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Equipment Finance Expertise that Adds Value

Western Alliance taps the resources of the capital markets to offer customized equipment financing solutions
for individual businesses, as well as for equipment manufacturers to meet the needs of their clients.
No matter your industry, count on us for exceptional customer service and smart financing options.

Brian Scott Jon L. Brown

Senior Vice President, Managing Director Vice President, Sales
bscott@westernalliancebank.com jbrownl@westernalliancebank.com
(602) 296-6649 (602) 389-3522

@ Western Alliance Bank, Member FDIC. Western Alliance ranks top ten on

westernalliancebank.com ‘
ween [NYSE|  Forbes' Best Banks in America list, four years in a row.

\\/ Top 10 — Forbes Best Banks




X8 LeasingSfinance

COVER STORY

= Contents

Innovating the OCTOBER 2019
Customer Experience

If you're not continually FEATURES
reinventing customer service,
you might already be behind 30 Reading the
Tea Leaves

The longest U.S.
growth streak holds
mixed messages
for ELFA

members

By Gwen Moran

Spotlight on '- '
~Healthcare '
~—~ : 'io‘!t'udy identifies key trends

in a rapidly changing sector /]
By Anneliese DeDiemar =
i

7 Annual Convention
Preview

EQUIPMENT LEASING & FINANCE MAGAZINE OCTOBER 2019 1




5

36

39

42

44

48

ADVERTISER'S INDEX

Contents

OCTOBER 2019

COLUMNS

From the President & CEO

Focus on the customer
By Ralph Petta

Leasing Law

Republic Airways: Crash landing
for SLV damages

By Stephen T. Whelan

Financial Watch
Considerations for implementing
current expected credit losses
By Kyle Elken and Charlie Shannon

Federal Insight
Section 1071 moves to the regulatory agenda
By Andy Fishburn

Around the States
Draft regulations
released for

SB 1235

By Scott Riehl

Executive
Perspective )
Leading with
knowledge

By Fred Clough

DEPARTMENTS
16 ELFA News

A roundup of association events,
resources and member news

20 Business Council Updates
5 minutes with the Service Provider Chair

22 Industry Dashboard
The latest ELFA and Foundation data

46 Foundation News
Begin your giving legacy
By Anneliese DeDiemar

www.GAIG.com/Equipmentinsurance

GreatAmerica Portfolio Services. ................... 19
www.greatamerica.com/portfolio

BankoftheWest ........ ... ... ... .. ... 6 Key Equipment Finance............................ 21
www.bankofthewest.com/commercial-banking www.keyequipmentfinance.com

BMOHarrisBank ................. 4 LTi Technology Solutions .......................... 15
www.bmoharris.com/equipmentfinance www.LTiSolutions.com

Capital One Commercial Banking............. Cover 3 OdEeSSa . .o oot Cover 4
capital.one/financialinstitutions www.odessainc.com

Great American Insurance Group . .. ............... 17 Western AllianceBank ........................ Cover 2

www.westernalliancebank.com

For more information about advertising in Equipment Leasing & Finance magazine, please contact
ELFA Advertising Representative Steve Wafalosky at stevew@larichadv.com or 440.247.1060.

2 OCTOBER 2019 EQUIPMENT LEASING & FINANCE MAGAZINE WWW.ELFAONLINE.ORG



http://www.bankofthewest.com
http://www.GreatAmericanInsuranceGroup.com
http://www.keyequipmentfinance.com
http://www.LTiSolutions.com

EQUIPMENT

easing&tinance

THE MAGAZINE FOR INDUSTRY EXECUTIVES

PUBLISHING DIRECTOR  Ralph Petta —
MANAGING EDITOR Amy Vogt — | FA
PRODUCTION DIRECTOR  Sandra Winkler —

. EQUIPMENT LEASING AND
DIGITAL PRODUCER  Shirley Bryant FINANCE ASSOCIATION
COPY EDITOR  Kelly Saxton

ART DIRECTION BonoTom Studio
www.bonotom.com

© Copyright 2019 by the Equipment Leasing and Finance
Association. Materials may not be reproduced without written

ADVERTISING  Steve Wafalosky permussion.
stevew@larichadv.com A subscription for members is free and for nonmembers and
440-247-1060 libraries is $200/year.
Equipment Leasing & Finance Magazine, Vol 35, No 5 Printing by Sheridan Printing Co, Hanover, NH

(ISSN# 008-058), is published bimonthly (Jan/Feb, Mar/Apr, May/
Jun, Jul/Aug/Sep, Oct, Nov/Dec) by the Equipment Leasing and
Finance Association, 1625 Eye St NW, Suite 850, Washington,

DC 20006. POSTMASTER: Send address changes to Equipment
Leasing & Finance Association, 1625 Eye Street NW, Suite 850,
Washington, DC 20006. Periodicals postage paid at Washington,

Access our digital edition at www.elfaonline.org/news/magazine

u www.twitter.com/ELFAonline

li www.facebook.com/ELFApage

DC, and at additional mailing offices. m linkedin.com/groups?gid=89692
Statements of fact and opinion are the responsibility of the authors
and do not imply an opinion on the part of the officers or members www.youtube.com/elfachannel

of ELFA. Contact us at EL&F@elfaonline.org.

% connect.elfaonline.org

Make a Lasting
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Guest Lecture Program
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Navigating
for today and
tomorrow.

We can help
with that.

Every purchase you make ties into a bigger plan. Whether
your equipment need is the result of expansion or part
of a regular replacement schedule, our experienced
equipment finance professionals are ready to provide
the strategic advice you need. At BMO Harris Commercial
Bank, we can help make your vision a reality.

®
133\% (0 Q We're here to help: bmoharris.com/equipmentfinance

Banking products and services subject to bank and credit approval. BMO Harris Commercial Bank is a trade name used by BMO Harris Bank N.A. Member FDIC



FROM THE PRESIDENT & CEQ By Ralph Petta

Focus on the Customer

The ELFA Board of
Directors established
the Technology
Innovation Work
Group to explore
various tech-related
initiatives and assess their impact on the broader
equipment finance industry. This group is charged with
monitoring and analyzing various digital strategies and
techniques—from blockchain to Al to machine learning
to autonomous devices—and communicating to ELFA
members how these initiatives can help their organi-
zations better serve their customers and bring about
operational efficiencies.

The Work Group is rolling out some exciting pro-
grams, including a new Technology Innovation
Leadership Series of one-day events for senior ELFA
members to go deep in conversation with industry
peers on specific tech innovation challenges. The first
event was held in August and focused on the customer
experience. Some 40 member executives convened
to exchange ideas and gain a new perspective on how
the industry is tackling this topic. Watch for upcoming
events at www.elfaonline.org/events.

We'll be exploring more tech innovation themes—
and a host of other hot topics—at the 58th ELFA
Annual Convention in \Washington, D.C. With the
convention only a few weeks away, many of you are
already reviewing the attendee list, planning your net-
working and business meetings and consulting the
agenda to decide which sessions to attend. Get an
overview of all the Convention activities on page 7.

