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DEPARTMENT OF FINANCIAL INSTITUTIONS

MINUTES OF MEETING

December 13, 2012
The Members of the Department of Financial Institutions met at 10:00 a.m., EST, at 30 South Meridian Street, Suite 300, Indianapolis, Indiana.  Present from the Department were David H. Mills, Director and Member; John J. Schroeder, General Counsel, Deputy Director, Consumer Credit Division and Secretary; James M. Cooper, Deputy Director, Depository Division and Assistant Secretary; Connie Gustafson, Associate Counsel; Kirk J. Schreiber, Senior Bank Analyst, Bank Division; Mark K. Powell, Supervisor, Credit Union Division ;Gina R. Williams, Deputy Director, Administration Division; Mark B. Tarpey, Supervisor, Consumer Credit Division; and Sharmaine Stewart, Administrative Assistant.  Present representing ABF, Inc. were Paul Barnard, General Manager, and Jay Kennedy, Attorney. Present representing Teachers Credit Union was Paul Marsh, CEO.

I.
EXECUTIVE SESSION:
10:00 a.m.   
A.
James Cooper presented to the Members a review of examination information which is confidential pursuant to IC 28-1-2-30.  This aspect of the Executive Session is authorized by IC 5-14-1.5-6.1(b)(7). 

B.
John Schroeder presented to the Members a summary of pending litigation. This aspect of the Executive Session is authorized by IC 5-14-1.5-6.1(b)(2)(B).  
II.
PUBLIC SESSION:

10:30 a.m.
A.
Members Present: Mark Schroeder, Vice Chairman; Paul Sweeney; Jean L. Wojtowicz; Donald E. Goetz; Michael W. Davis and David H. Mills, Director. Richard J. Rice, Chairman was absent.
B.
Date of next meeting:  January 10, 2013 @ 10:00 a.m., at the office of the Department of Financial Institutions, 30 South Meridian Street, Suite 300, Indianapolis, Indiana.  

C.
Vice Chairman Schroeder entertained a motion to approve the minutes of the August 09, 2012 meeting. 

 Mr. Davis moved approval of the minutes; Mr. Sweeney seconded the motion and the motion passed unanimously. 

D.
DIVISION OF BANK AND TRUST COMPANIES:
1.
Grant County State Bank, Swayzee, Grant County, Indiana

Kirk J. Schreiber, Senior Bank Analyst, presented this application. Mr. Schreiber informed the Members that Grant County State Bank, Swayzee, Indiana (“Grant County”) and The Farmers State Bank, Sweetser, Indiana (“Farmers”) propose a merger pursuant to IC 28-1-7.
The Agreement and Plan of Merger was dated October 30, 2012.  The resulting bank will operate under the Articles of Incorporation and Bylaws of Grant County.  Farmers corporate existence will cease upon consummation of the merger.  The main office of Farmers will become a branch of Grant County.  

Mr. Schreiber informed the Members that it was the opinion of the Department staff that the statutory requirements of IC 28-1-7-4 have all been satisfactorily met and approval of the merger was recommended. 

A motion for approval of the application was made by Mr. Davis and seconded by Mr. Goetz.  The application was unanimously approved. 

2.
ABF, INC., Greensburg, Decatur County, Indiana

Kirk J. Schreiber, Senior Bank Analyst, presented this application. Representing ABF, INC., Greensburg, Indiana (“ABF”) was Paul Barnard, General Manager of ABF and Jay Kennedy, Attorney, Kroger, Gadis & Regas, LLP.  Mr. Schreiber informed the Members that ABF has requested a Certificate of Authority to operate as an Industrial Loan and Investment Company pursuant to IC 28-5. ABF is an existing general corporation currently operating as a family owned agricultural finance company.  

ABF wants to expand its business by primarily extending credit to agricultural producers and other agribusinesses through the United States Department of Agricultural Farm Services Agency (“FSA”) guaranteed loan program. In order to participate in the lender guaranty program, ABF must be subject to regulatory supervision in order to qualify for the FSA program.  The issuance of a Certificate of Authority authorizing the company to engage in the business of an Industrial Loan and Investment Company meets the FSA requirement.  The Certificate of Authority issued by the Department will restrict ABF from issuing, negotiating, and selling certificates of investments or indebtedness or accepting any deposit like obligations.  

Mr. Schreiber noted that ABF agreed to sign an Operating Agreement with the Department agreeing to certain safety and soundness issues.   

