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Financial Corp., according to President and CEO David Provost, speaking on the Jan. 26 merger conference call. The
deal will hurdle Chemical, which had $9.19 billion at the
end of 2015, across the threshold to more than $15 billion
at the pro-forma company. But it also spares Talmer, which
had $6.60 billion at the end of 2015, the trouble of facing its
own $10 billion dilemma if it had remained independent.
The pro forma company expects to incur pretax Durbin
costs of $5 million in 2017 and $10 million in 2018 associated with the legislative reduction of interchange income
from debit cards at banks with more than $10 billion. The
pro forma company also expects annual pretax incremental cost of $2 million in compliance costs related to
advanced supervisory requirements, mainly the FDIC insurance and stress testing. Chemical Financial reported $13.90
million in credit card and bank card interchange fees in
2015 while Talmer reported $5.81 million in interchange
fees, based on data filed in the Form Y-9C with regulators.
Korean banks BBCN Bancorp Inc. and Wilshire Bancorp
Inc. are also leveraging the MOE structure to cross $10
billion. BBCN Chairman, President and CEO Kevin Kim
said the deal will require the banks to enhance their existing infrastructure and create a more comprehensive
and defined risk management framework and process,

Almost six years into the Dodd-Frank Act, banks crossing
the $10 billion asset threshold are increasingly well prepared, thanks to well laid-out expectations from the OCC.
That is not to say that the process has become any
cheaper or less rigorous since the passage of the monumental finance reform law in 2010, but the process has
become a more familiar and standard narrative for those
in the industry and for the regulators assisting them with
the transition.
Bill Haas, deputy comptroller for mid-sized bank supervision, told S&P Global Market Intelligence that the OCC
has early conversations with mid-sized community banks
about strategy and growth and considerations to capital
planning, operational risk and stress testing. For banks
closer to the $10 billion asset threshold, regulators also
outline the OCC’s heightened risk management expectations for banks.
“From our mindset, crossing the $10 billion threshold
isn’t and shouldn’t be all that daunting,” he said. “Part of
that engagement is to reduce the anxiety level and provide clarity and transUS banks, thrifts that will exceed $10 billion in assets
parency over what the expectations
as result of pending M&A*
would be, but again it’s the planning
At or for the year ended Dec. 31, 2015
ahead and thinking ahead [for instituAssets of
Pro
tions] that is really critical.”

A BIG DEAL
Strategic planning for $10 billion remains pivotal for growing community
banks, given that mergers and acquisitions remain a popular method for
banks seeking to cross it. There are
currently five banks that will exceed
$10 billion in assets with the assistance
of a pending deal, according to S&P
Global Market Intelligence.
Two of the deals are being touted
by management as mergers of equals.
Management of Troy, Mich.-based
Talmer Bancorp Inc. did not shop the
bank around for a better price or different partner before agreeing to merge
with Midland, Mich.-based Chemical

Company (top-level ticker)
Chemical Financial Corp. (CHFC)
Bank of the Ozarks Inc. (OZRK)2
BBCN Bancorp Inc. (BBCN)
Great Western Bancorp Inc. (GWB)3
First Midwest Bancorp Inc. (FMBI)4
United Community Banks Inc. (UCBI)

Total
assets
($B)

9.19
9.88
7.91
9.96
9.73
9.63

merger forma
Asset
target(s) assets growth
1
($B)
($B)
(%)
6.60
5.90
4.71
1.17
0.64
0.47

15.78
15.78
12.63
11.13
10.37
10.09

25.49
46.01
10.82
4.56
3.04
27.21

TCE/
TA
(%)

ROAA
(%)