Celebrating an Outstanding Volunteer
Speaking of innovation, we extend congratulations to
an extraordinary member who will be recognized at

WHAT DOES “CUSTOMER EXPERIENCE” MEAN TO YOU? Amid shifting cus-
tomer expectations and a rapidly changing technology landscape, what are you
doing to ensure that doing business with your firm is a positive experience? Ac-
cording to our cover story, addressing this issue is essential—and we can't start
soon enough. Get pointers from members of ELFA's new Technology Innovation
Work Group and others starting on page 24.

the ELFA Annual Convention. Lori Frasier will receive
the 2019 Michael J. Fleming Distinguished Service
Award. Lori has been the driving force behind the cre-
ation and growth of the ELFA Women's Council and
Women's Leadership Forum—see details on page 17.
We couldn’t be an effective organization without the
efforts of volunteer members like Lori.

Thank you as always for your continued support and
participation. =

RALPH PETTA is the President and CEO of the
Equipment Leasing and Finance Association.

We'll be exploring a
host of hot topics at the
58th ELFA Annual Convention
in Washington, D.C.
See page 7 for a preview.

WASHIN~TO*
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Why Attend?

If you're in the equipment finance industry, you can’t afford to miss the 58th ELFA Annual Convention. This
event is the largest and most important annual gathering of leaders in the $1 trillion equipment finance
industry, and this year we are taking this vital force in the economy to our
nation’s capital, Washington, DC!

Thevisionforthe future remains bright, with many equipment finance professionals
able to point to real opportunities in a variety of sectors. Come to the ELFA Annual
Convention to exchange ideas and share best practices for innovating, winning business
and leading in an age of rapid change. We'll also focus on how to prepare for the next
generation of equipment finance, from delivering value to customers, to leveraging new
technology, to entering new markets. This is the premiere venue to discuss the leading
trends, issues and solutions in the equipment finance industry.

When you attend 58th ELFA Annual Convention, you invest in the success of
your business, your staff, your industry and your career. You'll enjoy unparalleled
networking opportunities, high-quality educational sessions, a great lineup of keynote
speakers and a first-rate exhibit.

Check out the Convention website for the latest detailed information at

www.elfaonline.org/events/2019/AC/

Location

The 58th ELFA Annual Convention is being held at the Marriott
Marquis Washington, DC. Situated in the beating heart of the
nation’s capital, the Marriott Marquis Washington, DC is a new,
monumental, flagship hotel where business meets pleasure. Find
your passion amid celebrated attractions, including Penn Quarter,
Chinatown, the National Mall monuments, the Smithsonian
Museums and the Walter E. Washington Convention Center.

Become a sponsor!

The 58th ELFA Annual Convention provides unmatched opportunities to get noticed, especially through a variety of
sponsorship opportunities.

' To become a sponsor, contact Steve Wafalosky at stevew®@Iarichadv.com or 440-247-1060.

www.elfaonline.org/events/2019/AC/



SCHEDULE OF EVENTS

SUNDAY, OCTOBER 27
* - !I. T -

9:00 am — Noon
Jim McGrane Charity
Bike Ride and
Monument Tour S
(pre-registration required, = =~ = :
limited to 60 attendees)

10:15 am - 2:15 pm

Odyssey Brunch Cruise and Tour with Docent
(pre-registration required, limited to 150 attendees)
Donors are eligible for a free
or discounted pass.

10:00 am - 8:00 pm
Convention Registration

2:00 - 4:00 pm

Community Service Project-
Community Lodgings

(pre-registration required, limited to 100 attendees)

2:00 - 5:00 pm
Exhibitor Set Up

4:30 — 5:30 pm
New Members & Leadership Reception

5:00 - 6:00 pm
Women'’s Council Reception

6:00 - 8:30 pm
Welcome Reception
Exhibits Open

o oinmmnn | 1
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MONDAY, OCTOBER 28

7:00 am - 4:30 pm
Registration Open

7:00 am - 4:00 pm
Exhibits Open

7:00 - 8:15 am
Group Breakfast

8:30 - 10:00 am
General Session

MICHAEL BESCHLOSS

Nation’s Leading Presidential Historian and
Best-Selling Author

10:00 - Noon
Coffee Break in Exhibit area

10:30 - Noon

Concurrent Breakout Sessions

* Mindset Shift: Looking at Technology & Innovation
Through a New Lens
Sponsored By: ELFA TECHNOLOGY INNOVATION WORKGROUP

* Getting into the Weeds — Opportunities & Risks in
Cannabis Finance

* Hiring the Best.... Putting Your Gut to the Test
Sponsored By: ELFA WOMEN’S COUNCIL

+ Got lllicit Funds? Fraud in the e-World
11:00 am - 4:00 pm

Spouse/Companion Event

-

America’s First Home—Mount Vernon Tour
and Luncheon

www.elfaonline.org/events/2019/AC/



12:15 - 2:00 pm
Equipment Leasing & Finance Foundation
Luncheon

CELEBRATING
' @M EQUIPVENT LEASING & FINANCE

FOUNDATION

.' Your Eye on the Future
YEARS

: MARCI| ROSSELL
K ‘ Former CNBC Chief Economist and Co-Host
" of SOUAWK BOX

| 4

2:00 - 4:00 pm
Coffee Break in Exhibit area

2:30 - 4:00 pm

Concurrent Breakout Sessions

+ Merger-Up and Other Restructures: Lessons Learned
and Successful Outcomes

+ Diversity and Inclusion from the Inside Out:
A Conversation About Us
Sponsored By: ELFA DIVERSITY & INCLUSION COMMITTEE

* E-Docs: How to Stop Using Pens
* The Art & Science of the Customer Experience

4:30 - 5:30 pm
International Reception

Evening Free for Private Entertaining and Company-
Sponsored Receptions

TUESDAY, OCTOBER 29

7:00 am - 3:00 pm
Registration Open

7:00 am - 3:00 pm
Exhibits Open

7:00 - 8:15 am
Group Breakfast

8:30 — 10:30 am
General Session

JAKE TAPPER
Award-Winning Journalist; Anchor and Chief
Washington Correspondent, CNN

10:30 — Noon
Coffee Break in Exhibit area

11:00 am - 12:30 pm

Breakout Sessions

* Optimizing Managed Solutions and Other Vendor
Programs in Periods of Rapid Transformation

» Candid Conversations: Emerging Talent Success
Stories
Sponsored By: ELFA EMERGING TALENT ADVISORY COUNCIL

» Economic Waves: Preparing for What Comes Next

* Modernization & Innovation: Leading with Technology
Excellence
Sponsored By: ELFA OPERATIONS & TECHNOLOGY
EXCELLENCE AWARD

www.elfaonline.org/events/2019/AC/
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11:00 am - 4:00 pm
Spouse/Companion Event

5 ? % - £ P m-.l_
A Rare Glimpse—Private U.S. Capitol Tour

and Luncheon
12:45 - 2:30 pm
NEW! Community Luncheon for All Attendees

MARK SCHARENBROICH
Author of Nice Bike and Leadership Expert

2:30 - 3:00 pm
Coffee Break in Exhibit area

3:00 - 4:30 pm

Concurrent Breakout Sessions

* Today's Regulatory Environment — Are You in the
Know?

