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For members of the Independent Bankers Association of New York 
State, the first half of 2016 has been extraordinarily busy – and, filled 
with new programs and legislative and regulatory challenges at both the 
state and federal level. When 2018 began, the Association announced 
a number of exciting new initiatives, and introduced new twists to some 
old favorites. 

PRESIDENT’S MESSAGE  |  By John Witkowski 

Our educational programming is 
designed to offer top-quality ses-
sions in convenient formats and 

forums, and is crafted specifically for 
New York community banks’ CEOs, 
CFOs, senior management teams em-

ployees and boards 
of directors. Atten-
dance is up across the 
board for our meet-
ings, conferences and 
webinars.

Our regional 
conferences pro-
vide a convenient 

choice of locations to accommodate 
the busy schedules of our members, 
and are formulated for bank officers 
dedicated to regulatory compliance, 
security, human resources and to di-
rectors. A number of programs were 
held throughout the state during the 
first quarter of the year, with more 
planned for early summer and the fall. 
• Already this year, our compliance 

officers and board members have 
heard updates from the New York 
State Department of Financial Ser-
vices, the Office of the Comptroller 

of the Currency and the FDIC – as 
well as from a roster of impressive 
industry consultants and IBANYS 
preferred partner firms. 

•  Our member banks’ HR ex-
ecutives, training officers, branch 
managers and supervisory staff staff 
heard presentations on the work-
place and regulatory environment, 
focusing on such timely topics as 
sexual harassment, FMLA and 
PFL, health and wellness, compen-
sation and employee benefits, iden-
tity theft and much more. 

• Security officers for New York 
community banks will hear from 
experts on issues directly impact-
ing their institutions, customers 
and communities, including the 
ongoing threats and dangers posed 
by cybersecurity challenges. 

We revised our former IBANYS 
CFO/Senior Management Confer-
ence, renamed it our Bank Executive 
Symposium and hosted it in Watkins 
Glen, New York in May. With financial 
strategies continually evolving as com-
munity banks determine the best path 
for achieving earnings, the symposium 
provided strategic insights and critical 
industry updates on state and national 
economic trends, accounting princi-
ples, interest rate risk, capital planning, 
CECL updates and other relevant top-
ics. In addition to our speakers, it fea-
tured extensive peer interaction. 

A Busy, Productive Spring For 
New York Community Banks

John Witkowski

IBANYS is your association. . . 
make it work for you!
P.S.: Remember to follow IBANYS on 
social media. Here’s how to find us:
Facebook: @ibanys1 
Twitter: @ibanys1
Instagram: @ibanys1 
LinkedIn: IBANYS 

continued on page 10 
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In Washington, we have been advocating for the most 
meaningful and sweeping regulatory relief legisla-
tion since Dodd-Frank was enacted back in 2010. 

In early April, IBANYS brought a contingent of New 
York community bankers led by our chairman, Mike 

Briggs (president and CEO of USNY 
Bank in Geneva, New York) to meet 
with members of the New York Con-
gressional Delegation to advocate for 
this measure, as well as other federal 
priorities. 

The key vehicle was S.2155, the 
“Economic Growth, Regulatory Re-
lief and Consumer Protection Act.” 
The legislation includes many provi-

sions from ICBA’s “Platform for Prosperity” agenda, 
developed by the Independent Community Bankers 
of America and strongly endorsed and supported by 
IBANYS. The package addresses:
• Automatic “qualified mortgage” (QM) status and 

escrow relief for mortgages held in portfolio
• Home Mortgage Disclosure Act (HMDA) relief for 

banks that originate fewer than 500 mortgages an-
nually

• Relief for community banks from Basel III capital 
rules intended for larger banks

• Smarter, risk-targeted examination and risk policies
• Exemption from the “Volcker Rule”
• TILA-RESPA relief
• Easing restrictions on reciprocal deposits to keep 

deposits in the community, and
• Appraisal requirement exemption in areas with a 

scarcity of licensed appraisers.

In a remarkable demonstration of bipartisan sup-
port, the legislation passed the U.S. Senate with 67 
votes. Our purpose was to urge our House Members to 
pass S.2155 without tacking on any amendments that 
could jeopardize the bipartisan support in the Senate, 
and threaten our opportunity to achieve meaningful 
regulatory relief. We met with more than a dozen legis-
lators, including five members of the House Financial 
Services Committee and several others with close ties 
to House leadership and the administration. The re-
sults of the meetings were encouraging.

We also discussed a number of other important is-
sues during our appointments “on the hill” that in-
cluded:
• Bank Secrecy Act (BSA) modernization, to make it 

more effective while allowing community banks to 
better serve customers and communities 

• The credit union situation -- including their federal 
tax subsidy, which was valued at $27 billion over 
10 years, as well as their continuing efforts to ex-
pand their commercial lending authority and fields 
of membership

• Passage of a new farm bill that supports commodity 
prices, enhances USDA-guaranteed loan programs, 
preserves crop-insurance funding and returns the 
Farm Credit System to its primary mission of serv-
ing bona-fide farmers/ranchers

• Reforming housing finance/GSEs to preserve sec-
ondary market access for community bank mort-
gage lenders, and allowing Fannie Mae and Freddie 
Mac to rebuild capital to support their operations 
and reduce the risk posed to the economy, housing 
market and taxpayers.

In Albany, the first few months of the legislative 
session were dominated by state budget negotiations 
between Gov. Andrew Cuomo and legislative leaders, 
which eventually led to enactment of the new $168.3 
billion fiscal plan before the April 1 deadline. IBANYS 
closely monitored the budget talks, and was pleased no 
negative bank-specific provisions were included in the 
final budget. 

The agreement deal did include changes in state 
taxes in response to federal tax changes.
• It created two new state-operated “Charitable Con-

tribution Funds.” Taxpayers who itemize deduc-

Legislative and Regulatory Progress and Changes

PUBLIC AFFAIRS UPDATE  |  By Stephen W. Rice

Stephen W. Rice

IBANYS members met with a 
number of House Financial 
Services Committee members 
from New York State, including 
Rep. Peter King of the of the 
2nd C.D. on Long Island and 
Claudia Tenney of the 22nd C.D, 
in Central New York. 

Community banks throughout New York State – and, the Independent Bankers Association of New 
York State (IBANYS) – have been extremely active on a number of important legislative and regulatory 
fronts in both Albany and Washington, D.C. during the first several months of 2018.

continued on page 11 
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An ESOP is a special type of tax-qualified retire-
ment plan that can serve as a vehicle to provide: 
(1) tax-deferred retirement benefits to employees 

and (2) additional capital, particularly for a financial 
institution facing limited access to external capital. 