Mr. Schreiber informed the Members that with respect to IC 28-5-1-4: (1) The financial standing and character of the organizers, directors and principal shareholders was considered acceptable; (2) The character, qualifications, and experience of the officers and directors was considered acceptable; (3) The future earnings prospects for the corporation appeared reasonable; and (4) Capital of the corporation was considered adequate. 

Mr. Sweeny asked if the Operating Agreement in the packet was the same agreement that the ABF Board of Directors signed earlier in the week.  Mr. Schreiber responded that it was the same agreement.

Mr. Goetz asked about the Industrial Loan Company charter and if the agricultural business was the primary activity for such charters.  Mr. Cooper responded that the short answer was no that the primary business of ABF is agricultural but Industrial Loan Companies can engage in other activities besides agricultural.  Mr. Cooper also gave a brief history of the Industrial Loan Company charter both nationally and locally.

Mr. Davis inquired if the primary reason for the request was to get the FSA guarantee.  Mr. Barnard confirmed that FSA guarantee loan program was the primary reason for submitting an application.

Mr. Mills asked Mr. Barnard if he had any comments or other information that he would like to provide to the Members.  Mr. Barnard responded that ABF had met with representatives of FSA earlier in the week and both parties were just waiting for the DFI approval as it is the first step in the process.

Mr. Cooper commented that this application is different from the other state chartered Industrial Loan Company that we regulate.  This corporation is an existing business requesting a Certificate of Authority compared to being a start-up Industrial Loan Company operation.

Ms. Wojtowicz asked if the corporation would be subject to annual review.  Mr. Cooper responded that ABF would receive a safety and soundness annual examination just like any other financial institution.

Mr. Goetz asked how the underwriting process worked.  Mr. Barnard indicated that ABF would do all the underwriting and then FSA would approve the loan.

Mr. Schroeder asked if the FSA guarantee allowed the corporation to extend credit for more real estate loans.  Mr. Barnard responded that ABF already does a significant amount of real estate and term loans.  The FSA loan guarantee provides ABF with more security and less risk.

A motion for approval of the application was made by Director Mills and seconded by Mr. Sweeny.  The application was unanimously approved.

E.
CREDIT UNION DIVISION:

1.         Teachers Credit Union, St. Joseph County, Indiana 

This application was presented by Mark K. Powell, Supervisor, Credit Union Division.  Teachers Credit Union has applied to the Members of the Department of Financial Institutions for approval of their proposed merger of L. C. School Employees Federal Credit Union, Gary, Lake County, Indiana into Teachers Credit Union.

This is a voluntary merger initiated by the Board of directors of L. C. School Employees Federal Credit Union.  This merger will provide economies of scale and an opportunity to provide the more complete and sophisticated services of Teachers Credit Union to the membership of L. C. School Employees Federal Credit Union.

Mr. Powell explained that as required by IC 28-7-1-33(c) the following factors should be considered by the Department in approving or disapproving the merger:

(1)
Whether the credit unions subject to this proposed merger are operated in a safe, sound, and prudent manner.  In staff’s opinion both credit unions are operated in a safe, sound, and prudent manner.

(2)
Whether the financial condition of either credit union involved in this merger will jeopardize the financial stability of the other credit union.  In staff’s opinion the financial condition of neither credit union will jeopardize the financial stability of the other credit union.

(3)
Whether the proposed merger will result in a credit union that has inadequate capital, unsatisfactory management, or poor earnings prospects.  In staff’s opinion the proposed merger will not result in a credit union that has inadequate capital, unsatisfactory management, or poor earnings prospects.

(4)
Whether the proposed merger, in the department’s judgment, will result in a credit union that is more favorable to the shareholders than if the credit unions were to remain

separate.  In staff’s opinion this merger will result in a credit union that is more favorable to the shareholders than if the credit unions were to remain separate.

(5)
Whether the management or other principals of the surviving credit union are qualified by character and financial responsibility to control and operate in a legal and proper manner the resulting credit union.  In staff’s opinion the management and other principals of the surviving credit union are qualified by character and financial responsibility to control and operate in a legal and proper manner the resulting credit union.

(6)
Whether the credit unions involved in this transaction have provided all the information required to reach a decision on this merger.  In staff’s opinion both credit unions have provided all of the information required to reach a decision on this merger.

