lease is authorized 
to commit the corporation. A board of 
directors’ resolution can accomplish 
this, but it’s somewhat fancy and 
perhaps impractical. Many leasing 
companies are willing to accept a letter 
from a senior corporate officer stating 
that the party signing the lease is au­
thorized to commit the company.

An interesting sidelight on this type 
of leasing is its utilization as a method 
of cost control by the lessee, particu­
larly for truck- and auto-fleet situa­
tions. Some lessees find it simpler to 
turn the total operation over to a full- 
service leasing company rather than 
attempt to manage its own fleet con­
trol. It’s a competitive business. Be­

Why Lease Equipment? 
Look in the Book.

Leasing the equipment you 
need — from office furnishings 
to agricultural equipment — 
makes more sense 
today than ever before.
With costs skyrocket­
ing, you’ve got to get 
the most out of every 
dollar you invest in 
your business. And a 
LeaseAmerica lease 
program can help.
Find out how by 
reading our new 
booklet. It tells

leasing:

you in simple, straightforward 
language how you can free up 
working capital for reinvest­

ment, about the tax ad­
vantages of leasing and 
more. It’s free and 
there’s no obligation. 
Write: Dick Myers, 
Vice President, 400 
American Building, 
Cedar Rapids, Iowa 
52401. Or call him 
at 319/366-5331 
today.

A w ,
LEASEAMERICA
CORPORATION

FREE In-Iowa WATS 1-800772-2051; Outside Iowa WATS 1-800553-5458 Regional Service Offices: DAVENPORT, 
IOWA (319) 322-3421; DES MOINES, IOWA, (515) 225-2769; MINNEAPOLIS, MINNESOTA, (612) 835-3644; OMAHA, 
NEBRASKA, (402) 393-2550; MILWAUKEE, WISCONSIN, (414) 276-6253; EAU CLAIRE, WISCONSIN, (715) 834-3560

cause of maintenance, accounting and 
control among other features, it’s em­
phatically not banking business.

6. A strong selling tool. There’s no 
question that leasing is a strong selling 
tool. It’s important to realize many 
prospects are pre-sold on leasing. Each 
year, more firms do facility-usage 
analysis, comparing the cost of an op­
eration to the cash flow generated. 
Ownership is irrelevant in this 
analysis. Leasing also represents a 
capability to overcome a price barrier 
to equipment purchases. Many skillful 
salesmen never quote an equipment 
price, just a monthly rental. If tax ben­
efits are passed on in the lease quota­
tion, costs can be reduced further.

One sees rental costs analyzed in 
relation to employee costs. Another 
comparison is rental cost to items pro­
cessed, which provides interesting 
ratios. Leasing provides a fixed cost for 
a specific time, and this has an attrac­
tion in an inflationary period. Leasing 
also is sold on the basis of being a 
“self-liquidating” debt in which in­
cremental income from equipment 
usage amortizes lease payments while 
providing an operating profit.

While not a rational, quantifiable 
aspect, leasing many times is the thing 
to do. We are all familiar with the 
capability of a manufacturer to cap­
italize on this psychology to extend its 
market by renting a product rather 
than selling it.

Thus, your customer/prospect may 
be signaling a change in marketing 
strategy when discussing leasing. You 
must ascertain, as this article indicates, 
exactly what type program is being 
considered, how it will be imple­
mented and what’s expected of the 
bank.

7. A code word fo r minimal equity 
and extended terms. Using leasing as a 
code word probably is one of the most 
frequent situations an installment loan 
officer will encounter. The customer 
wants to talk leasing, and he’s not in­
terested in discussing borrowing. He’s 
also not willing to admit he may be 
capital short and usually is fully aware 
of the normal terms of a bank loan. The 
customer may need a longer period of 
repayment than a bank loan will pro­
vide to justify the payoff on the equip­
ment acquisition. It’s also possible the 
cash flow generated by the equipment 
will more nearly match extended 
terms than those the bank normally 
offers. The customer may have other 
uses for current funds that he does not 
want to reveal to the bank.

This is a high-frustration situation 
for both sides of the encounter. Rather 
than argue with the customer or try to
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down-sell or sell against the lease, it’s 
better to keep the fictional aspect in 
place and — by gentle questioning and 
prodding — get at the real financial 
problem. It may be that a lease makes 
the most practical sense in this situa­
tion.

All these varied definitions and 
many more come under the generic 
term “leasing.” There’s little wonder 
the term generates confusion. It’s also 
important that loan officers ascertain 
which of these factors is the one that 
needs to be examined. To enable them 
to provide full-service banking to their 
customers, they have to keep an open 
mind about leasing and remember that 
it’s different from a bank loan or time- 
sales financing.

Now that we have talked about what 
leasing is, let’s consider for a moment 
how it’s doing. One of the fun aspects 
of being in the leasing business is the 
capability of tossing around great fig­
ures. It was recently described as a 
$100-billion industry. I heard another 
figure of $10 billion per year in vol­
ume. These are handsome numbers. 
Interestingly enough, the industry still 
remains in the shadows. There are few 
hard numbers available to those in or 
out of the leasing business. This factor 
may change as FAS 13 is implemented.

There’s justification for the tremen­
dous enthusiasm of those in leasing. 
For example, a study of leasing utilized 
a sample of eight major, active banks. 
These banks had outstandings of $527 
million in direct-lease financing in 
1973. Through 1976, this figure had 
increased to a little over $3 billion. 
That’s almost a 500% increase. It may 
surprise you to learn that, during the 
same period of time, banks reported 
that yields in 1973 ranged from 5.6% to 
14.9%, and the 1976 range was from 
10.4% to 19.9%. Those in the banking 
business may look at those yields and 
say “WOW!” Those of us in the leasing 
industry would say, “I wonder if 
they’ve got all their costs covered.”

What frequently gets lost in all the 
excitement about the reported yields 
on leasing transactions is that they in­
herently are more expensive than 
loans. There are more risks. There not 
only is a credit risk, but a money- 
market risk. A lease is a fixed-rate 
transaction for an extended term. If the 
bank’s liquidity turns against it and 
money costs accelerate, the lease 
portfolio could run at a loss for a period 
of time. There are the problems of 
rights in the event of default, problems 
of liability insurance, risk of product 
liability, changes in tax laws, residual- 
evaluation changes and all the other 
items that enter into an analysis of a

lease that must be kept in mind. The 
portfolio administration is much more 
expensive than for installment loans. A 
banker cannot afford to look at leasing 
as one does bank lending in regard to 
pricing. Do not be misled by reported 
yields unless you have all the facts.

To sum up, leasing is a significant 
factor in the economy with a product 
that becomes more important each 
year. Despite modifications in the tax 
law, the Financial Accounting 
Standards Board approach, the SEC, 
Congress, the legal environment and 
all the other myriad factors that impact 
the industry, we will, I believe, see 
continued growth.

Bankers need to be conversant with 
this product. To reiterate what has 
been said previously, it’s crucial to 
keep in mind the differences between 
lending and leasing with all its var­
iations. An executive decision to lease 
made without prior clearance with at 
least the tax, controller, legal and ac­
counting functions almost guarantees 
confusion and unfortunate results. 
Above all, there must be precise, lucid 
communication at all levels of a bank 
when a decision is being made to offer 
leasing as an additional service to its 
customer base. • •

HC Registration Procedures 
Changed by Federal Reserve

Several technical changes affecting 
registration of bank HCs or applica­
tions for expansion have been ap­
proved by the Fed.

The agency revised its rules of pro­
cedures for handling requests for re­
consideration of Fed decisions and for 
the handling of requests for hearings 
and comments on applications.

The agency also eliminated the re­
quirement for new bank HCs to regis­
ter with the Fed within 180 days by use 
of certain forms. The Fed will collect 
essential data for registration purposes 
by means of six questions about the 
firm’s financial organizational struc­
ture that will be asked in a letter sent to 
all bank HCs whose formation the Fed 
has newly approved.

Bank HCs must receive prior Fed 
approval of their organizational struc­
ture before beginning operations. The 
registration process will be completed 
in the annual report that must be filed 
with the Fed by all bank HCs.