* From Tech Innovation to Competitive Advantage:
A Four Step Approach

+ Get Social: Leveraging Today’s Communication Tools
Sponsored By: ELFA COMMUNICATIONS COMMITTEE

+ Sustainability in the Energy & Technology Space

6:30 - 9:30 pm

Closing Reception & Dinner at the Smithsonian
National Museum of American History
Registered attendees only.

IMPORTANT DEADLINE DATE
Friday, October 11, 2019

Deadline for online registrations. After this date
registrations can be made on-site.
Please note: There are no refunds of
registration fees after this date.

Exhibit Hours

Sunday, October 27
6:00 p.m. - 8:30 p.m.

Monday, October 28
7:00 a.m. - 4:00 p.m.

Tuesday, October 29
7:00 a.m. - 3:00 p.m.

www.elfaonline.org/events/2019/AC/




WASHINGTON, DC

KEYNOTE SPEAKERS
IR W MICHAEL BESCHLOSS

Nation’s Leading Presidential
Historian and Best-Selling Author
The widely praised author of
nine books, Michael Beschloss
has been called “the nation’s
leading Presidential historian”
by Newsweek. He uses history
to help us understand our own
time and find perspective and
nuance in current events. He also has the largest Twitter
following of any historian on earth, and he appears on
TIME's list of the world’s top Twitter feeds. He speaks
with eloquence about not only the presidency, but
about the men who sat in the Oval Office in times of
tumult and change. His history lessons come alive with
humanity and enthusiasm, and his lectures are riveting
windows into the mind of the most powerful official

in the world. By looking at presidents past, Beschloss
helps predict the future of presidential politics and
the impact of elections. In presentations filled with
anecdotes, humor and stories almost too good to be
true, Beschloss gives context to the crucial events of
our time. Trained at the Harvard Business School in
leadership studies, he offers a look at the leadership
that has affected the course of our nation, describing
the leadership skills essential to almost every kind of
success.

MARCI ROSSELL

Former CNBC Chief Economist and
Co-Host of SQUAWK BOX

Marci Rossell electrifies
audiences nationwide, speaking
on the nexus of economics,
politics, culture and the media.
Her animated style was honed
when she served as the popular,
lively Chief Economist for CNBC
in the months immediately following September 11th.
She takes complex economic issues, often dull in

the buttoned-down business press, and makes them
relevant to people’s lives, families and careers. Prior to
her career in broadcast journalism, Rossell served as
Corporate Economist and Investment Spokesperson for
OppenheimerFunds, one of the nation’s largest mutual
fund companies. Before moving to Wall Street, she was
an expert witness for Deloitte and Touche in court cases
involving economic issues. She began her career as an
economist with the Federal Reserve Bank of Dallas.

www.elfaonline.org/events/2019/AC/
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MARK SCHARENBROICH

Author of Nice Bike and Leadership
Expert

Mark Scharenbroich’s comedy
path started when he founded
a comedy troupe called Mom’s
Apple Pie that performed at
high schools and colleges. When
the group disbanded he went
solo, combining his comedy with leadership training
and messages about making connections. He and his
wife, Susan, founded Scharenbroich and Associates,

a motivational speaking and leadership training video
production company. Mark quickly became known as a
leading connections expert in developing leaders and
transforming the culture of an organization. He is an
award-winning keynote speaker, winner of an Emmy
Award as writer/producer for an ABC TV special, and
recipient of several international film awards. He is the
author of the award-winning book Nice Bike: Making
Meaningful Connections on the Road of Life.

JAKE TAPPER

Award-Winning Journalist;

Anchor and Chief Washington
Correspondent, CNN

Jake Tapper is a hugely
influential and award-winning
American journalist who
currently serves as Chief
Washington Correspondent

for CNN and the anchor of the
network’s weekday television news show “The Lead
with Jake Tapper” and Sunday morning affairs program
“State of the Union.” Tapper has been recognized for
being a fair and balanced commentator and critic
whose unbiased reporting makes him—as media power
rankings site Mediate put it—an “equal opportunity
skeptic—confronting Democratic politicians just as
toughly as he would Republican ones.” According to
The New York Times, Tapper’s “The Lead” proved that
“it's possible to create an afternoon news show that is
intelligent, non-ideological and not horribly boring.” He
comments on daily news, elections and popular culture
items and brings an unabashedly honest, smart and
to-the-point reporting style to presentations and panels
that breaks down tough issues. Likeable, consistent and
up-to-the-minute, Tapper’s no-spin commentary makes
you think while keeping you entertained.

TEasEaEEere



SPOUSE/COMPANION PROGRAM

WASHINGTON, DC is a fun

destination and ELFA has planned
some terrific activities for spouses
and companions. We encourage you
to bring your family this year.

A spouse or companion attending any portion
of the convention or social function must be
registered and pay the appropriate spouse/
companion fee. If he or she is employed in the
equipment finance industry, the full member
attendee registration fee is due.

For your enjoyment during the ELFA Annual
Convention, we are offering different packages for
spouse/companion attendees. Choose the package
that fits into your plans.

Package #1

Full Spouse/Companion Convention

Registration

Spouses and companions who register for the full
convention package are entitled to attend all social
activities, including the Sunday Welcome Reception,
the Tuesday night Closing Party, special spouse and
companion activities on Monday and Tuesday, and
breakfast each morning.

Package #2
Evening Events Only
This package includes the Sunday Welcome

Reception and the Tuesday Night Closing Party only.

Package #3

Spouse/Companion Day Activities Only

This package includes the special events planned
specifically for spouses and companions on Monday
and Tuesday. Descriptions of each of these special
events follow.

America’s First Home-
% Mount Vernon Tour

“*1 and Luncheon

Monday, October 28
11:00 a.m. - 4:00 p.m.

Attendees will take a private tour of Mount Vernon Estate,
home of the first U.S. President George Washington.
Situated on a grassy, shaded slope overlooking the Potomac
River, Mount Vernon is a place all Americans should visit in
their lifetime. The estate, gardens and farm totaled some
8,000 acres in the 18th century, and today 500 acres of
this historic property have been painstakingly preserved
along the banks of the Potomac River. Within its boundaries
are an exceptional collection of historical treasures, stories
and exhibits that are not to be missed. Luncheon will be
served on property at Mount Vernon.

A Rare Glimpse—Private
U.S. Capitol Tour and
Luncheon

Tuesday, October 29

11:00 a.m. — 4:00 p.m.

On this city’'s most prominent hill lies Washington'’s revered
institution, the U.S. Capitol. You will be offered a rare
glimpse of the Capitol on a private tour. Your tour will take
you through this magnificent building where the laws of the
land are still being created in its chambers.

Escorted by a former member of Congress along with
professional U.S. Capitol Historic Society docents, you will
visit the Rotunda, where heads of state and our country’s
honored have laid in repose, and Statuary Hall, where
Congress was originally held and where traditionally the
Presidential Inaugural Luncheon is hosted. If Congress is not
in session, you will be invited by the Sergeant of Arms in
the House of Representatives or Senate chambers to stand
on the floor where your representatives’ votes are cast. If
you've ever watched C-Span, you'll be impressed by the
stateliness of these rooms in person. Exploring the many
nooks and crannies located in the Capitol, you will be privy
to the anecdotes and fables from the past as shared by
your escorts. Luncheon will be served at a nearby Capitol
Hill restaurant.