Because assets of the ESOP are required to be invest-
ed primarily in employer securities, the ESOP is also an 
effective way for employees to become shareholders of 
the bank and participate in its growth and success (as 
well as the downside). Moreover, unlike any other tax-
qualified retirement plan, the ESOP can borrow money 
for the sole purpose of using the loan proceeds to pur-
chase stock of the company. 

ESOP Overview 
Tax-Qualified Retirement Plan

An ESOP is a tax-qualified defined contribution 
retirement plan designed to give employees an owner-
ship stake in their company by investing primarily in 
the shares of stock of the sponsoring employer (or the 
member of the sponsor employer’s controlled group, 
such as a bank holding company). As a tax-qualified 
plan, the ESOP offers tax advantages to participants, 
but is subject to significant rules and regulations under 
the Employee Retirement Income Security Act of 1974, 
as amended (ERISA) and the Internal Revenue Code.
Formation

The ESOP is formed by a board resolution and the 
preparation and board approval of its governing docu-
ments, which would include: (1) a plan document; (2) 
a trust established to hold the purchased shares and (3) 
a summary plan description, which describes in “lay-
men’s terms” the material features of the ESOP. Because 
the assets of the ESOP will be held in a trust, a trustee 
must be appointed to manage the trust. This could be 
an insider (such as an employee or director) or an inde-
pendent third-party trustee. 

Purchasing of the Shares
The ESOP can directly purchase shares from the 

bank or from a selling shareholder, with either (1) em-
ployer contributions funded by the bank or (2) bor-
rowed funds from a third-party lender or the bank 
holding company, with the purchase price established 
by an independent appraiser. An ESOP that uses bor-
rowed funds is referred to as a “leveraged ESOP.” Due 
to the tax-qualified plan contribution limitations, a lev-
eraged ESOP is typically used to purchase a large block 
of shares at one time. In a leveraged ESOP transaction, 
the purchased shares serve as the collateral for the loan. 

Contributions and Allocations
For a leveraged ESOP, the purchased shares are trans-

ferred to a “suspense account” within the ESOP, which 
holds the collateralized shares. The bank will make a cash 

An Effective Strategic Planning Tool
For non-publicly traded community banks and 
bank holding companies that desire to raise 
capital, an Employee Stock Ownership Plan 
(ESOP) is an overlooked planning tool that can 
provide capital, including in conjunction with 
other capital raising strategies. For individual 
shareholders of a closely-held or family-owned 
bank who desire to transition ownership and/or 
diversify their ownership interest, the ESOP can 
also be used to create a market for the stock 
that would otherwise not be available. In this 
regard, the individual shareholders can sell a 
minority interest to the ESOP, which would allow 
them to remain actively involved with the bank 
and get their desired liquidity without selling to a 
competitor or other third party. 

ESOPS |  By Jeff Cardone



contribution to the ESOP in an amount sufficient to pay 
the principal and interest due on the loan. As payments 
are made on the loan by the ESOP, a pro-rata amount 
of shares are released from the suspense account (and 
are no longer collateralized) and are allocated to the ac-
counts of the participating employees pro-rata based on 
each employee’s annual compensation relative to the ag-
gregate an annual compensation paid to all participating 
employees. For example, an ESOP loan that has a 10-
year term that acquires 50,000 shares from the bank or 
bank holding company would be repaid over a 10-year 
period. As the loan is repaid, 5,000 shares (or 1/10th of 
the purchased shares) generally would be released each 
year and allocated to the employees’ individual accounts. 

Distribution of Purchased Shares
Participating employees “vest” in their allocated 

shares after completing a certain number of years of ser-
vice with the bank. Distributions from an ESOP trust 
to participating employees generally do not occur be-
fore termination of employment. Participating employ-
ees are generally entitled to have their interests in the 
ESOP distributed in the form of stock. 

If the shares distributed are not regularly traded on 
an established securities market (such as NYSE or Nas-
daq), the bank or bank holding company must agree to 
repurchase the distributed stock at the fair market value 
determined by an independent appraisal. As a result, 
the bank would need sufficient cash flow to satisfy this 
requirement. 

Voting of ESOP Stock
The purchased shares held by the ESOP are not 

technically owned by the participating employees, but 
rather the ESOP trust. As a result, the ESOP trustee 
actually votes the ESOP stock at shareholder meetings. 
However, participating employees must be allowed to 
direct the trustee how to vote their allocated shares. 
The voting rights can be limited under ERISA to major 
corporate events (e.g., a merger), as long as the ESOP 
shares are not registered with the Securities and Ex-
change Commission. 

Notwithstanding ERISA, the banking regulators 
may require that: (1) the participating employees have 
voting rights with respect to their allocated ESOP 
shares on every proposal subject to a shareholder vote; 
and (2) the unallocated ESOP shares will be voted by 
the trustee in the same manner as the allocated shares 
are voted by the participating employees. 

Valuation of the ESOP Stock
In addition to the independent appraisal required at 

the time the ESOP shares are purchased from the bank 
or bank holding company, a privately-held bank or bank 
holding company would be required to obtain an annu-
al independent appraisal of the shares held by the ESOP. 

Accounting Considerations
For a leveraged ESOP, the bank is required to recog-

nize a compensation expense for the ESOP each fiscal 
year generally equal to the average fair market value of 
the shares that are released from the suspense account 
for that year and allocated to employees’ accounts as 
the ESOP loan is repaid. For a non-leveraged ESOP, 
the compensation expense would be the amount of the 
cash contribution or the fair market value of the stock 
contribution during the fiscal year. 

Summary of Typical Leveraged ESOP Transaction
The following is a summary of the steps involved in 

a leveraged ESOP transaction:
• The bank establishes an ESOP and appoints an 

ESOP trustee. 
• The ESOP borrows the funds necessary from a third-

party lender for the ESOP to purchase the newly-
issued common stock (the value of which would be 
determined by an independent appraiser). 

• The ESOP uses the funds from the loan to purchase 
the newly-issued stock from the bank or bank hold-
ing company. The purchased shares are pledged to 
the third-party lender, and serve as collateral for the 
loan. 

• The bank makes annual tax-deductible cash contri-
butions to the ESOP equal to the annual loan repay-
ment amount. Such funds are used by the ESOP to 
repay the loan to the lender. 

Regulatory Approval
The ESOP’s purchase of 10 percent or more (but 

less than 25 percent) of the shares of the bank hold-
ing company would require prior notice to the board 
of governors of the Federal Reserve System if either 
the bank holding company is a public company or the 
ESOP would become the largest shareholder after the 
transaction. 

