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JPMorgan Chase Hooks Up with OnDeck Capital

JPMorgan Chase is teaming up with OnDeck Capital to build
an online platform designed to approve small-business owners’
loan applications in a matter of minutes. Page 2
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Serial Integrator
Bank of the Ozarks has gotten a lot of practice in absorbing other
banks in recent years, making eight deals since 2013
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Captive Lenders Winning the Fight for New Auto Loans

Banks are losing auto finance market share to captive lenders
and finance companies, according to a new report from the credit bureau Experian. Page 12

Citizens Bank (Geneva, Ala.)
Acquired: 1/1/13
Assets: $170 million
First National
Bank of Shelby
Acquired: 8/1/13
Assets: $857 million

Summit Bank
Acquired:
5/17/14
Assets:
$1.2 billion

’13
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U.S. Century Bank in Doral, Fla., announced that its chief
executive, Carlos Davila, will resign at the end of the year. Page 2

Cyberattacks Specially Designed for Smaller Banks

Community banks of every stripe should be on alert for a
genus of cyberattacks meant more for smaller institutions than
bigger ones, Anthony J. McFarland writes. Page 8
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Don’t Fear ‘No Thanks’ When Executing Sales Strategy

How you behave after customers turn you down establishes
their impression of you going forward and could open the door
to new sales opportunities, Dave Martin writes. Page 8
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newsmaker
RBC Gets Boost from Swing to Profit in U.S., Caribbean

Royal Bank of Canada said fiscal fourth-quarter profit rose
11% as a jump in trading revenue and a lower tax rate helped
counter slowing earnings growth from Canadian banking and
declines across other key businesses. Page 11
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Court says networks
“were victims of
government coercion”

With M&A activity surging
this year, the insights of — and
lessons learned by — Bank of
the Ozarks’ information-technology team could be useful to
many financial institutions. The
$9.3 billion-asset bank has been
an aggressive acquirer of late,
buying six banks since the beginning of 2013. It announced
two additional deals just weeks
apart from each other this fall,
agreeing to pay more than $400
million each for C1 Financial in
St. Petersburg, Fla., and Community & Southern Holdings in
Atlanta.
See page 2

See page 12

Florida Credit Union Sets
Precedent with Bank Deal

Industry Snapshot

Community banks with the highest returns on average
assets (year to date through June 30, 2015). Page 6
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A Clear
And Colorful
Ruling on
Credit Cards

In an acidly worded opinion, a
federal appeals court concluded
this week that a public official unconstitutionally pressured financial institutions to cut ties with a
morally disfavored business.
“The analogy is to killing a person by cutting off his oxygen supply rather than by shooting him,”
Judge Richard Posner wrote for a
unanimous three-judge panel.
That’s a familiar metaphor,
used by a Justice Department lawyer in 2012 at the start of a federal
probe that soon sparked a fierce
backlash among banks and payday lenders.
But the court’s 20-page decision on Monday did not involve
Operation Choke Point.
Rather, it came in response
to an effort by Cook County, Ill.,
Sheriff Thomas Dart to persuade
Visa and MasterCard to stop processing credit card payments for
Backpage.com, a website that
features ads for prostitution and
other sex-related services.

’15

Acquirer’s IT Challenge:
Integrate, Keep Innovating
Stick to the playbook.
That’s the best way to ensure
the smooth integration of a
newly acquired bank, said Sean
O’Connell, the chief information
officer of Bank of the Ozarks in
Little Rock, Ark.
“It’s not much different than
what football teams do every
Sunday: execute from a playlist,”
O’Connell said in an interview.
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Bank of the Carolinas
Acquired: 8/6/15
Assets: $345 million

’14

The marketplace lender LoanDepot has securitized $150
million of its unsecured personal loans. Page 2
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Community & Southern
Agreed to buy: 10/19/15
Assets: $4.4 billion

Intervest
Acquired: 2/11/15
Assets: $1.43 billion

LoanDepot Completes $150 Million Securitization

U.S. Century Bank Chief Executive Davila to Resign

C1 Financial
Agreed to buy: 11/9/15
Assets: $1.7 billion

Omnibank
Acquired: 3/6/14
Assets: $301 million

What Bankers Won, Lost in the Highway Bill

The sweeping, five-year highway bill may include some key
concessions for small financial institutions, but the deal has left
many in the industry frustrated. Page 3
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By John Reosti

CD Watch
Retail deposit rates on Dec. 1. Page 3

A Bill’s Toll: Despite regulatory
relief measures, the highway bill
remains “an attack on the industry,”
James Ballentine at the American
Bankers Association says.
See page 3