On the registration form, select the package or packages that best fit your plans, and

include the appropriate fees with your convention registration.

www.elfaonline.org/events/2019/AC/
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...10 All Our Convention Sponsors (as of September 1, 2019)
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Thank You To All Our Exhibitors! (as of september 1, 2019)

Alfa Financial Software Inc DAT FleetEvaluator NETSOL Technologies Americas, Inc.
American Lease Insurance Dominion Leasing Software LLC Garnet Capital Advisors, LLC Odessa

Biglron Auctions ECS Financial Services, Inc. Great American Insurance Orion First Financial, LLC

Bluechip Asset Management LLC EDA by Randall-Reilly IDS PayNet, Inc.

Cloud Lending, a Q2 Company Equipment Leasing and Finance Ivory Consulting Corporation Sopra Banking Software

CODIX Association JDR Solutions, Inc. Specialty Equipment Insurance
Constellation Financing Systems Equipment Leasing & Finance LeasePAC Services

Copernicus-USA, LLC Foundation Linedata Lending and Leasing Wolters Kluwer

Cortera Fifth Third Bank LTi Technology Solutions

CSC FIS Monitor / monitordaily.com

To become a sponsor for either the convention or the community service projects, contact Steve Wafalosky at stevew@Ilarichadv.com or (440) 247-1060.
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the equipment finance industry.
LTi’s ASPIRE platform is the preferred "\
solution for over 240 customers worldwide.
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Now Available: New Interactive
SEFA Dashboard

THE INTERACTIVE SEFA DASHBOARD has been updated for 2019 and is full of cutting-edge industry data.

This free tool—which is only available to ELFA members—allows you to quickly and easily connect

to a decade of critical statistics from the Survey of

Equipment Finance Activity. In just a few clicks, you

can segment the data by year, type of organization,

market segment, size of organization and business

model. It's easy to select categories, add filters and

drill down into specific information.

m Benchmark your company against others in the
industry.

= Find your own insights and identify trends.

m Uncover new business opportunities and more.

Visit the Dashboard at www.elfaonline.org/

InteractiveSEFA.

Tech Innovation Winners Announced

AT THE OPERATIONS & TECHNOLOGY CONFERENCE in Chicago in September, the 2019 Operations and
Technology Excellence Award was presented to two member companies. Cisco Systems Capital Corporation
was recognized for Project Excellence and John Deere Financial was recognized for Excellence in Innovation

m Cisco Systems Capital Corporation was recognized for designing and implementing

a single credit platform that enables sales. The company retired its former credit
systems and replaced them with a consolidated platform to drive continued
innovation and maintain best-of-breed credit practices. The new system accelerates
credit decisioning, serves as a sole credit portal and upholds credit policy. The result
is improved work flow, a simplified and more efficient credit approval process and
reduced operating expenses.

m John Deere Financial was recognized for developing an automated equipment
inventory system. Using telematics technology, the new system enables the geo-
location of equipment to verify its presence at dealerships. The new system,
currently in trial stages, connects data from disparate platforms and offers a
simple dashboard that makes it easy to verify the presence of hundreds of high-
value assets at dealerships at any given time and identify inventory discrepancies.
Moving from manual inventory inspection to automated inspection has the potential to
streamline the inventory inspection process, increasing efficiencies and reducing costs.

Jennifer Martin, VP, Leasing and Vendor Program Support at Key Equipment Finance
and Subcommittee Chair for the award, noted that a record number of submissions
were received this year. Learn more at www.elfaonline.org/about/awards/OTE.

16 OCTOBER 2019 EQUIPMENT LEASING & FINANCE MAGAZINE WWW.ELFAONLINE.ORG



Frasier to Receive Distinguished Service Award

ELFA HAS SELECTED LORI FRASIER
to receive the 2019 Michael J. Fleming
Distinguished Service
Award. The award honors
individuals who have made
significant contributions
to the association and the
equipment finance industry.
Frasier will be formally rec-
ognized during a ceremony
at the 58th ELFA Annual
Convention in Washington,
D.C., in October.

Frasier is recognized as
the driving force behind the creation and
growth of the ELFA Women's Council.

Under Frasier’s leadership, the Council
has developed a number of successful
initiatives to increase
the engagement of
women across the
association.

The Council
launched the ELFA
Women'’s Leadership
Forum, a popular annual
event focused on lead-
ership development for
women at all stages of
an equipment finance
career. At the ELFA Annual Convention,
the Council has presented well-received

breakout sessions on gender-balanced
leadership and expanded participation
in the Women's Council Reception. In
addition, the Council launched the ELFA
Women4Inclusion LinkedIn group, an
online network that brings industry
professionals together in support of gen-
der-balanced leadership and inclusion.
The mission of the ELFA Women's
Council is to lead the evolution of ELFA
into a more accessible, inclusive organ-
ization that reflects the diversity of
the membership and the markets they
serve. The Council is committed to pro-
viding more access and inclusiveness to
women at all stages in their equipment
finance careers by focusing on aware-
ness, advocacy and action.

Dues Renewal
Season Is Around
the Corner!

KEY DATES
TO REMEMBER....

NOV. 1, 2019—
2020 dues invoices mailed to
Key Contacts

DEC. 31, 2019—
Deadline to pay 2020 dues

THROUGHOUT 2020—
Take advantage of ELFA's
many benefits!

SHUTTERSTOCK/ OAKOZHAN

DONE.

NEXT!

Fast and easy equipment coverage.

GAIG.com/SpecialtyEquipment

Policies are underwritten by Great American Insurance Company,

GREATAMERICAN
INSURANCE GROUP

Great American Assurance Company, and Great American Spirit

Insurance Company, authorized insurers in all 50 states and DC.
© 2019 Great American Insurance Company. 301 E. Fourth St.,

Cincinnati, OH 45202. All rights reserved.

Visit with us at Booth #2 at
the ELFA Annual Convention
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Membership
Minute

Tweet your excitement about the 2019 ELFA Annual
Convention! Engage with industry professionals

and send one or more tweets using the hashtag
#ELFAConvention between Sept. 1 and Oct. 30, and you
will be entered into a drawing to win a sought-after
ELFA mug and a $25 Amazon gift card. Learn more

and see sample tweets at https://apps.elfaonline.org/
events/2019/ac/socmed.cfm. Contact Amy Vogt at
avogt@elfaonline.org with questions.

Looking forward to
an awesome #ELFAConvention—
reconnecting with old friends and
making new connections!

Tweet Hashtag
#ELFAConvention

Looking forward to
participating in the community
service project benefitting
Community Lodgings
#ELFAConvention

2019 Principles Workshops
Finish Strong

THE LAST of the 2019 Principles of Leasing and Finance
Workshops was held Sept. 10-12, hosted by Stonebriar
Commercial Finance in Plano, Texas. More than 20 attendees
learned the benefits of equipment finance, the types of lease
and finance transactions, fraud detection and prevention, and an
overview of lease accounting. The next workshop will be held in
Chicago in April 2020. Keep an eye out for more information. For
questions, contact Alexa Carnibella at acarnibella@elfaonline.org

Have You Visited the
ELFA Career Center Lately?
Save 15%

IF YOU'RE A JOB SEEKER, visit the ELFA Career Center
today to search and apply for jobs in your field and
enjoy free and confidential resume posting.