The ESOP’s purchase of 25 percent or more of the 
shares of the bank holding company would require 

 Second Quarter 2018   |  9

continued on page 11 
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PRESIDENT’S MESSAGE   |  continued from page 4

Our Lending Conference in Fairport, New York – 
the premier event on lending and credit for financial 
institutions in New York, and uniquely positioned to 
help bank executives tackle the challenges of 2018 and 
beyond. The agenda covered a wide range of “hot” 
topics, including an update for lenders on banking 
and the economy, stress testing, CRE lending, balance 
sheet lending and many more relevant topics.

In early April, a contingent of New York communi-
ty bankers traveled to Washington, D.C. to meet with 
members of the New York congressional delegation to 
advocate for passage of key federal priorities for com-
munity banks – headlined by a significant regulatory 
relief package. Of course, we also were busy in Albany, 
as the Governor and Legislature hammered out a new 
state budget – and, addressed a number of issues of 
interest to our member banks. The budget talks even-
tually produced a new $168.3 billion spending plan a 
couple of days before the mandated April 1 deadline. It 
contained no detrimental provisions that would have 
impacted community banks in specific, but did make 
changes to the state’s laws in an effort to counter the 
federal tax changes enacted last December. 

New York also has a new state Senate Banks Com-
mittee Chair, as Sen. Elaine Phillips (R-Long Island) 
replaced Sen. Jesse Hamilton after the big political 
shakeup in the senate, Meanwhile, the Federal Reserve 
Bank of New York has a newly chosen president; John 
Williams will succeed William Dudley in June.

Finally, and importantly: IBANYS continues to 
grow. We have added two new preferred partners: 
Homestead Funding and Luse Gorman, P.C. 

All in all, it has been a very productive first-half of 
2018 for both our member banks, and for the Asso-
ciation. The second half promises more of the same – 
highlighted by our Annual Convention & Trade Show 
in Albany on Sept. 25 – 27! 

As we continue to grow together, our members drive 
our focus! So, much has changed – and continues to 
change – but, one thing that has not is the mission and 
purpose of IBANYS. IBANYS exclusively represents 
the interest of independent community banks located 
throughout New York State, as we have done since our 
formation in the summer of 1974. 

We support them through representation in legisla-
tive and regulatory affairs, by sponsoring educational 
programs and providing information about commu-
nity banking to legislators, regulators, other audiences 
and the public. In turn, they support us, their peers 
and our industry by sharing their time, expertise and 
abilities through participating in our governance, our 
committees, our conferences and our advocacy. 

Community banks in New York have a history dat-
ing back over 150 years, and recently chartered com-
munity banks have begun a new tradition in many 
parts of the state. Our members look at the next cen-
tury and beyond as the beginning of a new era of op-
portunity. IBANYS is committed – and excited – to be 
both a guardian of their past success, and a part of their 
future. ■ 

John Witkowski is president and CEO of the Independent Bankers 
Association of New York State. He may be reached at johnw@ibanys.
net or (518) 436-4646.

New York State Department of Financial Services Deputy Superintendent for 
Community and Regional Banks Yolanda Ford congratulates Municipal Credit 
Union on our newest branch location in St. Albans, Queens during our ribbon 
cutting ceremony on Tuesday, December 12, 2017. 

FDIC New York Regional Director John Vogel discussed regulatory 
perspective at IBANYS’ Directors Conference.
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prior approval of the Federal Reserve to become a regis-
tered bank holding company under the Bank Holding 
Company Act of 1956, as amended (BHA). 

Tax Advantages of the ESOP
Tax Deductibility of ESOP Contributions

As a tax-qualified retirement plan, contributions to an 
ESOP are generally tax-deductible by the bank or the bank 
holding company. As a result, the contributions made to the 
ESOP to pay the principal and interest components of the 
ESOP loan are tax deductible, provided the contributions 
associated with the principal payment do not exceed 25% 
of the annual compensation of the participating employees. 

Dividends
Although dividends are not generally tax-deductible to 

the paying corporation, dividends paid to an ESOP may 
be tax-deductible in certain circumstances. The bank is 
entitled to a tax deduction for dividends that are either 
paid to the ESOP and then distributed to participants, or 
paid directly to participants. In addition, a tax-deduction 
is available for dividends used to repay an ESOP loan, pro-
vided that the dividends are paid on shares that were ac-
quired with the loan proceeds. The bank may also receive 
a tax deduction for the dividends if it gives participants 
the right to determine whether to have the dividends dis-
tributed to them or retained in the ESOP and invested in 
additional employer stock.   

Conclusion
An ESOP is a good vehicle for community banks to 

raise additional capital, either on a stand-alone basis or in 
conjunction with other capital raising strategies, such as a 
traditional stock offering or private placement. An ESOP 
can also provide liquidity to a shareholder beyond the more 
common alternatives, such as a stock offering or a sale, 
which may not be viable if the bank does not want to dilute 
the ownership of its existing shareholders or relinquish con-
trol to an outsider. 

Given the cost and complexity of setting up and main-
taining the ESOP, a community bank should carefully ex-
amine whether utilizing an ESOP is feasible or if a better 
alternative exists.  ■ 

Jeff Cardone is a partner at Luse Gorman, PC, a law firm that specializes 
in representing community banks for over 25 years. Luse Gorman, PC 
is the leading law firm in mergers and acquisitions and capital raising 
transactions, including stock and debt offerings, mutual-to-stock conversions 
and mutual holding company reorganizations. Luse Gorman, PC also 
advises financial institutions on a broad range of executive compensation 
and employee benefits matters, including ESOPs and also on corporate, SEC 
reporting and compliance and bank regulatory and enforcement matters. 

tions may claim the contributions as deductions 
on their federal and state tax returns and may also 
claim a state tax credit equal to 85 percent of the 
donation amount for the tax year after the donation 
is made. 

• It also creates the Alternative Employer Compensa-
tion Expense Program. It allows employers to opt-
in to a new ECEP structure. Those who do would 
be subject to a 5 percent tax on all annual payroll 
expenses in excess of $40,000 per employee, phased 
in over three years beginning on Jan. 1, 2019. The 
progressive personal income tax system would re-
main in place, and a new tax credit corresponding 
in value to the ECEP would cut the personal in-
come tax on wages and ensure that State filers sub-
ject to the ECEP would not experience a decline in 
take-home pay. 

• Finally, the budget decouples the state tax code 
from the federal tax code, where necessary, to avoid 
more than $1.5 billion in state tax increases brought 
solely by increases in federal taxes. 