Achieva Credit Union’s purchase of Calusa Bank in Punta
Gorda, Fla., could prove a game
changer for consolidation between rival financial industries.
The Dunedin, Fla., credit union
became the first such institution
to buy a bank in Florida. The sale
of the $165 million-asset Calusa
also marked the first time that a
credit union’s purchase of a bank
has been structured as a merger,
rather than as a purchase-and-assumption agreement.
An absence of precedent re-

sulted in a lengthy review by regulators.
“It was an uphill slog for several months,” Michael Bell, a lawyer
at Howard & Howard in Detroit,
said in an interview.
“We were blazing a trail and
the regulators were blazing a
trail,” Gary Regoli, Achieva’s chief
executive, added. “We anticipated that we’d have to take our
time. There were questions that
had never been asked.”
The key issue involved the
deal’s structure, since Achieva
See page 4
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Precedent Set in Bank-Credit Union M&A
Continued from page 1

had proposed buying all of Calusa’s issued and outstanding stock.
The differences between that
method and a purchase and assumption of assets and liabilities
extend beyond academic analysis. Prior bank acquisitions by
credit unions were all structured
as purchase and assumptions.
There could be negative
tax consequences for purchase-and-assumption
deals
when a selling bank is profitable.
In addition, most bank combinations are structured
mergers. Set against
those issues, credit
unions would likely
prefer whole-bank
deals, industry observers said.
Industry observers have long expected more
credit unions would buy banks,
and Calusa’s sale could be used
as a template. Bell said he is
working with several other Florida-chartered credit unions that
are interested in buying banks.
Regoli, moreover, indicated
Calusa — the 20th bank in Florida to be sold this year — was not
the only bank that had met with
Achieva.
Bell said he believes wholebank acquisitions by credit
unions might be feasible in some
states under current statutes,
adding that some “small changes” could extend the opportunity to other states and open the

field to federally chartered credit unions.
Not everyone is so optimistic
about the prospects for future
deals.
Peter Duffy, a managing director at Sandler O’Neill, said
credit unions would have to gain
access to supplemental capital
before bank acquisitions become a significant trend.
Under current regulations,
booking retained earnings is the
means of adding capital available to most credit unions, a fact
that clearly limits their ability

Before supplemental capital
could be used in calculating the
more important overall capital
ratio, however, Congress would
have to revise the Federal Credit Union Act, which defines
retained earnings as the only
source of regulatory capital for
credit unions.
Legislation to that effect was
introduced in the House of Representatives earlier this year,
but it has yet to clear the Financial Services Committee.
“We’re really getting to a
point where Congress has to
decide whether they
want these types of
combinations to occur,” Duffy said.
What about credit
union sales to banks?
Instances of those
taking place are even
scarcer than credit unions buying banks, which is a problem,
some industry observers said.
“It’s got to go in both directions,” Bell said. “It should be
easier for banks to buy credit
unions. … The market will demand it. It can’t impact just one
side.”
The market “wants large,
well-run, healthy institutions to
be able to add scale via acquisitions, not just organically,”
Duffy said.
Banks seeking to buy credit
unions face significant hurdles,
said Barak Sanford, a managing
director at Promontory Financial in Washington. For instance,

“We were blazing a trail
and the regulators were
blazing a trail,” a CEO says.
to pay for acquisitions — whole
bank or otherwise.
“A buyer has to consider the
potential introduction of goodwill, which has the effect of
reducing capital ratios,” Duffy
said. “Potential credit union
buyers are going to be very
mindful of their ratios without
access to supplemental capital.”
The National Credit Union
Administration, which oversees
the industry’s deposit insurance
fund and supervises federal
credit unions, is contemplating
issuing rules that would permit
supplemental capital to count in
calculating an institution’s riskbased capital ratio.

More to Come? Attorney Michael Bell said he is working with several other
Florida-chartered credit unions that are interested in buying banks.
winning approval from credit union members is typically
more difficult than securing the
blessing of bank shareholders.
Regulators are also likely to give
closer scrutiny to deals that result in the termination of membership rights, he added.
“Restrictions come into play,”
Sanford said. “I don’t see bank
acquisitions of credit unions becoming easier.”
Negotiations between the $1.1
billion-asset Achieva and Calusa
began after an investment banker introduced Regoli to Lew
Albert, Calusa’s chairman and
chief executive, and Todd Katz,
the bank’s president. Geogra-

phy was a key driver; Achieva
wanted to enter Charlotte County, where three of Calusa’s four
branches were located.
Achieva agreed in May to pay
$23.2 million in cash for the privately held Calusa.
john.reosti@sourcemedia.com
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