If you're an employer, this is a great time to post
your employment openings.

Save 15% when you post a 30- or 60-day posting
using code Fall2019.

Learn more at careers.elfaonline.org.

Career Resources
for Emerging
Talent
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EQUIPMENT FINANCE IN THE

(odo) ._SI'RUCTION INDUS‘I‘RY

__| Construction equipment represents 13.9% of equipment
financing new business volume in the United States.

Sowce: 2018 Survey of Equipment Finance Activity.

Leam how the equipmant finance industry equips your business for success at
winw.EquipmentFinance Advantage.org/ Abt/ facts.ctm

I 1 o e Tochrogy S - 2456 Fact Sheets Highlight
B Tooeosion-20% Vertical Markets

I Construction - ragee EVER WONDER HOW PREVALENT
equipment financing is in a particular
industry? As part of ELFA’s campaign
to promote equipment finance, the
association has released a series of
fact sheets that reveal equipment

finance statistics and facts for

10 industries. View more on the

association’s end-user website,

E L F A www.equipmentfinanceadvantage.org/
Abt/facts.ctm.

E:GreatAmerica

_PORTFOLIO SERVICES
HARD WORK ¢ INTEGRITY ¢ EXCELLENCE

TAKING OUR CLIENTS
TO NEW HEIGHTS

- %‘ d Partv and Backu Lsz/icinM-
d

--"-"h- -Cée trl m
ite Label Contract Service Provider
-‘ A Proven and Secure Platform

~ —  877.762.3808

www.greatamerica.com/portfolio

HELPING YOU GET THERE. GREATAMERICA.

WWW.ELFAONLINE.ORG EQUIPMENT LEASING & FINANCE MAGAZINE OCTOBER 2019 19



BUSINESS COUNCIL UPDATES

5 Minutes with the

Service Provider Chair

DEBBIE DEVASSY BABU
Chair, Service Providers BCSC

WHAT'S HAPPENING in the service provider sector of the equipment
finance space? Equipment Leasing & Finance magazine recently talked to
Debbie Devassy Babu, Chair of the Service Providers Business Council
Steering Committee (BCSC), to take the pulse of this sector. Deb,
Shareholder at Askounis & Darcy PC, is currently serving her first year as
Chair of the Committee, which is composed of a diverse mix of industry
specialists who provide a variety of services to the members of the other
four Business Councils.

From your perspective, what hot topics is the service
provider sector focused on this year?

The Service Providers BCSC has focused on ELFA membership
recruitment for new companies, and I'm pleased to report that we
successfully recruited a number of new members. \We also assisted

ELFA in its advocacy efforts by participating in Capitol Connections in
Washington, D.C., in May. Through the Guest Lecture Program, the Service
Providers BCSC continues to promote the equipment leasing and finance
business to younger folks who may be unaware of our industry. Finally,
we're planning a regional networking event for the Summer of 2020.

How did you get involved with the BCSC? Would you recommend it to others?

| became a member of the Service Providers BCSC in 2015, after other members of my law firm served on

the Committee and told me how much they enjoyed the experience. | would highly recommend the Service
Providers BCSC to others—it's a great way to contribute to ELFA and also have your voice be heard in the
industry. Serving on the Committee also has provided me a unigue opportunity to meet and work closely with a
variety of different service providers who support the industry.

What is the last book you read?

Taking care of my little kids doesn’t allow me a lot of time for personal reading, but I've just picked up Sharp
Objects by Gillian Flynn. Fingers crossed that | can actually finish it! =
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Don't miss the community luncheon at the

ELFA Annual Convention on Tuesday, Oct. 29. This will be a About the BCSCs

chance to celebrate the work of the Business Councils.
Learn more at www.elfaonline.org/events/2019/AC/.

The BCSCs represent ELFA's five key

business segments: Captive and Vendor Finance,
Financial Institutions, Independent Middle Market,
Service Providers and Small Ticket. Learn more at

www.elfaonline.org/BCSCs. Interested in joining?

Contact Ed Rosen at erosen@elfaonline.org.
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Longstanding

leadership

For over four decades, manufacturers, resellers,
corporations and government entities have turned to Key
for proven solutions to finance their equipment. Our model
for success is simple ... we deliver what they need to
succeed:

Innovative strategies that reflect current trends
Long-term growth and profitability planning
Nimble service and execution at every turn
Steadfast commitment in all economic climates

For more information about our industry
expertise and customer knowledge, visit

Key Equipment
Finance




=LFA INDUSTRY D

Yield, Spread, Cost of Funds

OVERALL
Cost of Funds Pre-Tax Spread 5.28%
4.65%
4.35% %  429% .  emmsecmmmmae -
_____________ 4.26% 4.29% 4.17%
3.04%
2.13%
. 1.63% 1.61%
1.35% 1.46%
2013 2014 2015 2016 2017 2018

Dashed black line above bars represents the Pre-Tax Yield

What drives incentives?

The top metrics used to determine incentives for executive -

® Development of Market & Client: 55%
® Portfolio Growth: 53%
® Revenues: 44%

leaders at equipment finance companies with annual

volume (new origination) under $250 million are:

® Profitability: 89% -
® Managerial Effectiveness: 67% 2 :

® Professional & Staff Development: 55%

Learn more in the newly
released Small & Medium
Enterprise Compensation
Survey at www.elfaonline.org/
data/market-trends.
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Margin
compression
is reall

According to the SEFA
Interactive Dashboard,
pre-tax spreads
continue to decline.
Check out the

free dashboard at
www.elfaonline.org/
interactivesefa


http://www.elfaonline.org/data/market-trends
http://www.elfaonline.org/data/market-trends
http://www.elfaonline.org/interactivesefa
http://www.elfaonline.org/interactivesefa

CELEBRATING

- EQUIPMENT LEASING & FINANCE
“ FOUNDATION
-' Your Eye on the Future
YEARS

S6 trillion

Healthcare spending will reach this amount by 2027,
growing faster than GDP, according to estimates
from the Centers for Medicare & Medicaid Services.

Source: Vertical Market Outlook Series: Healthcare,
http://bit.ly/ELFFHealthcare

o That's the jump expected in the number of industrial robots sold in the United States
; O o /o in less than a decade, according to the recent article in the Journal of Equipment

Lease Financing, “Financing Robotics: Scoping the Opportunity.”
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If you're not continually
reinventing customer service,
you might already be
behind




“Nevig

Innovating the Customer Experience

BY SUSAN L. HODGES

IFYOU COULD LOOK TO A SINGLE SOURCE to monitor new technologies, determine which
are most relevant to your business and then provide opportunities to learn about them
and discuss application, you'd be ecstatic, wouldn't you?

Well start grinning, because ELFA's new Technology Innovation Work Group is
designed to do just that. Members have already put together a one-day forum for
senior executives of ELFA companies, and more opportunities
to engage are in the works.