There was also a political shakeup in the New York 
State Senate, where the eight-members of the break-
away Independent Democratic Conference rejoined 
the ranks of the regular Democrats, ending the major-
ity governing alliance they had with Republicans the 
past few years. That resulted in a number of commit-
tee chairman changes, and a new Senate Banks Com-
mittee Chair. Sen. Elaine Phillips (R-Nassau County) 
replaced former Chair Jesse Hamilton (formerly IDC-
now D-Brooklyn). The April 24 special elections to fill 
two senate vacancies resulted in Democrats holding __ 
seats in the 63-seat chamber, to __ for Republicans. 
That, together with the reunification of the Democrats 
in the Senate, meant Democrats now control both the 
Senate and Assembly as well as the governor’s office. It 
also means that for the first time, a woman – Sen. An-
drea Stewart-Cousins of Westchester County – serves 
as Senate Majority Leader. She has now appointed an-
other new Senate Banks Chair: ____________.

With the 2018 elections pending, the governor and 
all statewide elected officials, every seat in the state leg-
islature, the entire New York House Delegation and 
Sen. Kirsten Gillibrand will be on the ballot this No-
vember. It promises to be a most interesting second 
half of 2018. ■ 

Steve Rice coordinates government relations and communications 
for the Independent Bankers Association of New York State. He has 
worked in the New York banking industry and New York state govern-
ment for more than three decades.

ESOPS  |  continued from page 9 PRESIDENT’S MESSAGE   |  continued from page 6
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This is part one of a two-part series; part 2 will appeared in 
a subsequent issue of The Commercial Record. Part 1 pres-
ents results of a survey of commercial bankers and frames 
the issue of gender diversity in the industry; part 2 seeks and 
proposes solutions.

The reaction to the article “Women In Banking,” 
published in The Warren Group’s Banking New 
England magazine, was overwhelmingly posi-

tive from men and women at all levels of the corporate 
hierarchy.

It looked at key causes for the lack of growth oppor-
tunities for women in commercial banking, especially 
at senior levels. It also offered ideas and strategies for 
sustainable solutions to greater gender diversity in the 
industry. 

Consistent comments from male readers included: 
“I now understand the reality much better” and “We 
clearly need to do better.” There were, however, a few 
unexpected comments, which these individuals were 
hesitant to voice and did so only because they knew 
me personally: “Maybe women just don’t want to be in 
banking?”; “Maybe women don’t want to be in leader-
ship positions in banking?”; and finally, “Maybe wom-
en prefer to focus on their families rather than their 
careers?”

These comments came from a broader age group, 
men in their 30s to their 50s. They proposed that per-
haps women prefer to focus on their families, raising 
children and being caretakers for family members, 
even if they were given the same opportunities that 
men historically have enjoyed.

If your reaction to the above questions and supposi-
tions is a sheer offense, exasperation and that logic like 
this is what’s led to limited opportunities for women in 
banking and other industries, you’re not alone. There 
is clear evidence that women face more challenges in 
commercial banking compared to their male counter-
parts and have to make a series of tough choices to 
pursue a career in the industry.

But this question – do women want to be in bank-
ing? – is a logical one to raise and seek to answer. It is 
important is to recognize that some men – and possibly 
some women – may feel this way but will never speak 
about it. As a result, these individuals continue to be-
lieve what they believe and act as they acted all along, 
inadvertently helping to perpetuate the cycle in which 
women are squeezed out of the workforce and growth 

opportunities. It is crucial to encourage honest conver-
sations and for people to question the reality as part of 
finding correct answers through education, looking at 
evidence and true causes, and ultimately driving solu-
tions.

To better understand the issue and its implications, 
let’s start with a survey of what men and women think 
of gender diversity and equality in commercial bank-
ing (largely represented by New England).

Survey: Genders in Commercial Banking 
Respondents were asked to rank the following on a 

scale from one to five, “strongly disagree” to “strongly 
agree.”

Commercial banking industry as a whole lacks 
gender diversity at all levels. Most respondents an-
swered with a four, with the next two largest groups 
concentrated in three (neither agree nor disagree).

Commercial banking industry lacks gender diver-
sity at senior, executive and board levels. Over half of 
respondents said they strongly agreed with this state-
ment. It’s also a statement already known to be true, 
and the survey responses further confirm an unequal 
reality.

Women face more challenges in the workplace 
than men do. The majority of respondents answered 
as a four to five.

Women and men are treated equally. The largest 
group of respondents answered as a “no,” with an-
swers falling within somewhat disagree, followed by 
neutral and then strongly disagree.

Women have the same growth and advancement 
opportunities as do men. The majority of responses 
fell within two and three, followed by four, showing 
leaning toward a no, although not as strongly as other 
statements.

When asking if the industry should do more to pro-
mote gender diversity, the answer was a resounding 
yes. More detailed comments included:

• “Comparing today's diversity with 1960s and 
1970s, huge improvement. Still more to accomplish, 
but women are excellent bankers and could well domi-
nate the industry.”

• “While tremendous progress has been made, 
banking still needs to do more to promote work-life 
balance so as not to lose parents (particularly moms) 
during the key parenting years.”

Continued on page 14
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• “There is still the ‘good old boys club’ mental-
ity. These seasoned lenders have much to share and of-
fer young talented and motivated lenders (or potential 
lenders) with their experiences. I just feel they don't 
invest as much in females as they do in male counter-
parts.”

Others noted double standards and how the same 
behavior is received and interpreted differently com-
ing from a man versus a woman. Stereotypes are well 
and alive, although they may not be as blatant and in 
the open as they used to be, which makes them even 
more dangerous (conscious moving into covert and 
subconscious). It was also noted that there is not open 
but more subtle discrimination in favor of men versus 
women.

Although management has lately focused on gen-
der diversity, the results fall far below expectations. 
This question is further supported by the respondents 
who stated overwhelmingly that their organizations 
are supportive of diversity and gender diversity spe-
cifically, but in response to whether their organizations 
meet their diversity goals, the answers were more 
muted, with 25 percent of respondents having no opin-
ion. This may indicate the lack of specific, measurable 
goals or colleagues not knowing what those goals are.

While some organizations offer better personal and 
professional life balance, it was clear from the sur-
vey that it all hinges on individual managers. In the 
absence of strong, flexible work arrangement frame-
works, managers can make diversity happen. Over 50 
percent of respondents strongly agreed that their team 
leader (manager) accommodates family care needs and 
other personal situations. This kind of management re-
sults in employee loyalty and employee retention.