Get to know 
our people

Woolsey & Company offers you over a 
century of combined municipal investment banking 
experience, plus the opportunity to increase your 
lending capacity to small business through our full 
government guaranteed loan services.

If you have any questions about investment 
and municipal finance or government loans, get to 
know the people who know. Get to know the people 
at Woolsey & Company.

INCORPORATED

IN V E S TM E N T  B A N K E R S

1401 First National Center East, Oklahoma City 405/239-7123 
1503 Philtower, Tulsa 918/584-5213 

Associate Member, Oklahoma Bankers Association
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Benefits of T ax-O riented  Leasing 
F o r Both Lessor and Lessee

LEASING has become an ever 
more attractive alternative to 

traditional methods of acquiring and 
financing equipment.

Leasing can be looked at from three 
perspectives:

• How is leasing preferable to pur­
chase with long-term financing?

• What kinds of businesses are pro­
spective lessees?

• What roles do banks play in leas­
ing arrangements?

Tax-oriented leasing in particular 
offers advantages to both lessor and 
lessee. A tax-oriented lease must qual­
ify as a true lease for tax purposes 
under Internal Revenue Service (IRS) 
rules and procedures, which require 
the owner of the equipment to retain

As an equipment owner, the 
financial institution is selling its 
tax benefits a t a discount to 
someone with little or no ta x a ­
ble income who can't use tax  
benefits that may be developed  
within his own business.

the risk of ownership and to lease the 
equipment to a user for specific 
periods at specific rentals. The lessee 
merely makes the rental payments as 
he uses the equipment during the 
agreed lease term. He makes no initial 
investment in the equipment.

The more important IRS guidelines 
require that the lease term:

• Not exceed 80% of the estimated 
useful life of the equipment;

• That the estimated fair market 
value of the equipment at the end of 
the lease term not be less than 20% of 
the original cost of the property;

• If the lessee has an option to pur­
chase the property at the end of the 
lease term or at any other time, or the 
right to renew the lease, the renewal 
rent or the purchase price must not be 
less than fair market value.

Two major benefits accrue to the les­
sor —  tax benefits and the value of the 
equipment at the end of the lease. 
Even though the lessor doesn’t use the 
equipment in its primary business, the 
lessor can, by virtue of owning the
68

By DWIGHT ANDERSON 
Senior Vice President 
First National Bank 

Minneapolis

equipment, depreciate it for tax pur­
poses, take an investment tax credit 
against his income taxes and deduct 
whatever interest is due on the debt 
obligation as part of the lease transac­
tion.

The advantages offered by becoming 
an equipment owner for lease pur­
poses make doing so especially suitable 
for a business, such as a commercial 
bank, which has a high taxable income 
and isn’t capital-equipment intensive. 
Of course, other financial interme­
diaries, and some commercial and in­
dustrial companies, can also benefit. 
Essentially, such businesses aren’t 
eligible for large amounts of deprecia­
tion and investment tax credits, so 
leasing gives them benefits they can 
pass on through a lease transaction.

As an equipment owner, the finan­
cial institution is, in effect, selling its 
tax benefits at a discount to someone 
with little or no taxable income who 
can’t use tax benefits that may be de­
veloped within his own business as an 
equipment owner.

The outcome is that by discounting 
the tax benefits, the lessee’s cost of 
financing the equipment is substan­
tially less than the cost of borrowing to 
purchase the equipment. The saving is 
the spread between the implicit cost of 
the lease to the lessee and the rate of 
interest the lessee would have to pay to 
finance the purchase of the equip­
ment.

The amount of saving obviously 
varies, but the implied cost of financ­
ing the equipment during the term of 
the lease is always less than other types 
of financing. For example, computer 
leasing transactions have been priced 
at a zero or slightly negative cost of 
financing. Some income-producing or 
capital-equipment leases have been 
priced at a cost of financing of 1% to 
5%. Compare those costs to long-term 
debt costs, which range currently from 
9Vt% to 12%, and it’s clear why tax-

oriented leases are attractive to the les­
see.

There may be disadvantages to the 
lessee, depending on the value of the 
equipment at the end of the lease 
term. This value can’t be ascertained at 
the beginning of the lease. If the re­
sidual value of the equipment is sub­
stantially greater than the savings ob­
tained during the lease term, the les­
see may not have had an advantage in 
leasing the equipment. Conversely, if 
the owner makes an unrealistically 
high residual assumption, he could 
find he has leased the equipment for a 
long time for little or no return.

Beyond the tax advantages to both 
parties in a lease agreement, there is 
favorable fallout to the economy when

The advantages offered by 
becoming an equipment owner 
for lease purposes make doing 
so especially  suitable fo r a 
commercial bank, which has a 
high taxab le  income and isn't 
capital-equipm ent intensive.

some firms sell tax benefits to others. 
This advantage is in the form of a busi­
ness stimulator. Businesses with avail­
able cash are able to invest it in 
capital-equipment-intensive busi­
nesses that would find it difficult to 
operate without this additional capital 
—  coal mining companies, airlines, 
railroads, oil refining and distribution, 
electricity producers and the like.

Generally speaking, tax-oriented 
leases are made only in amounts over a 
million dollars. Most of our firm’s 
leases, for example, are from $5 million 
to $50 million. Our largest was for $180 
million on a fleet of tankers.

The reason for the $1 million 
minimum is merely transaction costs. 
Some customizing is required in all 
transactions, resulting in direct out­
side expenses for legal fees, printing, 
tax counsel and trustee fees anywhere 
from $20,000 to well over $1 million, 
depending on the size and complexity 
of the lease.

Banks and other lessors ordinarily 
don’t invest millions of dollars for
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When Commerce Bank 
handles your 

credit card processing 
your profits start now, 

not 5-10 years down the road.

Immediate 
profits for 
your bank.

Other bank credit card processing 
programs can take years to becom e 
profitable for your bank. With Com m erce, 
however, there are no development costs 
charged against your accounts. You get 
immediate earnings from both merchant and 
cardholder activity, plus greater income 
potential.

You deal with full-time bank card 
representatives w hose sole function is to 
make sure that both you and your custom ers 
get knowledgeable, prompt, courteous 
service.

And you have the assurance of working 
with the most experienced credit card center 
in this part o f the country. One with an 
unequalled, ten-year record of customer 
satisfaction.

Last year, w e provided a full range of 
credit card services to over 250 banks, 
15,000 merchants and m ore than 500,000 
cardholders. Our Visa sales volume alone 
placed us among the top card-issuing banks 
in the nation.

Whether you’re just starting your card 
system  or are already operating one, talk to 
your Com m erce Correspondent or contact 
the Bank Card Center direct. Find out how  
your bank can immediately profit from our 
service.

€* Commerce Bank
of Kansas CityNA
10th & Walnut
(816) 234-2000

MID-CONTINENT BANKER for December, 1978 6 9

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



periods of 25 to 30 years. Leases up to 
$5 million for terms of 8-10 years are 
sometimes done on a single investor 
basis. The investor actually invests the 
full $5 million in equipment costing 
that much and recovers the investment 
and profit over the lease term. The 
owner’s principal is returned, along 
with a small amount of profit computed 
similar to an interest factor. Additional 
income flows from tax benefits and 
from the sale or the leasing of the asset 
at the end of the lease term.

Larger and longer term transactions 
are leveraged by the owner, who in­
vests from 20-50% of the equipment 
cost and mortgages the equipment for 
the balance. The mortgages are made 
by typical long-term lenders —: insur­
ance firms and pension funds.

On the leveraged transaction, the 
interest cost paid to the long-term 
lender is a deductible expense to the 
owner, and therefore enhances the 
yield on the transaction. The other ad­
vantage to the owner in leveraging is in 
recovering the investment in a shorter 
period than the lease term.