7.91
13.49
10.62
8.34
8.59
9.04

1.02
2.12
1.25
1.16
0.85
0.85

Data compiled April 8, 2016.
* Includes top-tier operating U.S. banks and thrifts that reported less than $10 billion in total assets
as of Dec. 31, 2015, and since then, have announced or completed an M&A deal that will result in
pro forma assets of greater than $10 billion.
Based on regulatory data as of Dec. 31, 2015, unless otherwise noted.
1
Pro forma assets data represents the sum of the buyer's total assets and the total assets of the
target(s) as of Dec. 31, 2015.
2
Bank of the Ozarks has two pending acquisitions: Community & Southern Holdings Inc. and C1
Financial Inc.
3
Asset growth rate and ROAA are based on GAAP filings because the company started filing FR Y-9C
reports in the quarter ended Sept. 30, 2015. Previously, the company filed FR Y-9LP reports.
4
First Midwest Bancorp Inc. completed the acquisition of NI Bancshares Corp. on March 8.
Institutions are ranked by pro forma assets.
TCE/TA = tangible common equity as a percentage of tangible assets
ROAA = return on average assets
Source: SNL Financial, a part of S&P Global Market Intelligence
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according to the bank’s December 2015
call announcing the deal. He also said
the banks would begin planning their
regulatory road map “immediately.” The
pro forma company is expected to have
a projected loss in revenue of about
$1.5 million, said BBCN CFO Douglas
Goddard; he attributed the lower figure to low penetration of debit card
products in BBCN’s deposit base. BBCN
Bancorp and Wilshire Bancorp did not
disclose total interchange fees in their
Form Y-9Cs for 2015. Banks only have
to report the metric if it comprises a
high enough threshold of noninterest
income.
Bank of the Ozarks Inc. embodies another approach, stringing together the
acquisitions of Community & Southern
Holdings Inc. and C1 Financial Inc. in
the latter part of 2015 to heartily jump
over the $10 billion threshold in the first
quarter. The bank finished 2015 with assets of $9.88 billion, delaying the impact
of Durbin until July 2017, said Chairman
and CEO George Gleason during the
fourth-quarter 2015 earnings call. The
bank expects to lose $5.35 million annually because of Durbin; management
also expects annualized additional compliance costs to increase by about $3.4
million in 2016 and $1.9 million in 2017.
Bank of the Ozarks did not disclose total
interchange fees in 2015. Banks only
have to report the metric if it comprises
a high enough threshold of noninterest
income. Community & Southern Holdings reported $248,000 in credit card
and bank card interchange fees in 2015
while C1 Financial reported $1.262 million in interchange fees in 2015, based
on data filed in the Form Y-9C with regulators.

A LONG, COSTLY ROAD
Some executives at banks approaching $10 billion in assets have publicly
said that they have been planning for
the threshold for years, in an attempt to
bake in expenses and show regulators
that they are prepared for heightened

US banks and thrifts approaching $10B asset threshold*
At or for the year ended Dec. 31, 2015
Company (top-level-ticker)
BMW Bank of North America
Banner Corp. (BANR)
Eastern Bank Corp.1
Pinnacle Bancorp Inc.
Discount Bancorp Inc. (DSCT)
Home BancShares Inc. (HOMB)
Capitol Federal Financial Inc. (CFFN)
Glacier Bancorp Inc. (GBCI)
Northwest Bancshares Inc. (NWBI)
Columbia Banking System Inc. (COLB)
Provident Financial Services Inc. (PFS)
Cadence Bancorp LLC
First Interstate BancSystem Inc. (FIBK)2
Pinnacle Financial Partners Inc. (PNFP)3
South State Corp. (SSB)
Community Bank System Inc. (CBU)
WesBanco Inc. (WSBC)
Customers Bancorp Inc. (CUBI)
NBT Bancorp Inc. (NBTB)
First American Financial Corp. (FAF)
Banc of California Inc. (BANC)
Mercantil Commercebank Holding Corp. (MVZ.A)
First Financial Bancorp. (FFBC)
Renasant Corp. (RNST)4
Berkshire Hills Bancorp Inc. (BHLB)
Union Bankshares Corp. (UBSH)
Heartland Financial USA Inc. (HTLF)5
LegacyTexas Financial Group Inc. (LTXB)
CVB Financial Corp. (CVBF)6
Simmons First National Corp. (SFNC)
Boston Private Financial Holdings Inc. (BPFH)
Capital Bank Financial Corp. (CBF)7
Dollar Bank Federal Savings Bank8
FCB Financial Holdings Inc. (FCB)
Park National Corp. (PRK)
Independent Bank Corp. (INDB)9
OFG Bancorp (OFG)
Mutual of Omaha Bank

Total
assets ($B)

Asset
growth (%)

TCE/TA
(%)

ROAA
(%)

9.91
9.80
9.59
9.34
9.32
9.29
9.15
9.09
9.01
8.95
8.91
8.81
8.72
8.72
8.57
8.55
8.48
8.40
8.26
8.25
8.24
8.16
8.15
7.93
7.83
7.70
7.69
7.69
7.67
7.55
7.54
7.45
7.35
7.33
7.31
7.21
7.10
7.03