Expanding the View
Deb Reuben, President of Reuben Creative, LLC, and Chair of the Work
Group, talks about the group’s mission: “Often leaders are so committed to
the day-to-day running of their companies that they have little time to think
about what's happening outside their walls. We're creating a window for
them to look outside and acquire information that helps them make better
decisions. By monitoring technology trends inside and outside the equipment
finance industry, we're creating opportunities
for leaders to come together, learn from each
other and contemplate what these trends
mean for our companies and for our future.” leaders to
Tawnya Stone, Vice President of
Strategic Technology at GreatAmerica

We're creating opportunities for

Come together, learn from
; ea
contemplate what et

[technology] trends mean for oyr
Financial Services and a member of the Companies and for oyr future.”

Work Group, embraces the concept
because she thinks the industry’s per-
ception of the customer experience is
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outdated. “Many of us still believe business buyers
are not as demanding as consumer buyers,” she says.
“But research shows that the opposite is true, that
B2B customers actually have higher expectations than
B2C customers.”

Moreover, says Stone, when customers were asked
if they would switch companies to obtain a better ser-
vice experience, most said yes. “People in our industry
don't realize this,” she says. “A lot of us think B2B
customers are more sensitive to price than service,

amine it and then
o that

but research conducted by Salesforce shows that 74%
of business buyers would pay more for a great experi-
ence. So it's not about cost, it's about providing value.”

Retail's Influence

Candace Reinhart, Senior Vice President, Operations
& Syndications, at CoreTech Leasing, Inc., says the
overall consumer experience has changed so much in
the last five years that it's not surprising greater expec-
tations are spilling over to the business arena. “What

New Tech Resources

TECHNOLOGY INNOVATION LEADERSHIP SERIES:
ELFA has launched a series of one-day events for sen-
ior ELFA members to go deep in conversation with
industry peers in specific technology innovation chal-
lenges. The first event was held in August and focused
on the customer experience. Watch for upcoming
events at www.elfaonline.org/events.
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GOING DIGITAL: This study, coming soon from the
Equipment Leasing & Finance Foundation, will exam-
ine the current state and future trends of digital bank-
ing in the equipment finance industry. Learn more at
www. LeaseFoundation.org.




we're seeing now at CoreTech Leasing is customers
wanting to treat each asset individually,” she says as
an example. "Historically, a lease is all or nothing—you
either lease the equipment and turn it all in, or pur-
chase all of it—and there are good reasons for this: you
don't want customers to cherry-pick. But you can now
buy an entire wardrobe of clothing from Amazon take
seven days to examine it, and then send any or all of
it back. So why wouldn't | want to do that
with the laptops | buy for my firm or the
trucks | buy for my fleet?”

Reinhart believes equipment
finance leaders no longer have
the luxury of continuing to do
something a certain way because
they always have. “Companies
successful in becoming digitally
aware have taken those words
out of their vocabularies,” she says.
“They now ask what they can do dif-
ferently. The thing in question may not be
broken; it's just no longer effective. We have
to be nimble—willing to change and ready to
accept the new.”

Farewell to the Familiar
TCF Capital Solutions began doing exactly that
two years ago. “We had a set of monolithic
platforms that limited our ability to configure around
them and required us to engage vendors for any
new development,” says Matt Dorison, Senior Vice
President, Technology. With little control over the
software, end product or delivery times, the com-
pany couldn't quickly respond to changing customer
expectations. “And knowing what we did about evolv-
ing expectations, we thought our ability to interact with
customers would become a differentiator,” he says.
“Assuming disruption is coming to us, we need to
build out capabilities that are more flexible and reusa-
ble—a departure from monolithic platforms and ven-
dor-provided solutions.”

To innovate, the company brought in Java engi-
neers and switched to an Agile approach to build
new platforms, create new capabilities and automate
more functionality and monitoring. “We also looked at
other teams in the bank doing open-source develop-
ment and leveraged the same technology they were
using,” Dorison says, adding, “We knew we had to
change our world.”

TCF Capital Solutions will continue to work on
these initiatives as long as they deliver value. "But now
we're doing our own development and can change
much faster to meet customer expectations, whatever
they may be,” Dorison says. And every employee
is accountable—not just IT. But since each function
and area can have a different idea of what constitutes
a customer, internal or external, the company now
has a Director of Customer Experience
who's responsible for the overall cus-
tomer experience, and a Product
Manager responsible for the dig-
ital customer experience.

As long as one-on-one
relationships with customers
are important, the company
will also continue providing a
team of experts in the field,

including sales representatives

“Assuming disruption is coming to us,
we need to build out Capabilities that are more flexible and
reusable—a departure from monolithic platforms
and vendor-provided solutions.”

Matt Dorison, TCF Capital Solutions

and regional vice presidents. “But if in the future peo-
ple can be anywhere at all and create the lease they
need, our world will change again,” says Dorison. “And
companies that think their customer experience is just
fine may be unable to compete.”

Weighing Relevance
Perhaps. But Charles Anderson, CEO of the transaction
platform Currency and a member of ELFA's Technology
Innovation Work Group, says customer experience
innovation is not for everyone. “Banks almost don't
have the luxury to think about it because regulators
require them to be compliant, and customer experience
and compliance rarely mesh,” he says. Consequently,
Anderson believes every equipment finance company
must determine whether innovating the customer expe-
rience is relevant to its situation and goals.

Besides, the profitability-as-first-priority principle is
ingrained in many leaders and tough to override. “In the
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“Awareness of the customer experience should be
baked into everything we do.”

'80s and '90s, business schools taught that the objective
was to maximize profit in every transaction. | think that's
how most companies still operate,” says Anderson.
After all, he posits, “If something is working and generat-
ing profit, would you be willing to optimize for customer
experience at the cost of your job? Until your answer is
yes, you're not going to do it—and why would you? It's a
huge risk, and leaders at some organizations will tell you
they're not even empowered to think about this.”

But where there's a will there's very often a way,
with technology serving as the front or back door. “We
can't escape technology today; it's how we get things
done,” says Reuben. “But innovating the customer
experience is not about going out and buying software
as much as it is about preparing your organization for a
radically different way of operating. We need to under-
stand our customers now—what are they trying to get
done, what does that mean to us, and how might we as
a company change our processes and digital capabilities
so we can meet those needs and solve customer prob-
lems in a better way? This is all about helping customers
achieve their goals.”

Stone agrees and says the first steps to innovat-
ing “CX," or Customer Experience, are like those in
addiction-recovery programs: becoming aware and

admitting you have a problem. “Awareness of the
customer experience should be baked into everything
we do,” she says. “Every group in the company should
know its customer, the customer’s needs and their
expectations. Then they have to talk with the customer
to find ways to meet those needs as well as their own,
because good partnerships are mutually beneficial.”
An example: GreatAmerica Financial Services col-
lects payments for its customers, who are vendors,
dealers and manufacturers, and then posts the pay-
ments back into customers’ accounting systems. “It's
easy for us to do and saves customers from having
to send out their own invoices,” says Stone. “We've
been doing it for several years now and our customers
love it."