On a typical 15-year railroad transac­
tion, for instance, the owner recovers 
his investment in about 30 months, but

must wait until the end of the lease 
term to obtain the bulk of the profit 
that will be derived from the sale of the 
equipment. • •

Bank’s Relocation Appeal 
From Wellston to Clayton 
Denied by Commissioner

WELLSTON —  Landmark Central 
Bank appealed —  on November 13 —  
Missouri Finance Commissioner 
Edgar Crist’s denial of its request to 
move to Clayton, which, like 
Wellston, is a St. Louis suburb. Also 
appealed was Mr. Crist’s denial of the 
bank’s request to open a new bank 
here. Both denials were issued 
November 3. Both appeals were filed 
November 13 with Mr. Crist as repre­
sentative of the state banking board.

According to Thomas Lewin, attor­
ney handling the bank’s appeal, the 
board has 90 days within which to hold 
a hearing and reach a decision on the 
future of the two banks. At the hearing, 
which will be held at a location to be 
designated by the banking board, all 
interested parties can be heard.

Landmark Central wants to move to 
Clayton, said Ralph G. Broeker, its 
senior vice president, because its cus­
tomer base is there, with 67% of the 
bank’s deposits coming from that area. 
The bank believes it can serve a large 
metropolitan area better from Clayton, 
the county seat, than it can from 
Wellston, which is only four-tenths of a 
square mile in area.

In the opinion Mr. Crist issued de­
nying the two requests, he said his de­
partment’s investigation disclosed no 
threat to existing Clayton banks if 
Landmark Central were to move 
there. However, he continued, he 
does perceive a threat to Ladue- 
Innerbelt Bank, which is located about 
a half mile northwest of the proposed 
relocation site. Ladue-Innerbelt Bank 
formerly was located in Pine Lawn, 
where it was known as Pine Lawn 
Bank, but has operated in Clayton 
since July 7, 1975. Since that time, said 
Mr. Crist, the bank has suffered con­
tinuous and substantial losses and is 
not yet operating profitably.

Admittedly, he continued, not all 
the bank’s problems the last three 
years can be attributed to the nature of 
the Clayton-Ladue banking market. 
However, he pointed out, the bank 
now is controlled by a new majority 
shareholder; it has a new managing of­
ficer, and it is in the early stages of 
erecting a new building, which will re­
place its presently inadequate quar­
ters. As a result of these recent actions, 
said Mr. Crist, Ladue-Innerbelt Bank 
should be able to resolve its problems 
in a reasonable time if its competitive 
environment is not altered signifi­
cantly.

The relocated Wellston bank, said 
Mr. Crist, would become the lead 
bank of a ’ well-known St. Louis 
County-based bank holding company 
and not only would restrict the ability 
of Ladue-Innerbelt Bank to attract 
additional deposits —  it would 
threaten its existing deposits.”

Mr. Crist also pointed out that the 
other banks in the Clayton-Ladue area 
are affiliated with well-known bank 
HCs or chain-banking organizations 
and, therefore, could increase their 
marketing operations if a new bank ap­
pears on the scene. Again, he de­
scribed Ladue-Innerbelt Bank as 
being unable to meet the increased 
competition because of its small size 
and its independent status.

Mr. Crist based his denial of a char­
ter for a new bank in Wellston on the 
fact that it would be located on the 
premises to be vacated by the present 
bank, and many Wellston residents, 
several of its elected representatives

YOUR IYOUR DIRECT LINE TO 
PROMPT, PERSONAL 
CORRESPONDENT 
BANKING SERVICES
For knowledgeable, personalized 
attention to correspondent 
banking problems...

you ought to know a 
DETROIT BANK-erfa rffo y ? DETROIT 

BANK 
& TRUST

Member FD IC
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and a number of public and private 
organizations there and in St. Louis 
County have expressed spirited op­
position to Landmark Central’s reloca­
tion application. Even if the applica­
tion to relocate had been approved, 
according to Mr. Crist, the ability of 
the proposed Landmark Bank of 
Wellston to garner sufficient deposits 
to operate profitably and to maintain 
capital adequacy in the face of such 
strong public opposition would be 
highly questionable.

Fruits of Success.-

ABA Commercial Praises 
Bank-Backed Desert Farming

A half century ago, the desert would 
have been fit only for “horned toads 
and lizards,” but today California’s San 
Joaquin Valley produces 4% of 
America’s total farm crops. The story of 
the valley’s environmental alteration 
with the help of Full Service Bank 
financing is being told on the ABA’s 
newest TV commercial.

Commercial's Objectives
The ABA’s new commercial re­

flects its 1978-79 advertising theme
—  to enhance public understanding 
of how America’s bankers enrich cus­
tomers’ lives.

In addition to a complete range of 
consumer and commercial banking 
services, the commercial stresses 
community interaction. Banks rein­
vest customer’s savings into commu­
nity business loans. The loans help 
the community which eventually 
helps improve the customer’s envi­
ronment.

A new animated trademark ending
—  a blue “ Full Service Bank” circle 
logo —  is featured through the 
familiar bank vault door.

“ We re not shutting the (bank 
vault) door any more,” said Sam 
McHose, chairman of ABA’s com­
munications council’s advertising 
task force, “because we feel the open 
door conveys more accurately the at­
titude of America’s bankers toward 
their customers.”

The commercial stars veteran actor, 
Charles Aidman, who received an 
Emmy nomination for the television 
version of the “Spoon River” anthology 
and who has appeared in more than 
200 TV shows. Mr. Aidman appears in 
the commercial with a ton-and-a-half 
bank vault door, which, when opened, 
revealed the lush fields of the Califor­
nia valley.

One of the valley’s early pioneers, 
Giuseppe Giumarra, is the subject of

the ABA commercial. With the help of 
his local banker, Mr. Giumarra began 
transforming one ranch at a time in the 
Bakersfield area. Deep wells for irriga­
tion had to be drilled, sometimes more 
than 2,000 feet down. The cost for one 
well often amounted to $75,000 in 
1920s and 1930s dollars. Today, the 
Giumarra vineyards farm 11,000 acres

Charles Aidman (I.), veteran actor, is 1978-79 
ABA Full Service Bank spokesman for advertis­
ing program. Television debut was aired during 
weekend professional football on CBS and NBC 
affiliate stations and concentrated on successful 
environmental alteration of San Joaquin Valley 
in California.

and are the largest producer of table 
grapes in the country.

Left this m an help  
you r bank prof ift.

A loft of bankers do.
Call John Holleman (205/832-8370)

Senior Vice President & Investment Officer 
of First Alabam a Bank of Montgomery, N. A.

first Alabam a Bank
#  of Montgom ery n a
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How A re  W e D oing?
Customer Survey Helped One Bank 

Find Answer to This Question
By STEPHEN R. WILLSON and DAVID R. RINK

\ ^ 7 H E N  BANKERS want to know what kind of 
V V job they’re doing, they look at profits. The 

bigger the profits — the better they’re doing. The 
only problem with this approach is that it won’t tell 
why a bank’s performance is as it is. If a banker 
wants to increase his profits, he needs to know what 
he’s doing right (and wrong!).

Every businessman knows there are only two 
ways to improve profits — cut costs or sell more. 
Bankers always have kept a wary eye on costs. After 
all, a penny saved is half a penny earned (after 
taxes). However, costs can be cut only so far. What 
can be done to sell more?

This question has become more important with 
the rise of powerful nonbank competition: S&Ls, 
credit unions and now even brokerage houses. 
Banks have answered this question in a variety of 
ways. Some give away free gifts with every new 
account and every deposit. Others spend heavily on 
television and newspaper advertising. Many banks 
install the latest hardware. All this effort may be 
wasted unless bankers find out how their customers 
are responding.

How One Bank Found Out. First National, 
Rochelle, 111., found out how its customers were 
responding to its marketing efforts. First National is 
a bank that’s doing well. With assets of $54 million, 
it consistently has earned better than 1.2% on its 
assets. Yet it gives away no premiums, nor does it 
spend heavily on advertising. How does the bank do 
it?

According to President Mark E. Tilton, First Na­
tional always has stressed customer service.

“We have grown tremendously for several years, 
but have always tried to keep our business on a 
‘first-name’ basis, just as we did when we were 
smaller,” he says.