Lastly, 39 percent of respondents indicated that they 
expect to experience negative career implications if 
they speak up about gender diversity issues and chal-
lenges, or they are not certain if there will be career re-
percussions. This is quite disturbing; gender and other 
diversity can only be achieved by active and passion-
ate participation from top down and bottom up without 
fear. If employees do not feel encouraged and safe be-
ing ambassadors in solving issues that have a direct 
connection with talent development and retention, this 
is one of the first obstacles to tackle.  ■

Neil (Dima) Berdiev is managing partner and founder of 
DNB Advisory LLC, a Boston-based advisory firm. He 
may be reached at dnb@dnbAdvisory.com or at 617-
233-1405. 
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Large ecommerce players like Amazon have upended 
many industries from retail to entertainment to gro-
cers, forcing businesses in these sectors to adapt or 

face a future filled with uncertainty.
Now the ecommerce giant is poised to disrupt the 

banking industry.
Amazon sent shock waves through the financial world 

last week when news outlets reported that the behemoth 
is in talks with big banks such as JPMorgan Chase to 
build its own checking account product, specifically tar-
geting younger users and those without a bank.

News that Amazon is also looking to roll out a cred-
it card for small businesses followed, and the company 
launched its first debit card offering last week in Mexico 
last week.

“Amazon is in the business of selling merchandise. 
Everything they do feeds into that model,” said Thad 
Peterson, senior analyst at the Boston-based Aite Group, 
adding that he does not think Amazon wants to become 
a full-on bank. “By offering [a checking account product] 
to the underbanked and unbanked, they are opening a 
sales channel to a reasonably sized population that would 
otherwise not purchase stuff online.”

Peterson thinks Amazon will roll out some type of 
checkless deposit account that comes with a debit card so 
people can make online purchases, although the card or 
the currency could be virtual.

Maureen Burns, a partner and leader of the finan-
cial services practice group at Boston-based Bain & Co., 
thinks the move will be multi-faceted, an effort that tar-
gets new customers, while also continuing to build brand 
loyalty.

“It could be for customers without credit, or to create 
tighter relationships with existing customers,” she told 
Banker & Tradesman. “Amazon wants to increase the 
scope in which they interact with existing customers.”

UNDERBANKED VS. MILLENNIALS
The less-banked and younger customer populations 

have two entirely different values to financial institutions.
Seven percent (9 million) of U.S. households in 2015 

were unbanked, meaning no one in the household had a 
checking or savings account, according to the FDIC. 

An additional almost 20 percent (24.5 million) of U.S. 
households were underbanked, meaning that the house-
hold had an account at an insured institution but also 

obtained financial services and products outside of the 
banking system.

While financial institutions do offer products for these 
populations and stress financial literacy, the numbers – 
which have improved only marginally since 2011 – show 
that the underbanked and unbanked are not core to a 
bank’s business model.

“The truth of the matter is if the banks really wanted 
to serve the unbanked and underbanked, they would 
offer a product to serve them,” Peterson said. “Banks 
can’t take this as a significant threat. Even if this thing is 
enormously successful, it’s still a little tiny percentage of 
checking customers in the U.S.”

Millennials and younger customers, on the other hand, 
are highly sought by banks, but still a bit of a mystery to 
crack.

To be certain, Millennials are using digital banking 
services.

Nearly two-thirds of all smartphone users in the U.S. 
have at least one financial app, according to a survey by 
Bankrate. Seventy percent of survey respondents said 
they checked their bank’s mobile app at least once a 
week, while 16 percent of respondents said they checked 
it daily.

Amazon Checking Account Poses  
Threat to Community Banks
Ecommerce Giant Well Positioned to Grab Young Banking Customers

“
Amazon has done a superb job  

of creating brand loyalty, attracting 
customers to the conglomerate for 

everything from movies to music to food

. ”



AMAZON, WELL POSITIONED
But that doesn’t necessarily mean these customers 

are safe, particularly the younger ones.
More than two-thirds of participants in a recent study 

conducted by D3 Banking Technology and Harris Poll 
said they were frustrated with their digital banking ex-
perience and are prepared to walk away from their cur-
rent financial institution if a better digital experience 
presents itself.

The survey also found that digital banking users ages 
18 to 34 are more likely than those ages 55 and older 
to be frustrated with their digital banking experience. 
Seventy-three percent of the younger group indicated 
that they have been frustrated with their digital bank-
ing experience over the past year, compared to only 61 
percent of adults ages 55 and over.

“When customers buy another banking product, 40 
percent are buying from another competitor; they are 
typically not shopping, but will get an offer,” said Burns. 
“Primary banks not great at targeting their customers.”

Amazon, however, has done a superb job of creating 
brand loyalty, attracting customers to the conglomerate 
for everything from movies to music to food, not to men-

tion the massive assortment of products shoppers pur-
chase every day.

U.S. and United Kingdom consumers ranked PayPal 
and Amazon nearly as high as banks for trust with their 
money, according to a recent study from Bain & Co.

In another Bain study, 74 percent of respondents ages 
18 to 24 and 68 percent of respondents ages 25 to 34 said 
they expect to buy a financial product from a technology 
firm within the next five years.

Bain’s most recent analysis, which came on the heels 
of news regarding the Amazon checking account, es-
timates a banking service from Amazon could swell to 
more than 70 million U.S. customer accounts within five 
years.

That would equal the size of Wells Fargo, the coun-
try’s third largest bank.

“I do think banks need to be worried,” said Burns, 
adding that she thinks there has been too much reliance 
on the branch. “Frankly, they have struggled to create 
those really good digital experiences.” ■

Bram Berkowitz is writer for Banker & Tradesman. 
bberkowitz@thewarrengroup.com
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COMPLIANCE CORNER  |  By Ben Giumarra 

When the CFPB’s Ability-to-Repay/Qualified Mortgage 
rule took effect in January 2014, many lenders shied 
away from doing anything other than fully protected 

“qualified mortgages.” The rule – which makes it illegal to pro-
vide a residential mortgage loan without a “good faith” deter-
mination that the borrower has a “reasonable” ability to repay 
the loan – encouraged these “QM-only” policies by presenting 
vague, and potentially serious, risks for non-compliance.

But though the rule hasn’t change in the four years since, it 
may be time to reconsider non-QM mortgages.

NEW LEADERSHIP AT CFPB
Should the non-QM flood gates open with the exit of Rich-

ard Cordray? No. In fact, nothing the regulatory agencies do 
– aside from changing the actual rules – should have much, if 
any, impact on your decision to enter non-QM lending. 