"It Happened to Us”

Stories like the one from Stone excite members of the
Technology Innovation Work Group and exemplify the
sharing that goes on at Group gatherings. “Agile think-
ing and processes are moving companies toward more
communication,” says Reinhart. “We're talking more
to the customer and learning more

about what they want, what
they need or the pain they
feel. Then we're taking
that dialogue and putting
it into internal action. In
addition, we're moving
the dialogue to the
industry level through

“A new school of thought says that

if you optimize for the custome
profit per transaction, you'llend up g
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ELFA's new Work Group. The timing of this technology
innovation initiative couldn’t be better.”

Not only do customer and company stories illustrate
what's possible in CX; Anderson says they can also
shed light on the evolutionary shift occurring in busi-
ness models used by cutting-edge companies. “A new
school of thought says that if you optimize for the cus-
tomer experience rather than for profit per transaction,
you'll end up generating more profit overall at a critical
scale, but probably less per transaction,” he explains.

Leaders at Currency adopted this thinking two
years ago to maximize and optimize for the customer
experience. “We knowingly wanted to make less
revenue per transaction with the goal of optimizing
the customer experience and reaching critical mass,”
Anderson says. “We defined success as building a
business essential for our market, our customers and
our partners. Working backward from that goal, we
identified our core purpose as unlocking opportunity
for our customers, partners and employees. Doing this
would result in building a critical operation that could
do business at a scale that would unlock greater oppor-
tunity for all parties.”

Translation: If customers weren't willing to take
advantage of the opportunity and pay enough for
Currency’s services, it would mean the company
hadn't done a good job of creating value. Viewing
the situation this way forced company leaders to ask
if they'd done enough to motivate Currency’s 200
employees to continually maximize the customer expe-
rience. The answer was painful. “First, | took a deep
breath,” says Anderson. “Then | had lots of conver-
sations, and there was quite a bit of turnover. A lot of
people wanted to maximize profit per transaction.”

Anderson reframed the conversation, talked to
employees again and gave them time to think about
the new model and ask questions. He then established
incentives, along with authority and responsibility, for
each employee to create value for the customer.

Today, 100% of Currency’s business is recurring
and integrated revenue. Turnover is near zero, cus-
tomer ratings are stellar and revenues are up 47% year
over year. “It's great,” says Anderson. “l know it's a
scary way to approach the market, because you don't
know what will happen. But | believe doing business
this way is more fulfilling and rewarding, and more
profitable for everyone involved.”

He admits the process will never be finished.
“Customer expectations are always rising, so you must

constantly stay out in front of what your customers
desire and expect,” he says. Do customers really know
what they want? Anderson doesn't think so. “If you're
hungry, you might desire not to be hungry, but you
might want a hamburger instead of a salad,” he says.
“We must always work backward from what they
desire to what they actually need.”

Anderson and others innovating the customer expe-
rience say there's no single correct way to do it. “This
is a realm where no one knows everything,” says
Reuben. “But being together creates opportunities
for sharing ideas and best practices, and there's an
increased desire to do that. There's a growing desire
for a more interactive way of learning and getting your
head around these topics, and that's what we're work-
ing to provide.”

True, not every company can opt for innovation.

As Anderson says, “It's a luxury, and sometimes you
can't have it.” But to equipment finance companies
able to innovate the customer experience but not yet
motivated to do so, Reinhart says this: “If you think
your customer experience is fine the way it is, you're
going to get passed by. Ask yourself if ‘just fine' is
good enough for you, personally. Do you pick a res-
taurant that's rated ‘Fine’ on Yelp? If you're like me
when looking to engage a service, you pick one that's
extraordinary. Organizations that are extraordinary
empower every employee at every level to engage
with the customer and feel comfortable and confident
that they can make the customer experience even bet-
ter. That's what we're talking about. That's what we're
trying to do.” =

SUSAN HODGES writes about equipment finance and
other business topics from her office in Wilmette, Ill.

Don't miss the session “Mindset Shift: Looking at Technology &
Innovation Through a New Lens,” sponsored by the
ELFA Technology Innovation Workgroup at the
2019 ELFA Annual Convention. Learn more at
www.elfaonline.org/events/2019/AC/.
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Reading the

lTea Leaves

The longest U.S. growth streak
holds mixed messages for ELFA members

By Gwen Moran

IF EVER there was a Teflon economy, the current cycle has certainly exemplified it
until now. In July 2019, the National Bureau of Economic Research reported that the latest
economic expansion, which began in June 2009, is the longest in U.S. history, breaking
the previous 120-month record, which ran from March 1991 to March 2001. The prevailing
attitude among ELFA members is still optimism—but coupled with a wary eye toward the
horizon and the mixed indicators that keep appearing.

“There's still demand out there,” says Kirk Phillips, Chair of the Financial Institutions
Business Council Steering Committee and President & CEO of Wintrust Commmercial Finance
in Frisco, Texas. “And there are some clouds on the horizon that are giving people pause.”

Those mixed feelings were reflected in the association’s quarterly Beige Book, which com-
piles survey data from four of ELFA's Business
Council Steering Committees (BCSCs)—cap-
tive and vendor finance firms, financial institu-
tions, independent middle market companies
and small ticket firms. Growth was a con-
sistent theme in each sector, but a variety of
macroeconomic and domestic concerns have
members actively monitoring their business
levels, delinquencies and the financial news to
try to keep ahead of an economic cycle that
isn't acting in typical fashion.

Each of the four BCSC Chairs reviewed the Kirk Phillips, Chair,

latest Beige Book data from the second quarter of 2019. They shared Financial Institutions
BCSC

“How U.S. trade
policy shakes
out with our
trading partners,
predominantly
China, is having
a huge impact
on our clients
and what
businesses are
doing.”

feedback from their sectors, as well as their own insights, about current
business conditions and market factors that are affecting ELFA members.
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Don’'t miss the latest data:

Low-Cost Money and m ELFA’'s Monthly Leasing & Finance Index

Steady Demand Keep Growth Going
While the majority of respondents in each sector
saw spreads tighten or stay the same, there were
pockets that reported seeing spreads widen, including
36% of Captive & Vendor Finance BCSC members and
29% of Financial Institution BCSC members. While that
seems like a bright spot, it's likely because of the afforda-
ble cost of money right now, says Brian Eschmann, Chair
of the Independent Middle Market BCSC and President
of Trans Lease, Inc. in Denver, Colorado.

and Quarterly Beige Book at www.elfaonline.
org/data/MLFI

m The Foundation's monthly Momentum
Monitor, Monthly Confidence Index and
quarterly Economic Outlook Report at
www.LeaseFoundation.org

Trade issues are also a concern for members in the
financial institutions sector. “How U.S. trade policy
shakes out with our trading partners, predominantly
China, is having a huge impact on our clients and
what businesses are doing,” Phillips says. “If that's
not resolved thoughtfully and soon, then that could be
one of those things that certainly tips our economy
into a negative trend.”