The bank trains its tellers to know their customers 
and to call them by name. It staffs 14 lobby windows 
and has eight drive-up windows. Customers deal

Stephen R. Willson is assistant auditor, First National, 
Rochelle, 111., and David R. Rink, B.S., M.B.A., Ph.D.,

7 2

with one loan officer for all their loans, rather than 
with the agricultural loan officer for operating loans, 
the installment loan officer for auto loans, etc. Re­
cently, it created a new customer service depart­
ment to deal with all customer questions and prob­
lems. First National believes its customers prefer to 
know they won’t be shuffled from department to 
department when they need help.

First National decided it could do a better job 
servicing its customers if it knew how they were 
responding to the bank’s efforts. It decided to 
undertake some in-house market research to find 
out.

The first step was to define the market of interest. 
It was decided to limit the study to existing bank 
customers, rather than the geographic area in gen­
eral. First, more information could be conveniently 
gathered on customers of the bank. Second, the 
bank was interested specifically in its customers’ 
views. Third, it was physically easier to choose ran­
domly and survey a sample of customers than a 
combined sample of customers and non-customers.

The second step was the survey design. A mail 
survey was chosen because it required less time to 
administer than a telephone survey or personal 
interview. Additionally, First National didn’t want 
to limit its survey to persons with telephones or 
listed telephone numbers. It also was felt that cus­
tomers would regard a mail survey as less intrusive 
than a telephone survey. The survey itself was lim­
ited to one page. Management decided that a longer 
instrument might discourage customers from filling 
it out and returning it.

Choosing the questions required great care. Cer­
tain factors that have been found to be important to 
customers in previous bank-marketing studies were 
included, such as convenience of hours, ease of 
check-cashing, reputation and friendliness of per­
sonnel. The bank’s top management became in­
volved in formulating questions to include these

is in the marketing department, Northern Illinois Univer­
sity, De Kalb.
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SAFE KEEPING COMPUTER SERVICES

COIN &  CURRENCY INTERNATIONAL BANKING BOND DEPARTMENT

Sometimes it takes more than one to reach a goal. 
That is where the Whitney comes in. For over 90 years, 
the Whitney reputation for sound banking knowledge 
and reliability has been a strong factor for success in 
correspondent banking.

The Whitney would welcome the opportunity to join 
with your organization to achieve mutual goals.
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The survey described in the accompanying article had 13 questions 
or statements, beside each of which respondents could check one of 
six categories: “strongly agree,” “agree,” “slightly agree,” “slightly 
disagree,” “disagree” and “strongly disagree.”

The 13 questions or statements were as follows:
1. Cashing a check is never easy. We try to make it as uncompli­

cated as possible at the First National Bank. Are you satisfied with our 
check-cashing procedure?

2. The staff at the First National Bank is courteous and friendly.
3. We know we cannot always recognize each and every one of our 

customers, but we try to know as many of them as we can. Are you 
satisfied with our efforts in this area?

4. The First National Bank has a good reputation in our commu­
nity.

5. The First National Bank’s hours are convenient for me.
6. Personnel at the First National Bank serve their customers 

promptly and efficiently.
7. If I have ever had a disagreement with the First National Bank, 

its representative has always been fair and willing to listen.
8. When I want to borrow money, I go to the First National Bank.
9. The staff at the First National Bank tries to be helpful.
10. The people at the First National Bank treat you like an indi­

vidual.
11. Iam  satisfied with the First National Bank’s service.
12. There are services I would like to see the First National Bank 

offer.
13. There are services the First National Bank offers I would like 

to know more about.
At the end of the survey, respondents were invited to tell the bank 

what services they would be interested in by listing them on the 
reverse side of the survey sheet.

concepts. Customers were asked to 
rate their responses to the attitude 
questions on a six-point scale from 
“strongly agree” to “strongly dis­
agree.” Customers also were asked to 
comment on any answers and to make 
suggestions.

Results. The first step in evaluating 
survey results was to compare sample 
respondents to the bank’s customers. 
Comparisons were made between the 
bank’s customers as a group and re­
spondents on the basis of service 
usage, deposit balance and age of ac­
counts. Those who returned the sur­
vey were found to be representative of 
the bank’s customers.

Survey results overwhelmingly af-

AREA CODE 
'314'

TELEPHONE NUMBER 
883-5755

RICiéâsgD L.

A lA ^ llip E C T
&

AS^PiPiTES
P.O. BOX 403 

342 MARKET STREET 
STE. GENEVIEVE, 
MISSOURI 63670

A R C H IT E C T U R A L /E N G IN E E R IN G  
SERVICES FOR THE SMALL &  
M E D IU M  SIZE B A N K  PROJECT

BRO CHUR E AVAILABLE U P O N  
REQUEST

BROCH
M a r k e t  A n a ly s is

Feasibility Studies 
Site Evaluations 

Financial Institution Studies

BROCH S RSSOCIPTE5
3 5 3 2  N W 2 3 rd  

Post O f f i c e  B o x  1 2 4 6 5  
O k la h o m a  C i t y  O k la  7 3 1 5 7  

P h o n e  (4 05 )  9 4 2 -8 6 3 1

firmed First National’s policies: Cus­
tomers like the emphasis on service. 
Over 90% of respondents felt that 
check cashing is easy for customers of 
First National. Ninety-three per cent 
were in the “agree” or “strongly agree”

categories regarding friendliness of 
bank personnel. Eighty-eight per cent 
felt the staff does a good job of recog­
nizing their customers. Ninety per 
cent felt the bank has a good reputation 
in the community. (As a standard of

PERSONNEL PROBLEMS?
WHETHER YOU ARE A PERSONNEL MANAGER 
LOOKING FOR AN OFFICER. . .
OR A BANKER WISHING TO RELOCATE

WE CAN HELP
Put this confidential and guaranteed 
service to your use today.

FINANCIAL
PLACEMENTS
a division of Bank News, Inc.
912 Baltimore, Kansas City, Mo. 64105 
816-421-7941 TOM CHENOWETH, Manager
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comparison, Robert J. Pearson, in a 
1975 study, found that fewer than 
one-half of bank customers were “very 
happy” or “generally favorable” to­
ward their banks.) Fewer than one- 
fourth of the respondents indicated 
they would like to see new services 
offered.

Concerning bank hours, 71% sup­
ported the current schedule. There 
was no consensus among those who 
wanted longer hours on when to ex­
tend them. Therefore, management 
decided not to expand hours.

The bank’s lobby hours are: 9 
a .m .-3 . p .m ., Monday through
Wednesday; 9 a. m.-noon, Thursday; 9 
a.m.-7 p.m., Friday, and 9 a.m.-noon, 
Saturday. Drive-up window hours are: 
8:30 a.m .-5 p.m ., Monday through 
Wednesday; 8:30 a.m.-noon, Thurs­
day; 8 :30a.m .-7 p.m., Friday, and 8:30 
a.m.-noon, Saturday. In addition, 
there’s 24-hour depository service.

Next, customers’ attitudes were 
evaluated against checking-account 
balances, savings-account balances, 
loan balances, length of relation and 
service usage. All groups responded 
favorably, indicating First National is 
doing a good job appealing to all cus­
tomer segments.

Some evidence was found that cus­

tomers who used more services were 
happier with the bank, but not enough 
to draw a firm conclusion. Equally in­
teresting, no evidence was found that 
customers who are happier with the 
bank maintain larger balances or bor­
row more heavily. If this conclusion 
applies exclusively to First National of 
Rochelle, it indicates the bank is doing 
an excellent job of appealing to a broad 
group of customers. If this conclusion 
applies to other banks, it has strong 
implications about the efficacy of 
cross-selling to increased profits.