The real risks associated with non-QM lending have never 
been regulatory. Banking regulators are generally invested in 
the success of the regulated institutions that are knowledge-
able in the subject matter and therefore relatively reasonable 
to work with. And their approach to this regulation, which 
places special demands on the expertise required of examin-
ers, has been reasonable. If anything, more intensive regu-
latory examinations would serve only to help institutions by 
identifying issues that may ultimately become private matters. 

The real risk with non-QM has always been the opportunity 
for private enforcement. The ability-to-repay argument can be 

raised in defense of a foreclosure for the life of the loan. Argu-
ing around soft standards such as “good faith” and “reason-
able” can quickly become costly in a courtroom.

Early on when your prudential regulator probably prom-
ised to go easy on you regarding ATR/QM compliance for a 
period, that reassurance was just cold comfort – the real risk of 
ATR/QM is not in regulatory penalties, but instead in the de-
creased liquidity and increased liability risks arising out of the 
consumer’s ability to challenge any ATR determination for the 
life of the loan. Maybe we trusted the regulators to cut us some 
slack, but we couldn’t rely on the same from the borrower’s at-
torney five years down the road in a foreclosure action.

ATR/QM IN THE COURTS
Unfortunately (fortunately?), there have been no court bat-

tles surrounding the ATR/QM regulation that might shed light 
more specifically on how this will be interpreted. That being 
said, for those of us who studied the original rules closely, there 
were many more helpful details included than many people 
cared to discuss. That same information gives us a fairly clear 
roadmap towards safe non-QM lending … it’s just that there’s 
nothing at all new about that. I would have told you the same 
thing in 2013 before the rule even took effect.

Part of this is just because we haven’t seen too many loans 
originated post-2014 in foreclosure actions yet. It’s still rela-
tively early on and the performance of these loans has been 
relatively strong. Perhaps that’s due to the economy alone, or 
perhaps the CFPB’s rules, along with an industry correction to 
the problems that caused the Great Recession, deserve some 
credit.

Also, remember that many “small creditors” – those that 
originate 2,000 or fewer mortgages per year for sale – have 
essentially been offering “non-QM” loans all along, subject 
to the requirement to hold them in portfolio for at least three 
years. It hasn’t happened yet, but one thing that would be very 
interesting would be to see some large transfers of these sea-
soned loans to the secondary market after the three-year wait-
ing period has expired. 

FOUR YEARS LATER
My own stance hasn’t changed much since 2014. Non-QM 

does not mean sub-prime, and there are plenty of high-quality 
loans to be made in the non-QM space. Whether any particular 
lender should enter non-QM lending just depends on its own 
strategy and ability to limit the risks involved. Assume your 

Non-Qualified Mortgage Risks  
Were Never Regulatory
Despite No Change to Rule, Non-QM Mortgages Worthy of Consideration

“
Non-QM does not mean  

sub-prime, and there are plenty 
of high-quality loans to be 

made in the non-QM space. 

”

Continued on page 18



MINORITY REPORT  |  By Bram Berkowitz

The number of small business loan originations and 
total volume in minority areas in Massachusetts in 
2016 was the highest it’s been in nearly a decade. 

But both of those categories still only make up less than 
10 percent of all Community Reinvestment Act loans is-
sued in the commonwealth in 2016.

Those are some of the main findings of a recently 
released report issued by the Massachusetts Commu-
nity and Banking Council that examines small business 
lending in minority neighborhoods in Massachusetts 
from 2007 to 2016.

According to the study, banks in Massachusetts in 
2007 issued almost 15,500 small business loans in mi-
nority areas for a total volume for $343.76 million. That 
equals 5 percent of total CRA loans issued and 5.5 per-
cent of total volume that year.

Banks issued 12,119 small business loans in minor-
ity areas for a total volume for $452.76 million in 2016, 
making up 8.5 percent of total CRA loans and 9 percent 
of total volume, according to the study.

“The 9 percent number was a nice surprise, which is 
more or less in line with a percentage of firms that are 
in minority areas,” Stuart Ryan, the author of the report, 
told Banker & Tradesman. “Over the last few years, reg-
ulators have brought a number of pretty serious situa-
tions to the attention of the Justice Department and they 
have pursued them.” 

“In Massachusetts, there are not any high-profile is-
sues I am aware of, although I have heard they (bankers 
and regulators) are paying more attention,” he added.

ROOM FOR IMPROVEMENT
Despite the uptick, Ryan said there is plenty of room 

for improvement.
Total small business loans in minority areas still make 

up a very small percentage of CRA loans. And while to-
tal volume was the highest in 2016 as a percentage of 
total CRA loans, volume was also 9 percent in 2014 and 
9.5 percent in 2013.

Additionally, the number of small business loans is-
sued in minority areas in 2007, almost 15,500, is more 
than 3,000 loans issued than in 2016.

Another thing to consider, said Ryan, is population 
growth.

According to the study, the number and size of mi-
nority neighborhoods in Massachusetts, which are re-

ferred to as census tracts, has increased significantly 
over the past few decades as the state’s minority popu-
lation growth has outpaced white population growth.

In 1990 there were just 106 minority census tracts in 
the state, accounting for 8 percent of the total census 
tracts and 5.7 percent of the state’s population. In 2015, 
the last time a tally was taken, there were 246 minority 
census tracts representing 16.7 percent of total census 
tracts and 15.2 percent of the total population.

But while minority population growth has outpaced 
white population growth, small business loan volume is 
still higher in white areas in half of the counties in Mas-
sachusetts between 2012 and 2016.

“Look at how much minorities account for in state 
population; that number is going up,” said Ryan. “To 
me there could be an improvement in that regard, if loan 
percentages were more in line with the population.”

Due to the data available, the study looks at loans 
made in minority areas, Ryan said; but that doesn’t 
mean the loan necessarily went to a minority-owned 
business, meaning the data could be slightly skewed.

MUCH WORK TO DO
Rob Williams, a loan officer at the Massachusetts 

Growth Capital Corporation, a quasi-public agency that 
provides access to capital for small businesses, said he 
has seen an uptick of businesses participating in MGCC 
programs.

These include taking advantage of working capital, 
loan guarantees and targeted technical assistance to 
solve specific financial and operational problems – in 
other words, a lot of gap financing and mezzanine lend-
ing.

But in terms of the traditional lending process, Wil-
liams said he still sees banks declining many minority-
owned businesses and thinks there is a long road ahead.

“The first thing that jumped out at me is we still have 
so much work to do to get people access [to capital],” 
he said, adding that credit scores, still a huge factor in 
obtaining a loan, have not really risen in the African-
American community.