-0.35
107.38
1.15
15.50
-4.72
25.47
0.87
9.44
15.21
4.34
4.56
10.86
1.37
44.82
9.34
14.20
34.54
23.09
5.96
7.67
37.91
3.16
12.88
36.54
20.39
4.57
27.14
84.66
3.98
62.68
10.96
9.04
5.20
23.21
4.40
13.28
-4.70
6.03

13.81
10.68
9.13
8.30
9.01
9.00
15.20
10.31
10.22
9.75
9.08
8.46
8.64
8.63
8.24
8.14
7.91
5.89
7.50
24.11
4.92
8.12
7.54
7.54
7.37
9.19
6.09
8.28
11.15
9.27
6.94
11.46
10.89
10.89
8.86
7.98
9.10
8.43

1.46
0.72
0.65
1.68
0.62
1.68
0.70
1.36
0.73
1.14
0.96
0.46
1.02
1.34
1.21
1.18
0.99
0.81
0.96
3.52
0.94
0.19
1.00
0.99
0.68
0.90
0.89
1.10
1.32
1.04
0.91
0.78
0.59
0.81
1.11
0.93
-0.03
0.62

Data compiled April 8, 2016.
* Analysis includes top-tier operating U.S. banks and thrifts that reported total assets between $7 billion
and $10 billion as of Dec. 31, 2015. Excludes companies that will exceed $10 billion in assets because of a
pending acquisition or a completed acquisition since Dec. 31, 2015. Excludes targets of pending mergers.
Based on regulatory data as of Dec. 31, 2015.
1
Eastern Bank Corp. is in a nonstock mutual holding company corporate structure.
2
First Interstate BancSystem Inc. is acquiring Flathead Bank of Bigfork, Mont., which had total assets of
$231.6 million as of Dec. 31, 2015.
3
Pinnacle Financial Partners Inc. is acquiring Avenue Financial Holdings Inc., which had total assets of $1.17
billion as of Dec. 31, 2015.
4
Renasant Corp. completed the acquisition of KeyWorth Bank on April 1. The target institution's total
assets amounted to $407.8 million as of Dec. 31, 2015.
5
Heartland Financial USA Inc. completed the acquisition of CIC Bancshares Inc. on Feb. 5. The target
institution's total assets amounted to $749.1 million as of Dec. 31, 2015.
6
CVB Financial Corp. completed the acquisition of County Commerce Bank on Feb. 29. The target
institution's total assets amounted to $256.2 million as of Dec. 31, 2015.
7
Capital Bank Financial Corp. is acquiring CommunityOne Bancorp, which had total assets of $2.40 billion
as of Dec. 31, 2015.
8
Dollar Bank Federal Savings Bank is a mutual thrift.
9
Independent Bank Corp. is acquiring New England Bancorp Inc., which had total assets of $260.6 million
as of Dec. 31, 2015.
TCE/TA = tangible common equity as a percentage of tangible assets; ROAA = return on average assets
Top-level ticker based on home country stock exchange.
Source: SNL Financial, an offering of S&P Global Market Intelligence
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regulatory scrutiny. Evansville, Ind.-based Old National Bancorp assembled a “$10 billion readiness” project in 2012
to highlight internal areas where operations needed to be
strengthened or improved; it breached the threshold when
it recorded $10.39 billion in assets in the second quarter
of 2014. The bank had $11.99 billion in assets at the end
of 2015 and has a pending deal with Madison, Wis.-based
Anchor BanCorp Wisconsin Inc., which had $2.25 billion in
assets at the end of 2015.
Old National’s Chief Risk Officer Candice Rickard said the
bank focused on governance, staffing and systems at the
beginning of its preparations, including the creation of a risk
appetite statement. Over the quarters, changes included the
bank’s DFAST submission process, shifting methodologies
that the bank used to calculate its allowance for loan and
lease losses, and upgrading its asset-liability management
software. It also hired staff that had a strong statistics background in the banking space. It also focused on enhancing
its BSA-AML, HMDA and fair lending compliance. Old National’s bank card and credit card interchange fee income was
$24.2 million for 2014, according to S&P Global Market Intelligence; in 2015, its interchange fees sank to $19.7 million.
“It’s expensive. You have to be prepared to deal with that,”
said CFO Chris Wolking.