Conclusions. Marketing of bank ser­
vices probably is more important now 
than at any time in banking history, but 
banks cannot make the right decision 
on marketing policies if they don t 
know how their customers will re­
spond. Any bank can benefit by doing 
in-house market research on customer 
satisfaction with bank policies. Banks 
that don’t have anyone on their staffs 
capable of doing such research should 
investigate the possibility of hiring 
professional market researchers to de­
termine this vital information for 
them. • •

Olympic Scoreboard Contract 
Awarded to Daktronics

Daktronics, Inc., Brookings, S. D., 
has been awarded the contract to sup­
ply scoreboards for the 1980 Winter 
Olympics at Lake Placid, N. Y. The 
displays, including ski jump, speed 
skating, cross country, biathion, al­
pine, bobsled and luge, will be in­
stalled now through April, 1979, for 
pre-Olympic trials.

The firm markets time-and- 
temperature and message-center sys­
tems and scoreboards, in addition to 
electronic informational displays, such 
as voting systems and special projects.

Daktronics, Inc., Brookings, S. D., has accepted 
1980 Winter Olympics, Lake Placid, N. Y., 
scoreboard contract. From I.: Aelred Kurtenbach, 
firm pres.; Arch Swinyer, deputy director, mar­
keting, Lake Placid Olympic Organizing Com­
mittee (LPOOC); Ronald MacKenzie, pres., 
LPOOC; and Alex Cheng, pres.. Seagull, Inc.

What Every Director 
Should Know About

$22  per copy
O V E R  2 0 0  Pages

Society as a whole is demanding more 
disclosure from all its segments, including 
banking. This posture literally forces 
bankers to re-examine policies on types 
of information that can be disclosed pub­
licly.

The disclosure policy o f a board can 
be a major factor in the public's judgment 
of a bank's conduct. The fact that a bank 
is willing to discuss — or make public — 
actions that have a significant bearing on 
ethical considerations w ill encourage high

CORPORATE ETHICS
standards of ethical conduct on the part 
of the bank's entire staff.

It  should be the responsibility o f EV­
ERY BANK DIRECTOR to aid in devel­
oping a code of ethics for his bank. All 
too often, however, directors lament: 
"We want to do the right thing but we 
aren't sure what the right thing is!”  

This manual w ill enable directors 
to probe the "grey" areas of business 
conduct so they can establish written 
codes of ethics. Such codes often can 
help banks avoid "tainted business prac­
tices" that can place the bank — and its 
officers and directors — in "uncom fort­
able" positions in their communities.

This manual contains several complete 
codes of ethics adaptable to YOUR 
BANK. ORDER TODAY!

QUANTITY PRICES
2-4 copies.................................$20.00 each
5-7 copies.................................$19.00 each
8-10 copies.................................$18.00 each
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From the Mid-Continent Area

Alabama
■  CH ARLES E . REID  has been 
promoted to data processing officer, 
First National, Mobile. He has been 
with the bank since 1977 as a systems 
analyst and has more than seven years’ 
experience in programming.

■  SOUTHERN BANCORP. of 
Alabama, Birmingham, has announced 
new board members: Elmer J. Bissell,

John H. Neill Dies
John H. Neill, 62, ch. 
and CEO, Union Bank, 
Montgomery, died 
November 8. He was a 
former pres., Alabama 
Bankers Association.
Mr. Neill moved up 
from bank pres, to ch. 
and CEO in the middle 
of 1976. He had been 
an officer of Union 
Bank since 1949.

president, Air Engineers, In c., 
Thomas Construction and Erection 
and Thomas Electric Co.; Richard J. 
Comer, owner, Glennville Plantation, 
Pittsview; Emory Cunningham, presi­
dent, Progressive Farmer Co., Bir­
mingham; John S. Jemison Jr., chair­
man, president and treasurer, Jemison 
Investment Co., Inc.; and B. A. Mon­
aghan, chairman, executive commit­
tee, Vulcan Materials Co. In action at 
the HC s subsidiary, Birmingham 
Trust National, Emmet O’Neal, presi­
dent, O Neal Steel, Inc., has been 
elected to the board.

I  WILLIAM H. BOWEN, president 
and CEO, Commercial National, Lit­
tle Rock, has been elected vice chair­
man, Arkansas Industrial Develop­
ment Commission. He was appointed 
to the commission in 1973 and was

reappointed to a 10-year term in 1976. 
Elected chairman of the commission 
was John E. Coffey, Conway mobile 
home manufacturer.

I  JIM WATTS has been promoted to 
vice president for advertising and 
public relations at Union National, Lit­
tle Rock. He joined the bank in 1967 
and has been in the marketing division 
seven years. He was formerly an assist­
ant vice president and has supervised 
the bank’s advertising and public rela­
tions since 1974.

Illinois
■  WILLARD BUNN III has been ap­
pointed executive vice president and 
has been elected to the board, 
Springfield Marine Bank. He pre­
viously was with Chemical Bank, New 
York City, in the corporate banking 
division. Mr. Bunn is responsible for 
the correspondent division in his new 
position.

BUNN

■  THOMAS R. HACKETT has joined 
Harris Trust, Chicago, as an assistant 
vice president. He is a staff member of 
the trust department representative 
office in Scottsdale, Ariz. Mr. Hackett 
formerly was president of his own in­
vestment advisory firm in Burlington, 
Vt., and now is responsible for trust 
development and portfolio manage­
ment services in Scottsdale.

I  NEIL R. GUNN has been elected 
vice president, multinational banking 
services departm ent, Continental 
Bank, Chicago. Based in Chicago, Mr. 
Gunn calls on corporate customers in 
the Southeast, Mid-South, Northeast 
and Midwest.

I  BROADWAY BANK, Chicago, has 
received a charter from the Illinois 
commissioner of banks and trust com­
panies. The bank, which is still in or-

MID-CONTINENT BANKER for December, 1978

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.

UNION BaiUK&TRUST GO. call
60 Commerce St., Montgomery, Alabama TOLL FREE
Alabama’s Largest Independent Bank 800-392-5821
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William C. Harris, commissioner of banks and 
trust companies, is shown granting charter for 
Broadway Bank, Chicago, to Alexis Giannoulias, 
bank ch., at ceremony attended by bank's direc­
tors.

ganization, is located at 5960 North 
Broadway and will be capitalized at $2 
million. Alexis A. Giannoulias is 
chairman, and Robert H. Brown is 
president.

■  CENTRAL NATIONAL, Sterling, 
has appointed Willard C. Brenner to 
assistant real estate loan officer, 
Stephen M. Bryan to trust administra­
tion officer and Robert D. Eversman to 
investment and financial planning offi­
cer. The bank has begun sponsoring a 
24-hour time-and-temperature tele­
phone service.

■  NORTHERN TRUST, Chicago, has 
announced the following vice presi­
dents, trust department: James R. 
Haring, Richard W. Heiden and 
Robert F. Tanner.

■  ROSELLE STATE has opened a 
new facility in Schaumburg. This is the 
bank’s third location, which offers most 
banking services available at the main 
office, including ATMs. During the

Otto Heads I BA Ag Div.
Myron Otto, vice president, Bank 

of Pontiac, has been elected presi­
dent of the Illinois Bankers Associa­
tion’s agricultural credit division. 
Also elected were Howard Walker, 
vice president, First National, Me- 
tamore —  first vice president; Lon­
nie G. Doan, vice president, Olney 
Trust —  second vice president; and 
Larry Beaty, vice president, First 
National, DeKalb, and John Shover, 
executive vice president, First Na­
tional, Barry —  executive committee 
members.

Awarded ag scholarships at the di­
vision’s recent conference were 
Gregory D. Carroll and Larry J. 
Schmidt, students at Western Il­
linois University and the University 
of Illinois, respectively. Each award 
was for $1,000.

grand-opening celebration prizes of 
one $500 bill and five $100 bills were 
given away to registered lobby cus­
tomers. Helene J. Wanat has been ap­
pointed manager of the new office.

■  FRED O. SACK has been elected 
president, Manufacturers Bank, Chi­
cago, succeeding Samuel F. Hillman, 
chairman, as chief executive officer. 
Mr. Sack retired November 1 as senior 
vice president, Harris Bank, Chicago.