In addition, the rate of homeownership, one of the 
most important ways for working- and middle-class 
families to build wealth, has remained virtually un-
changed for African Americans in the past 50 years, ac-

Small Business Loans in Minority  
Neighborhoods Increase
Minority Neighborhood Loans Still a Fraction of Total CRA Loans

Continued on page 18
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FRONT LINE  |  By Barbara Chambers

As the sixth leading cause of death in the U.S., Al-
zheimer’s takes a tremendous toll not just on the 
individuals and families battling this devastating 

disease but increasingly on our overall economy.
It is likely that Alzheimer’s will progressively become 

a workforce issue, impacting a variety of industries – es-
pecially those with high percentages of female employ-
ees. This is particularly true for the financial services in-
dustry, which is facing a workplace tsunami fueled by its 
workforce caring for Alzheimer’s victims at home or deal-
ing with the disease themselves.

The perfect storm is this: employees in the financial 
services sector are disproportionately female, who are 
far more likely than men to either become caretakers of 
a family member with the disease, or to get Alzheimer’s 
themselves.

There are several reasons why the financial services 
industry should care about finding a treatment that can 
prevent, slow or even cure Alzheimer’s. The first is the 
sheer financial cost of the disease and the threat it poses 
to the economy.

The Alzheimer’s Association estimates that nearly 6 
million Americans are living with the disease, a number 
that is likely to more than double to 14 million by 2050. 
Alzheimer’s and related dementias are expected to cost 
the nation $277 billion in 2018 – and that could soar to 
$1.1 trillion by 2050.

Banking and financial industry leaders are in a unique 
position to support and invest in Alzheimer’s research to 
ensure that this disease does not trigger a public health 
crisis that drags down the whole economy.

Banks across the country have established community 
investment and charitable giving programs to benefit lo-
cal communities, increase financial stability and enhance 
overall quality of life. The same is true for other leading 
companies in the financial services industry. These ini-
tiatives are having a positive impact on a whole host of 
issues, and the same could be true for Alzheimer’s – a 
disease that is ripe for additional funding for research and 
support. Even improving early and accurate Alzheimer’s 
diagnoses could save almost $8 trillion in medical and 
care costs, according to current estimates.

Another major reason for the financial services indus-
try to step up is the direct costs the industry will have 
to bear as a result of its customers and workforce. Banks 
across the country are already investing in programs and 

initiatives to help protect customers battling Alzheimer’s, 
who are susceptible to fraud and self-sabotage. It’s not 
uncommon for Alzheimer’s patients to forget to pay bills, 
make expensive purchases or fall prey to financial scams. 
Banks have already begun implementing best practices 
to guard against these financial calamities.

The medical and banking industries are also discuss-
ing ways to team up to help customers and patients and 
to better detect the disease’s early warning signs. This 
topic was the subject of a two-day conference in Phila-
delphia last November. These types of partnerships are 
primed for expansion, particularly as it relates to research 
funding.

Alzheimer’s is also a workforce issue because it dis-
proportionately impacts women. Women develop Al-
zheimer’s disease at twice the rate of men, and by the 
age of 75, a woman is three times more likely to have 
Alzheimer’s than a man.

This is significant because women play a large role 
in the financial services industry. Globally, women rep-
resent nearly half of all employees in financial services. 
In the U.S., women make up nearly 53 percent of the fi-
nancial activities industry, and almost 59 percent of the 
banking industry, according to the U.S. Bureau of Labor 
Statistics. 

Currently there is no cure for Alzheimer’s, but the 
best chance we have to manage the social, economic and 
health costs of this disease is to increase funding for re-
search. Early stage Alzheimer’s research is critical to de-
veloping effective prevention or treatment strategies.

Recent research advances are offering hope. For ex-
ample, the groundbreaking creation of Alzheimer’s in a 
Dish, funded in part by the nonprofit Cure Alzheimer’s 
Fund, is allowing researchers to rapidly test potential 
drugs and treatments for the first time in a petri dish. The 
organization is also funding major projects focused on the 
relationship between women and Alzheimer’s disease.

The financial services industry, with its innovative and 
entrepreneurial spirit, is ideally suited to lead on this ter-
rible disease. By investing in Alzheimer’s research now, 
we can invest in our current and future workforce, pro-
tect our economy and, most importantly, move closer to a 
cure.  ■

Barbara Chambers is senior engagement officer of 
Wellesley-based Cure Alzheimer’s Fund.

Financial Industry Primed to  
Fund Alzheimer’s Fight
Majority Female Workforce Will Be Hit Hard by the Disease
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bank wants to do 40-year mortgages 
(the 40-year term automatically mak-
ing these non-QM). If there’s a demand 
for this product in your area, if you can 
charge enough to offset any additional 
risks, if you can point to historically 
strong performance with these loan 
types, and if you can button up your 
ability-repay-determination, there’s no 
reason not to offer it.

Some of the best ways to protect 
against non-QM risk include: prioritiz-
ing ATR/QM compliance in your qual-
ity assurance programs; having strong 
checklists to document the ATR deter-
mination; developing a clear regulation-
specific procedure for this rule; support-
ing any non-QM products with research 
on the historical soundness of the appli-
cable underwriting standards; and add-
ing a residual income requirement (at 
least for loans you’re particularly wor-
ried about, such as for all non-QM or for 
all rebuttable presumption QM).

The ATR rule is a minimum baseline 
set by regulators and QM is merely a 
convenient benchmark for document-
ing compliance. I would argue that good 
financial institutions have the obligation 
to go beyond this, to decipher for itself 
what constitutes a “good” loan. Au-
tomatically refusing to originate loans 
outside of the QM benchmark is a dis-
service to those borrowers who have a 
reasonably ability to repay. In the same 
way, automatically approving loans that 
meet QM status is a disservice to bor-
rowers who, for reasons more sophisti-
cated than a regulation could state, don’t 
have a reasonable ability to repay. ■

Ben Giumarra is an attorney and director 
of quality assurance at Embrace 
Home Loans, where he supports direct 
mortgage lending activities along with 
Embrace’s partnerships with various 
financial institution. He may be reached 
at bgiumarra@embracehomeloans.com.

cording to a report released in 2016 
by the Economic Policy Institute. 

Black homeownership remains 
just over 40 percent, trailing 30 points 
behind the rate for whites, who have 
seen modest gains during that time.

Williams thinks everyone needs 
to take a hard look at the traditional 
lending model, and perhaps come 
up with a new one, maybe with 
lenders making equity injections 
instead of traditional loans.