The effect of this merger upon the capital of the surviving credit union (TCU) is negligible (from 8.20% to 8.31% of total assets).

Mr. Powell further pointed out that the merger has been approved by the National Credit Union Administration.

Mr. Goetz made a motion for approval which was seconded by Ms. Wojtowicz. The    

motion to approve the voluntary merger of L. C. School Employees Federal Credit  

Union into Teachers Credit Union was unanimously approved.
F.
DIRECTOR’S COMMENTS AND ACTIONS :
1. Consideration of a new Member Meeting Remote Participation Policy.  
John Schroeder explain that in the last legislative session a bill was passed that laid out guidelines for remote participation in meetings by the boards of all Indiana state agencies.  As part of its adoption, the Title 28 provisions for remote participation in meetings at IC 28-11-1-9.1 were repealed effective January 1, 2013.  The new law requires agency boards to adopt a conforming policy in order to allow remote participation in meetings by board members. Mr. Schroeder presented the Members with a suggested policy statement (a copy of which is attached) which outlines the use of remote participation in meetings of the Members in compliance with IC 5-14-1.5-4.  After discussion, Ms. Wojtowicz made a motion for approval which was seconded by Mr. Sweeney. The motion to approve a new Member Meeting Remote Participation Policy was unanimously approved.
2. Consideration of a new Policy Regarding Engagement in Derivative Transactions.  
John Schroeder explained the one of the results of the Dodd-Frank Wall Street Reform and Consumer Protection Act of 2012 ("Dodd-Frank") is to prohibit state chartered banks from engaging in derivative transactions unless “the law with respect to lending limits of the State in which the insured State bank is chartered takes into consideration credit exposure to derivative transactions.”  Mr. Schoeder further reminded the Members that in response to Dodd-Frank, the 2012 DFI Omnibus Bill amended the lending limit sections for state commercial banks, savings banks, credit unions and savings associations to provided that total loans and extensions of credit include any credit exposure arising from derivative transactions. Mr. Schroeder advised the Members that in the meantime, the Office of the Comptroller of the Currency (“OCC”) issued an interim final rule that amends its lending limits rule, 12 CFR 32, to implement Section 610 of Dodd–Frank as it relates to national banks.  
Mr. Schroeder presented the Members with a suggested policy statement (a copy of which is attached) which is consistent with the OCC's interim final rule and provides guidance enabling and conditioning state-chartered depository institutions  to engage in derivative transactions and certain securities financing transactions.  After discussion, Mr. Sweeney made a motion for approval which was seconded by Mr. Mills. The motion to approve a new Policy Regarding Engagement in Derivative Transactions was unanimously approved.
3. Consideration of amendment to SAFE MLO Rule to make annual date change.

John Schroeder explained that as we do each year, a proposed amendment to the Indiana SAFE Rule (750 IAC 9 et seq.) was needed to update the reference to federal laws from those laws in effect on December 31, 2011 to those in effect on December 31, 2012.  Mr. Schroeder suggested that for the sake of clarity, the resolution should become effective after December 31, 2012.  Therefore, he suggested that the resolution indicate the filing with Legislative Services Agency (which becomes the effective date) should be made on January 2, 2013.  After discussion, Mr. Goetz made a motion for approval which was seconded by Ms. Wojtowicz. The motion to approve the adoption of amendment to SAFE MLO Rule to make annual date change was unanimously approved.
4. Director Mills and John Schroeder gave a summary of the upcoming legislative session. A 
copy of the summary is attached.
G.        ACTIONS BY DELEGATED AUTHORITY:
1.
Director Mills advised the Members of actions taken pursuant to Delegated Authority 
since the last Members’ meeting.
CERTIFICATION: 
The Department certifies that the business discussed in the Executive Session was limited only to business that was set out in the Department’s Notice of Meeting and Agenda under the heading of “Executive Session.”  All action taken by the Department, if any, relating to the business discussed in the Executive Session was conducted in the public session.

OTHER BUSINESS:

Vice Chairman Schroeder asked if there was other business.  There being no further business, Vice Chairman Schroeder entertained a motion to adjourn the meeting. Mr. Goetz moved for adjournment, Mr. Sweeney seconded the motion, and it passed unanimously.
                            APPROVED:                                                           ATTEST:

            ______________________________                        _____________________________

Mark A. Schroeder, Vice Chairman       
            James M. Cooper, Asst. Secretary
10