Indiana

■  LIN CO LN  NATIONAL, Fort 
Wayne, has announced the opening of 
its 11th office at 5903 Bluffton Road. 
Betty Blain is the Waynedale Office 
branch manager and John McArdle is 
the assistant branch manager.

Robert A. Morrow (l.)r ch. and ceo, Lincoln Finan­
cial Corp. and Lincoln National, Fort Wayne, 
hands new charter, Waynedale Office, to Betty 
Blain, branch manager. From his I. are: John 
McArdle, assistant branch manager, and Carl A. 
Gunkler, pres.

■  MERCHANTS NATIONAL, In­
dianapolis, has promoted Michael J. 
Huser to assistant vice president from 
assistant cashier, and Robert D. 
Kivett, director of management de­
velopment and training, to officer 
status. Mr. Huser is manager, Shade- 
land Square Office, and Mr. Kivett is 
responsible for design and implemen­
tation of management development 
and employee training.

■  LAFAYETTE NATIONAL has an­
nounced the following promotions: 
James E. May, head of consumer loan 
department, vice president; James A. 
Dykhuizen, manager, Stadium Square 
Office, assistant vice president; and 
Larry E. Suter, manager, Sagamore 
Parkway Office, assistant vice presi­
dent.

■  CARL W. SEBITS has been ap­
pointed advisory director at Security 
State, Great Bend. Mr. Sebits is a 
partner in Pickrell Drilling Co., Pick- 
rell Oil Co., Mobile Drilling Co. and 
Central Dirt Service. He is president

MID-CONTINENT BANKER for December, 1978

NOW 
For O nly $3.00

You May Purchase 
This Valuable Manual 
As a Guide for Your 
Board of Directors!

A Model Policy for a 
Bank's Board of Directors
This 32-page booklet will be a valuable 
addition to your bank's library, for it 
contains a wealth of information that 
will aid your board and your top man* 
agement in organizational problems.

Here are some of the sections it contains:

1. A  typical organizational chart.
2. Duties and responsibilities, of man­

aging officers and various standing 
committees.

3. Management philosophy.
4. Policies to be adopted by the board.
5. Operation and policies for the loan 

and discount committee.
6. Loan, investment and collection pol­

icies.
7. Outline of a suggested investment 

policy.

Every bank should have a 
w ritten  set of policies ap­
proved and adopted by the 
board. This manual can help 
your bank in preparing such 
a manual or in updating the 
manual you now have in op­
eration.

SEND YOUR ORDER AND CHECK (sorry, 
no billed orders) TO THE PUBLISHER:

The BANK BOARD Letter
408 Olivo St. (Room 505)

St. Louis, Mo. 63102
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YBOK Elects New Officers
Murray D. Lull, vice president, 

Smith County State, Smith Center, 
was elected president of the Young 
Bank Officers of Kansas at the or­
ganization’s recent convention. 
Other officers include Joseph H. 
Stout, vice president, Fourth Na­
tional, Wichita —  vice president; 
Steve Colliatie, installment loan offi­
cer, Union National, Manhattan —  
secretary; and Dean Thibault, corre­
spondent banking officer, Hutchin­
son National —  treasurer. Imme­
diate past president is Ray Makalous, 
vice president, First National, To­
peka.

Elected directors were Randy 
Schm idtberger, vice president, 
Farmers National, Victoria; E. 
Dwayne Walls, vice president, Ben­
nington State; Leon Flax, assistant 
vice president^ Fidelity State, 
Dodge City; Sam Campbell, assist­
ant vice president, First National, 
Lawrence; and Charles E. Gerety, 
senior vice president, Arkansas Val­
ley State, Valley Center.

of Pickrell Acquisitions, vice president 
of Geosearch Seismograph Corp. and a 
director of Central Bank, Wichita.

I  CHRIS W. LEAR has been named 
vice president at Northgate National, 
Hutchinson. He succeeds Larry Now­
lin, vice president, who has joined a 
bank in Enid, Okla. Mr. Lear was for­
merly with Farmers State, Hays, and 
National Bank, North Kansas City, 
Mo.

■ WICHITA STATE has promoted 
Lois Clary to assistant vice president 
and branch manager and Betty J. 
McLaughlin to assistant cashier and as­
sistant branch manager. Both are as­
signed to the bank’s new Westway 
Shopping Center Branch, which 
opened in mid-October.

Kentucky

I  L. WAYNE WHISMAN has been 
promoted to assistant treasurer in the 
correspondent banking division at 
Louisville Trust. He has been with the 
bank since September, 1977.

I  FIRST NATIONAL, Louisville, has 
promoted Randolph T. Goode from in­
ternational operations officer to senior 
international banking officer, Roger L. 
Ohlman and William T. Shain from 
operations officers to senior operations 
officers, Donna E. Hume from assist­
ant accounting officer to accounting of­
ficer, George L. Schuh Jr. from assist­
ant operations officer to operations of­
ficer and Joseph W. Varner from as­
sistant banking officer to banking offi­
cer. Jeffrey A. Brill and Juanita M. 
Duncan were elected assistant banking 
officers, Theodore C. Franzman was 
elected assistant loan services officer, 
Terry S. Hooker was made assistant 
operations officer and Thomas B. Law­
rence was elected associate commer­
cial loan officer. First Kentucky Trust 
promoted Donald R. Wood from fi­
nancial planning officer to senior finan­
cial planning officer, Linda K. Amos to 
associate corporate trust officer and 
Frank W. Owens III to associate real 
estate officer.

I  DEBBIE GOINS has been elected 
assistant vice president at Citizens Na­
tional, Bowling Green. She has been 
named manager of the bookkeeping 
department, succeeding Dan Sharer, 
assistant vice president, who recently

transferred to the real estate depart­
ment.

■  CITIZENS NATIONAL, Somer­
set, has been acquired by Citizens 
Bancshares, Inc., a new bank HC that 
recently received Fed approval to 
make the acquisition.

Louisiana
■  RUSSELL R. MARINO has been 
named vice president and head of the 
operations division at American Bank, 
Baton Rouge. He joined the bank in 
1972 as a management trainee.

ARANT HALL

■  H IBERN IA NATIONAL, New 
Orleans, has elected Williams E. Arant 
Jr. executive vice president and bank­
ing group executive and Robert R. Hall 
senior vice president and chief loan 
officer responsible for loan policy and 
administration. Mr. Arant is new to the 
bank and Mr. Hall has been with 
Hibernia since 1974.

JOHN STRUBE

makes banking m ore profitable fo r you!

MAX DICKERSON

COM M ERCIAL 
NATIONAL 

________  BANK
6th and Minnesota Ave. • Kansas City, Kansas 66101 •Member F.D.I.C.

CNB
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■  LIBERTY BANK, New Orleans, 
has appointed Lloyd Hoffmann vice 
president and Gerald Schwankhart as­
sistant vice president. Both are new to 
the bank.

Mississippi

Wade Hollowed Dies
G REEN VILLE —  Wade Ward 

Hollowell, ch., First Nat’l, died re­
cently at 68. He served as pres., Mis­
sissippi Bankers Association, from 
1954-55.

He was named pres, of First Nat’l 
in 1946 and was elevated to ch. in 
1972. He was a former director, 
Memphis Branch, St. Louis Fed.

Missouri
St. Louis Municipal Dealers 

Elect 1979 Officers
ST. LOUIS —  William T. Springer, 

senior vice president, Boatmen s Na­
tional, has been elected chairman of 
the St. Louis Municipal Dealers 
Group. Mr. Springer heads the bond 
and correspondent departments at 
Boatmen’s National.

Also elected at the group’s fall 
meeting were Don W eber, Stifel 
Nicolaus —  vice chairman; Norman E. 
Heitner Jr., Heitner Corp. —  secre­
tary; James R. Lanigan Jr., bond in­
vestment officer, First National —  
treasurer; Floyd Beatty, A. G. Ed­
wards, and Harry N. Schweppe Jr., 
vice president, Mercantile Trust — di­
rectors.