But like Ryan, Williams agrees 
that the MCBC report does shows 
one major difference occurring now 
that hasn’t occurred as much in pre-
vious years: “I think more banks are 
starting to realize with the CRA that 
they want to have more of an im-
pact in minority communities.” ■

Bram Berkowitz is writer for Banker 
& Tradesman. bberkowitz@
thewarrengroup.com

MINORITY REPORT  
continued from page 8

COMPLIANCE CORNER continued from page 8

THE WARREN GROUP  |  MARKETING LISTS ?IDENTIFY NEW 
PROSPECTS

Visit www.thewarrengroup.com to view current promotions. Contact 617.896.5388 or email customerservice@thewarrengroup.com for more information.

The Warren Group compiles the most accurate and detailed transaction 
information in the country and offers a broad range of marketing lists for more 
than 130 million households.

Pinpoint Your Next Customer With Our Marketing Lists Today!



22  |  Banking New York

CITI EARNS RECOGNITION AS AFFORDABLE HOUSING LENDER FOR 
EIGHTH CONSECUTIVE YEAR

Citi has retained the top ranking in Affordable Housing Fi-
nance (AHF) Magazine’s annual survey of affordable hous-
ing lenders. This milestone marks the eighth consecutive 
year that it has received this designation. Citi Community 
Capital, the bank unit through which Citi works to finance 
all types of affordable housing and community development 
projects, reported nearly $4.7 billion of lending to finance 
affordable rental housing projects in 2017.

“Citi is proud to have financed so many transactions that 
provide quality, affordable housing to thousands of people 
and families across the country,” Michael Corbat, CEO of 
Citi, said in a statement. “We are unwavering in our commit-
ment to strengthen the communities we serve, and we con-
tinue to work closely with developers, nonprofits and local 
governments to provide sustainable housing choices for all.” 

PAYPAL PARTNERING WITH SMALL BANKS  
TO OFFER TRADITIONAL BANK SERVICES

Over the past few months, PayPal has been offering certain 
customers an opportunity to add basic banking features to their 
PayPal digital wallet, according to The Wall Street Journal.

Those features include Federal Deposit Insurance Corp. 
insurance for balances up to government-set limits, a debit 
card that can be used to withdraw cash at ATMs and the 
ability to add funds to accounts by taking a photo of a paper 
check or by having employers direct-deposit earnings there.

According to the Journal, the move is likely geared to 
those with less access to the banking system. PayPal does 
not pay interest on balances and is charging a fee of 1 per-
cent on any check a customer deposits via a photo, making it 
less appealing to those already with a bank account.

But for those that largely rely on check-cashing centers 
and other alternative providers of financial services, the ser-
vices could be more appealing because PayPal isn’t charg-
ing a monthly fee and isn’t requiring customers to keep a 
minimum balance.

PayPal’s COO Bill Ready told the Journal the company’s 
goal was to give those excluded from the banking system 
access to the digital economy.

“If you don’t have a bank account, you can’t take an Uber 
ride, can’t stay in a room on Airbnb,” he said.

There does seem to be a desire and gap for low cost 
banking services. When Bank of America announced in 
January that it would end free checking accounts, consum-
ers launched a change.org petition that garnered more than 
46,000 signatures.

A number of other technology firms are considering pro-
viding banking functions. Square offers bank cards to users 
of its Cash App, and Amazon is in talks to roll out a check-
ing-account-like product.

The issue is that tech firms don’t have a U.S. banking 
license, the FDIC doesn’t insure funds stored at nonbanks 
and Visa and Mastercard only permit cards that run on their 
network to be issued by banks.

PayPal has reportedly made deals with a Delaware bank 
to issue debit cards, a Georgia bank to deposit checks in-
stantly after users take a photo of them and banks in Utah to 
make loans to consumers and small businesses. ■
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POPULAR COMMUNITY BANK REBRANDS  
WITH NEW NAME

Popular Community Bank 
has rebranded under a new 
name, Popular, and new legal 
name, Popular Bank. 

Popular has evolved over 
the last few years, refocus-
ing on New York, New Jersey 
and South Florida. Since that 
change in 2014, Popular has 

almost doubled its assets in the U.S. Mainland 
from $5 billion to $9.2 billion. Popular addition-
ally has made efforts to diversify its customer 
base with the launch of a new private banking 
platform, the expansion of its residential mort-
gage business and its health care and association 
banking niche businesses.

“Our new name coupled with our agility and 
comprehensive platform, gives us a distinct op-
portunity to deliver on a value proposition cen-
tered around service and customer experience,” 
Manuel Chinea, COO of Popular, said in a state-
ment. “With the expansion of Popular’s capabili-
ties beyond those typical of community banks, 
the time had come to evolve our brand.”

As part of the rebranding initiative, Popular 
unveiled a new tagline – “Our bottom line is you.” 

EVANS BANK PARENT ELECTS TWO  
TO BOARD OF DIRECTORS

Community financial ser-
vices company Evans Bancorp 
Inc., parent company of Evans 
Bank, appointed Kimberley A. 
Minkel and Christina P. Orsi to 
its board of directors. 

“We’re excited to add these 
two very talented individuals 
to our board,” David J. Nasca, 

president and CEO of Evans Bancorp Inc., said in 
a statement. “Their unique skill sets in business, 
regulated industries and economic development 

will add depth and diversity 
to an already talented and ex-
ceptional board of directors.”

Minkel is president and 
executive director of the Ni-
agara Frontier Transportation 
Authority and is responsible 
for managing a transportation 
system including light rail, 

bus, paratransit and two airports within Western 
New York. 

Orsi is associate vice president of the Office of 
Economic Development for the University at Buf-
falo (UB), where she leads its Business and En-
trepreneur Partnership with a focus on connect-
ing businesses with UB faculty for collaboration 
on research and development; enabling business 
access to programs like START-UP NY to help 
companies grow in New York State and support-
ing the commercialization of faculty inventions to 
move them from idea to market.

KEYBANK TO SELL INSURANCE TO USI

KeyBank has entered into a definitive agree-
ment to sell Key Insurance & Benefits Services 
Inc. to USI Insurance Services (USI).

KeyBank acquired Key Insurance & Benefits 
Services Inc. as part of the 2016 merger with First 
Niagara Financial Group.

Key Insurance & Benefits Services Inc., with a 
division headquarters in Buffalo, has 350 employ-
ees working in eight offices in upstate New York, 
Pennsylvania and Connecticut. USI is head-
quartered in Valhalla, and is one of the largest 
privately held insurance brokerage firms in the 
United States, with more than 6,000 associates in 
over 150 offices.

The transaction is subject to regulatory ap-
provals and other customary closing conditions 
and is expected to close in the second quarter 
2018. Morgan Stanley & Co. LLC is acting as fi-
nancial advisor to KeyBank in connection with 
the transaction. ■
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