THE REGULATORS
Crossing $10 billion in assets denotes
a shift in a bank’s relationship with its
regulators, including the notable additions of the Consumer Financial Protection Bureau as a direct examiner and the
Dodd-Frank Stress Tests. The OCC currently offers voluntary submission into
the heightened supervision standards to
institutions near or just over the threshold, in advance of a formal filing; it was
offered to six national banks and thrifts
in 2016, with four accepting the opportunity and two deferring until next year,
Haas said.
Old National participated in the unofficial voluntary submission in March 2015,
which allowed it to interface with the OCC
and ensure it was making appropriate
progress toward its official DFAST submission due in July. Even though the bank
was not fully ready for the process, the
OCC gave the bank feedback that contained areas that could potentially become “Matters Requiring Attention” in an
official filing, Old National’s Rickard said.

She added that the bank has had only limited interactions
with the CFPB, including a cursory overview of the bank,
but that they will be conducting an on-site visit later. That
seems in line with standard protocol, according to emailed
comments from Samuel Gilford, CFPB spokesperson. He
said generally the regional CFPB manager will reach out to
an institution several months before the institution would
fall under the bureau’s supervisory jurisdiction, with talks
focusing on the examination process, risk-based prioritization and expectations around and importance of “robust”
compliance management systems, among other things. He
said there is no standard for when the CFPB will conduct its
first exam at institutions that have recently fallen under its
jurisdiction.
“We prioritize our exams based on our risk assessments,
looking across both bank and nonbank markets. To that
end, we also review banks to get a baseline look at their
compliance management systems and other major product
areas,” he wrote, adding that the regulator looks at product
line based on potential to cause consumer harm, the size of
the product market, the entity’s market share and risks that
are inherent in its operations and offerings. “We prioritize
relatively larger players with a more dominant presence
given their ability to impact more consumers than relatively
small players.”

US banks and thrifts that crossed $10B in assets since 2011
At Dec. 31, 2015

Company (top-level-ticker)

City, state

Hancock Holding Co. (HBHC)
Prosperity Bancshares Inc. (PB)
PacWest Bancorp (PACW)
Investors Bancorp Inc. (ISBC)
Texas Capital Bancshares Inc. (TCBI)
F.N.B. Corp. (FNB)
Sallie Mae Bank (SLM)
Western Alliance Bancorp. (WAL)
Stifel Financial Corp. (SF)
Apple Financial Holdings Inc.
Trustmark Corp. (TRMK)
United Bankshares Inc. (UBSI)
Central Banco. Inc. (CBCYB)
Old National Bancorp (ONB)
Bremer Financial Corp.
Comenity Bank (ADS)

Gulfport, MS
Houston, TX
Beverly Hills, CA
Short Hills, NJ
Dallas, TX
Pittsburgh, PA
Salt Lake City, UT
Phoenix, AZ
Saint Louis, MO
New York, NY
Jackson, MS
Charleston, WV
Jefferson City, MO
Evansville, IN
Saint Paul, MN
Wilmington, DE

Total
assets
($B)

Asset
growth
since
Q4'10 (%)

22.85
22.04
21.29
20.90
18.91
17.56
15.06
14.28
13.34
12.80
12.68
12.58
12.04
11.99
10.72
10.61

180.20
132.42
284.66
118.10
193.34
95.96
98.58
130.47
216.53
92.11
32.71
75.78
25.64
65.07
34.79
109.90

TCE/
LTM
TA ROAA
(%)
(%)
7.61
7.68
11.34
15.49
7.70
6.71
11.41
9.21
12.25
4.71
8.79
8.31
11.17
7.65
8.36
13.52

0.62
1.33
1.71
0.92
0.79
0.96
2.22
1.51
0.93
0.34
0.95
1.13
1.04
0.98
1.14
5.05

Data compiled April 8, 2016.
Analysis includes top-tier operating U.S. banks and thrifts that reported total assets greater than $10
billion as of Dec. 31, 2015, but had fewer than $10 billion in assets as of Dec. 31, 2010. When top-tier
institution regulatory data was not available, the banking subsidiary data was used.
Based on regulatory data as of Dec. 31, 2015.
TCE/TA = tangible common equity as a percentage of tangible assets
ROAA = return on average assets
LTM = last 12 months
Source: SNL Financial, an offering of S&P Global Market Intelligence

h t t p : / / w w w. s n l . c o m

One SNL Plaza, P.O. Box 2124, Charlottesville, VA 22902 Phone: 434.977.1600 News fax: 434.293.0407 www.spglobal.com/marketintelligence
© 2016, S&P Global Market Intelligence. All Rights Reserved. Proprietary and Confidential. Use limited and subject to S&P Global Market Intelligence license.