■  RICHARD J. GUDINAS has been 
named president, MDS Financial Ser­
vices, Inc., an equipment financing/ 
leasing company. He formerly was 
executive vice president, Boatmen’s 
National, St. Louis, and senior vice 
president/operations, Boatm en’s 
Baricshares, Inc.

C arr, Halbrook Promoted 
At St. Louis Fed Reserve

The St. Louis Fed has appointed
A. Melvin Carr vice president in the 
bank supervision and regulation de­
partment. Charles R. Halbrook has 
been named assistant vice president in 
the same department. Mr. Carr joined 
the bank in 1952. Mr. Halbrook has 
been with the St. Louis Fed since 
1956.

Armand C. Stalnaker and William
B. Walton have been redesignated 
chairman and deputy chairman. Mr. 
Stalnaker is chairman and president, 
General American Life Insurance Co., 
St. Louis, and Mr. Walton is vice 
chairman, Holiday Inns, Memphis.

George M. Ryrie, president and 
CEO, First National, Alton, 111., has 
been elected to the board as a class A 
director.

■  E. J. (NED) FOGARTY JR. has 
joined St. Louis County Bank, 
Clayton, as vice president and person­
nel director. He was formerly with 
FBT Bancorp, Inc., South Bend, Ind.

■  MERCANTILE TRUST, St. Louis, 
has promoted Robert J. Mathias to as­
sistant vice president and Jane D. 
Brown to trust officer. Mr. Mathias 
joined the bank’s operating depart­
ment in 1974 and transferred into the 
management development program 
and was promoted to banking repre­

Kent Ravenscroft Dies
CLAYTON —  Kent Ravenscroft, 

72, retired v.p ., St. Louis County 
Bank, died of leukemia November 7. 
Before his retirement in 1971, Mr. 
Ravenscroft spent 15 years at the 
bank, where he was in charge of 
business development and public 
relations.

Mr. Ravenscroft previously was 
pres., First National, Clayton, and, 
before that, v.p. of the old Security 
National, St. Louis. He was a former 
pres., Associate Bankers of St. Louis 
and St. Louis County.

FOGARTY

GUDINAS SPRINGER

sentative in the central group the fol­
lowing year. He was promoted to 
banking officer in 1976. Miss Brown 
joined the bank’s trust department in 
1973 and was named an assistant trust 
officer in 1975. Barbara S. Uehling, 
chancellor of the University of 
Missouri-Columbia, has been elected 
to the bank’s board. In other action, 
the bank elected Clarence A. Sehrt 
cashier and Francis W. Jutz Jr. vice 
president. Matthew A. Favazza was 
promoted to assistant vice president.

UEHLING MATHIAS

■  FIRST MIDWEST BANK, Mary­
ville, opened its new facility recently at 
First and Main in Maryville. Bill 
Whited, executive vice president, is 
manager of the facility.

■  UN ITED  M ISSOURI, Kansas 
City, has promoted Ralph J. Schramp 
and Richard W. Brooks to vice presi­
dents and elected Moni Mayer a com­
mercial banking officer and Winifred 
Spradling an assistant cashier.

■  FIRST NATIONAL, Neosho, has 
promoted Robert Rader from vice 
president to senior vice president, 
Scott Grigsby from assistant cashier to 
assistant vice president and Jerold D. 
Cox from assistant cashier to cashier.

■  MARGUERITE PLASSM EYER  
has been appointed assistant treasurer 
at Oakville Bank. She joined the bank 
when it opened in 1975 and had been 
operations officer since that time.

New Mexico

■  MARIE MARTINEZ has been 
promoted from assistant cashier to as­
sistant vice president and loan officer 
at El Pueblo State, Española. She has 
been with the bank since its opening in 
1973.

■  LILLIAN DOLDE has retired as 
vice president and director/marketing, 
Albuquerque National, ending a 45- 
year career. She will continue as a
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board member, First New Mexico 
Bankshare Corp.

■  BILL W ILLEY JR. has been ap­
pointed assistant cashier and field col­
lections officer, First National of Lea 
County, Hobbs. Prior to joining the 
bank, he served as credit manager, fi­
nance company manager and assistant 
insurance manager, McMahon Chev­
rolet, Houston.

I  COLLEEN STOWE has been ap­
pointed bank officer and branch man­
ager, Hagerman/Dexter facility, Ros­
well State. She has more than 16 years’ 
experience in banking and has worked 
in several area banks.

Oklahoma
■  HARRY E. LEONARD has re- 
signed as Oklahoma banking commis­
sioner to join First National, Mus­
kogee, as president and CEO. William 
Kaad, who was in those posts, has been 
named vice chairman. Mr. Leonard, 
president, Oklahoma Bankers Associa­
tion, 1972-73, was president-elect, 
Conference of State Bank Supervisors, 
when he joined the Muskogee bank. 
He entered banking in 1940 as a mes­
senger with Stock Yards Bank, Ok­
lahoma City. After being an agent for 
Mid-Continent Life Insurance Co., 
Oklahoma City, 1945-47, he joined 
Bank of Elgin as vice president in 1947, 
advanced to president in 1955 and 
chairman in 1967. In 1973, he became 
banking commissioner.

LEONARD KENDALL

■  RAYMOND H. KENDALL has 
been named vice president/support 
division director, computer services 
department, Fidelity Bank, Oklahoma 
City. He joined the bank October 16 
from National Sharedata Corp., where 
he served as vice president and area 
manager, Oklahoma City office.

■  LIBERTY NATIONAL, Oklahoma 
City, has announced the following 
promotions: H. Dale Schroeder, 
executive vice president; G. G. Atkin­
son, Harold A. Bowers, James L.
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Kienholz and Ron G. Leavell, senior 
vice presidents; and James T. Talk- 
ington, vice president. Mr. Kienholz 
and Mr. Leavell have joined the corre­
spondent banking department.

■  DENZIL E. OSWALT, vice presi­
dent, has been appointed head, 
regional/correspondent banking de­
partment, First National, Tulsa. He is 
replacing Mike Leonard, who has been 
elected senior executive vice presi­
dent, First National, Muskogee.

■  BANK OF OKLAHOMA, Tulsa, 
Senior Vice Presidents Gregory J. 
Flanagan and Lemuel C. Cragholm Jr. 
have charge of commercial lending ac­
tivities, following the promotion of 
Samuel B. Hayes, executive vice 
president, to president November 1. 
Mr. Flanagan and Mr. Cragholm are 
responsible for most of what was one 
division under Mr. Hayes.

CRAGHOLM FLANAGAN

■  VIRGINIA K. BROWN has been 
named assistant vice president, Lib­
erty Financial Corp., and its sub­
sidiary, Liberty National, Oklahoma 
City. Gary E. Meek has been named 
assistant vice president and tax officer, 
Liberty National Corp., and will hold 
the same title in the bank. The bank

also has elected six assistant vice presi­
dents: Lonnie D. Campbell, auditing; 
Norma Judkins, personal banking; 
Shirley Pullin, personal banking; Paul 
R. Robertson, auditing; Alison E. 
Taylor, commercial banking; and Alan 
Gary Frederick, operations.

■  C. RANDOLPH EVEREST was 
named advisory director, First Na­
tional, Oklahoma City. He is an execu­
tive vice president and senior trust of­
ficer responsible for the trust division.

■  JAMES R. POOLE has joined First 
State, Guthrie, as vice president/ 
commercial lending. He formerly was 
a vice president, Exchange National, 
Ardmore.

■  HENRY CROAK, chairman and 
CEO, First National, Midwest City, 
observed his 50th anniversary in 
banking recently. An open house was 
held in his honor and Oklahoma Gov­
ernor David L. Boren declared the an­
niversary day “Henry Croak Day.” 
Mr. Croak joined Liberty National, 
Oklahoma City, as a messenger in 
1928. He joined his present bank in 
1954, when it was known as American 
State. It became First National in 
1962.

■  FIRST AMERICAN NATIONAL, 
Nashville, has elected Robert L. Van 
Doren Jr. a vice president. He was 
formerly with Planters National, 
Rocky Mount, N. C. In other action, 
Fred H. White, executive vice presi­
dent, has shifted from managing the 
Main Office to calling on customers as 
part of the bank’s new marketing and 
sales program. New Main Office man­
ager is Tom A. Wright, vice president, 
who is also branch division manager.

Died. Sylvester Killibrew, presi­
dent and chairman, Bank of Hun­
tingdon. He joined the bank in 1958 as 
assistant vice president, was elected 
cashier in 1964, president and CEO in 
1967 and president and chairman in 
1975.
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Our
Correspondent
Bankers have 
one important 
asset in common.

Left to Right: Sam Hayes, Charles Rice and Marc Tower.

The authority to make decisions.
That’s what you’ll find when you talk to the men in our 
Correspondent Banking Department.
They’re experienced professionals trained in the science of 
making quick, accurate decisions on their own. Day-to-day 
decisions which affect futures . . .  in agri-business, oil and 
gas, petrochemicals, international business, and trust and 
management assistance.
You can’t afford to wait for advice or an answer. When you 
need it, you need it now. And we’re the authority. Call 
Charles Rice, department manager, 588-6254.

BANK OF 
OKIAHOMA®
P.O. Box 2300/Tulsa, OK. 74192

Our Capabilities Expand Yours
Marvin Bray Lee Daniel Bill Hellen Larry Koch 
588-6619 588-6334 588-6620 588-6000
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■  THIRD NATIONAL, Nashville, 
has promoted Leonard N. Wood to 
vice president and trust officer and 
Thomas C. Pollock to trust officer. Mr. 
Wood joined the bank in 1957 and Mr. 
Pollock, who was formerly an assistant 
trust officer, has been with the bank 
since March, 1977.

■  BANK OF HUNTINGDON has 
named William L. Smothers president 
and CEO, succeeding the late Sylves­
ter Killibrew. Ray Smith was pro­
moted to chairman and senior vice 
president and Troy Smothers was 
named executive vice president and 
branch manager.

Texas

Taking part at ribbon-cutting at Century Bank, 
Garland, were (from I.) Roy Mathis, pres., Gar­
land Chamber of Commerce; Woodrow O. 
Brownlee, bank pres.; Dan Flynn, deputy com­
missioner of banking; Jim Toler, bank ch.; and 
Charles Clack, Garland mayor. Mr. Flynn 
snipped 30-foot ribbon of money to open bank.

■  CENTURY BANK, Garland, for­
mally opened its $1.5 million facility in 
north Garland recently after operating 
out of temporary quarters for 45 
months. A ribbon-cutting ceremony 
was held in the bank’s lobby in front of 
a 75-year-old vault door, a seven-ton 
antique showpiece purchased by the 
bank and reconditioned by Diebold, 
Canton, O.

■  GEORGE L. STOCKWELL has 
been elected senior vice president and 
general counsel and member of the 
executive committee, Republic Na­
tional, Dallas. He is an attorney who 
has served as president of a suburban 
bank since 1975.

■  NORA P. GILLESPIE has been 
named vice president and Thomas J. 
Franckowiak has been named assistant 
vice president, First City National, 
Houston. She is manager, executive 
and professional lending group, and he 
is assistant manager, custody services 
department.

■  TIMOTHY P. BOOKER has been 
promoted to assistant vice president/ 
item processing, Frost National, San 
Antonio. He has been with the bank 
since 1976 and served in the transit and 
central adjustments department be­
fore being assigned as an administra­
tion officer in 1977.

I  GRADY E. RAY has been named 
assistant cashier/manager, indirect 
consumer lending department, First 
City National, El Paso. He joined the 
bank in 1974 as a part-time collector, 
installment loans.

■  E. FRANK LAWSON JR. has been 
elected vice president and trust offi­
cer, and Gary L. Moore has been 
elected assistant vice president, First 
National, Fort Worth. Mr. Lawson has 
been assigned to the investment man­
agement group, mineral property 
management trust services, and Mr. 
Moore is a member of the real estate 
banking team.

LAWSON HENDRICK

■  WALTER B. HENDRICK, man­
ager, real estate department, has been 
named senior vice president, Bank of 
the Southwest, Houston. Named vice 
presidents were: Charles Kingswell- 
Srnith, Carlos R. Ortiz, Michael E. 
Simpson and Weldon G. Slaughter. 
New assistant vice presidents are: 
Murray E. Brasseux, Randy A. 
Graham, H. Pressley Jones III, Linda 
Masera and Ann H. Sager.
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■  BOBBY E. SMITH has been 
elected to the board of First State* 
Bedford. Mr. Smith is a physician.

Speakers Teach Protection 
From Forgery Swindles

AUSTIN, TEX. —  Austin National 
and the Austin Police Department co­
sponsored a two-day anti-forgery 
seminar for area correspondent banks 
early this fall. The seminar illustrated 
common swindle techniques, im­
mediate response security, collection 
procedures and fraud alertness. 
Speakers included bank officials and 
members of the forgery detail of the 
police department.

Austin forgery losses amount to 
more than $300,000 each year and the 
seminar attem pted to make m er­
chants, banks and consumers more 
aware of how to reduce losses.

Austin National and Austin Police Dept, coordi­
nated forgery seminar to alert participants to 
excessive losses, which amount yearly to more 
than $300,000 in Austin alone. From left: Lt. 
Colin Jordan, APD; Juan Gallardo, asst, district 
attorney, Travis County; Al Zarker, security offi­
cer, Austin Nat'l; Pat Thomas, mgr., teller opera­
tions, Austin Nat'l; and Sgt. Don Kidd, APD.

* Index to Advertisers •
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EQUIPMENT FOR SALE
TH REE RT 2001 Burroughs Remote Teller units with 
printers for transaction data. On line capability avail­
able late October. Contact E. Carroll Culpepper, Vice 
President, Merchants National Bank, P.O. Drawer 
2527, Mobile, AL 36622. Area Code 205-690-1042.
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W hat you see.
When First National Bank in St. Louis 

is your correspondent bank, you can bet 
you’ll see your own personal bank officer 
on a regular basis.

And if you need to see him more 
frequently, you will.

Of course, he’s available to you 
by phone almost every day So, you 
can get fast, on-the-spot service 
whenever you need it.

Your First National Banker 
really knows his business—and 
how it can help your business.
He’ll keep you up-to-date on all

our bank’s services, on recent legislation, 
new technology, competitive practices 
and other developments.

We put a lot of faith in our correspondent 
bankers. We give them the authority to 

make decisions for us and to make loans 
in our behalf. You can put your faith in 
them, too.

If you’re not already seeing a 
First National Bank in St. Louis 
correspondent banker, you should 
call Chuck Betz today at 
(314) 342-6386. He’ll make sure 
you see one soon.

W hat you get
Good as he is, your correspondent banker 

cannot do all the work connected with your 
bank’s account.

That’s why First National Bank 
in St. Louis maintains special staffs 
to give you daily assistance for 
daily needs.

For example, our people 
have developed “Rabbit Transit” 
check-clearing systems that 
can improve your earnings, 
because your transit items 
become collected balances 
rapidly.

Another way we can help you 
is with our Fed Funds, investment and 
safekeeping capabilities. Our performance 
record in this area is highly regarded 
throughout our industry.

We also offer your bank the ser- I  
vices of our skilled data processing team.
They can bring to your operation reliable and 
sensible systems for getting your work done.

Our capacity for overline lending, based

on our sizable assets, allows you the opportunity 
to make larger loans than you otherwise might.

For agricultural loans specifi­
cally, we pffer specialists who can help 
you provide your customers with 
expert advice as well as flexible 
loan arrangements.

We sponsor timely 
seminars where you and 
other top management 

of your bank meet with the top 
management of our bank. This is 
an excellent opportunity for us to 

exchange ideas and share expertise.
Of course, we are always 

available to you for individual con­
sultation through your correspondent 

banker.
When you want to get more from a 

correspondent bank, get with the bank that 
gives you more. First National Bank in 

St. Louis. For additional information or an 
appointment with a correspondent banker, call 
Chuck Betz at (314) 342-6386.
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First National Bank in St.Louis
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