Eschmann points to laments from trucking com-
panies that have voiced concerns about softness and
dropping rates. “With order boards out so far on Class
8 trucks, it doesn't take a lot for those things to reverse
in a hurry. The large fleets start canceling orders and it

“The recent drop in interest
rates may have contributed
to the ability of some lenders
to widen spreads as their
cost of funds have dropped
more quickly than the
marketplace’s expectation
for lower rates.”

Brian Eschmann, Chair,
Independent Middle Market BCSC

“The recent drop in interest rates may have contrib- ripples down. Anything that would reduce overall con-
uted to the ability of some lenders to widen spreads as sumer demand would likely have a profound effect on
their cost of funds have dropped more quickly than the most transportation-related segments,” he says.
marketplace’s expectation for lower rates,” he says. If this And while most sectors don't seem concerned
is correct, improvements in spreads may be temporary. about changes to accounting standards and their

But robust competition and steady demand is impact on customers, Stangl cautions that members
still keeping most members’ spreads compressed. must be prepared. “New lease accounting standards
Just 13% of Small Ticket BCSC members and 23% will bring significant change. It is our responsibility to
of Independent Middle Market BCSC members saw understand how it will affect our partners so we can
increased spreads. work to find mutually beneficial solutions,” she says.

Trade Conflicts and

Other Issues Take a Toll

While the declining cost of funds has benefitted some
members, issues on the global stage loom large.

“Our trade issues with China and Mexico present a
unique economic concern. This is causing a level of
uncertainty with our partners as it is not within their
scope of control,” says Shannon Stangl, Small Ticket
BCSC Chair and Country Sales Manager at Wayne,
Pennsylvania-based DLL. As financial solutions provid-
ers, ELFA members must be ready to adapt and help
the companies and customers they serve find solu-
tions when tariffs affect their businesses.

“New lease
accounting
standards will
bring significant
change.”

Shannon Stangl

Chair, Small Ticket
BCSC
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Delinquencies

Are Getting Attention

In the period after the economic downturn, credit stand-
ards were buttoned-up and portfolio quality reached
record highs. In more recent quarters, delinquencies and
charge-offs have ticked up. While they're still near his-
toric lows, members are watching them closely, looking
for signs of risk before they become problematic.

“The overall credit environment remains relatively
stable,” says Troy Graziani, Chair of the Captive and
Vendor Finance BCSC and Director of Corporate
Operations and Business Intelligence at Toyota
Industries Commercial Finance, Inc. in Dallas, Texas.
“We continue to monitor high-risk areas with continu-
ing threats of market contraction on the horizon.”

Stangl agrees that it's not yet time for concern.
“We are seeing increases in charge-offs, while delin-
guencies continue to be relatively flat,” she says.

Hot Opportunities?

Depends on Whom You Ask

If there's one constant among ELFA members, it's

that their “hot markets” are very diverse. In some
sectors, industries made both “best-performing”

and “worst-performing” lists (e.g., mining and oil/gas
extraction and truck transportation among Independent
Middle Market BCSC members). However, construc-
tion and industrial/manufacturing made “best perform-
ing” lists in all sectors.

“Currently we see the oil/gas extraction segment
performing, but we are particularly conservative in our
underwriting and types of equipment we finance in
this space,” Eschmann says. “I would also say that
lenders may rate the segment as underperforming
due to its overall volatility and previous losses incurred
in this space.”

Part of the challenge in measuring top performers is
that members are often specialized and apply different
strategies. For example, Stangl’s DLL focuses on med-
ical equipment and technology as key markets, she
says. Graziani says his company has sustained strong
new business volume through strategic alliances.
“While the overall market starts to plateau, we've been
able to increase share through strong collaboration
with our OEM partners and several unique program
and promotional offerings,” he says.

Another common theme among members was
looking toward the future, especially using and
doing business in the technology space. In fact, the

“The overall credit
environment remains
relatively stable. We
continue to monitor
high-risk areas with
continuing threats of
market contraction on
the horizon.”

Troy Graziani, Chair, Captive
and Vendor Finance BCSC

technology sector represents a “massive opportu-
nity” as traditional computer use declines and mobile
devices increase.

“"Phones and tablets are a keystone in how busi-
nesses function. With so much being available through
mobile applications, with no sign of slowing down, we
see that not only as an opportunity but the future of
our business,” says Stangl. “In addition to tech, there
is opportunity in usage-based financing across various
sectors, from agriculture to construction to medical
equipment. Many organizations are wrestling with
how new equipment advances and digitization can and
should be integrated.”

Graziani agrees. “Technology continues to play an
ever-expanding role in the equipment finance space,
from e-contracts to artificial intelligence to cryptocur-
rencies. Having clarity on customer expectations and
properly forecasting future needs is paramount to
ensure resources are focused in the highest value add
areas,” he says.

As members look toward the future with a mix of
emotions, they continue to make plans and seize oppor-
tunities. Headcounts are increasing and feelings are
more positive than negative, the Chairs agree. However,
many are watching closely for signs of a slowdown and
preparing to weather economic storms if they arrive. =

GWEN MORAN is a New Jersey-based freelance business
and finance writer.

Don't miss the session “Economic Waves: Preparing for
What Comes Next” at the 2019 ELFA Annual Convention.
Learn more at www.elfaonline.org/events/2019/AC/.
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, oundation study
identifies key trends k\)
in a rapidly
changing sector

COST AND TECHNOLOGY are two key themes underlying virtually every trend and issue
impacting one of the most significant drivers of the U.S. economy—the healthcare
industry—according to a new report, Vertical Market Outlook Series: Healthcare,
released by the Equipment Leasing & Finance Foundation.

The healthcare industry is changing rapidly in ways
both large and small, and there’s little indication that the
rate of change will slow in the near term.

Healthcare providers are moving away from traditional
inpatient facilities, the Foundation report notes, instead
investing in outpatient clinics, same-day surgery centers,
free-standing emergency rooms and micro-hospitals,
which offer just a few beds for overnight stays. Moving
even further from the traditional healthcare setting,
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providers are setting up programs and using digital tech-
nology to keep tabs on patients 24/7 in their own homes.
Health systems continue to invest in digital technolo-
gies to support their efforts to move toward patient-cen-
tered care and develop smart health technologies that
can increase access and affordability, improve quality
and lower costs. Investment in technologies like block-
chain, artificial intelligence, virtual/augmented reality and
predictive analytics will help transform healthcare.
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The Foundation report provides an outlook
on the healthcare sector in the United States,
demographic and spending trends, and key
developments impacting this sector over the
next one to two years. It is the third release
of the Foundation’s forward-looking Vertical
Market Outlook Series, designed to help
readers recognize and understand opportuni-
ties and challenges that may affect their businesses.

The report, commissioned by the Foundation and
prepared by Engine Group, finds that growth in the health-
care industry shows little sign of slowing. It includes
data from a variety of sources, including the Centers for
Medicare & Medicaid Services, which reports that within
the next decade U.S. healthcare spending is expected to

reach $6 trillion and comprise more than
19% of gross domestic product. The report
examines a wide range of issues, including:
m Growing costs associated with caring for
a rapidly aging population;
= New technology required to meet an
increasing labor shortage; and
m Evolving government regulation.

The complete report is now available for free down-
load. Visit www.leasefoundation.org to access this free
planning tool. =

ANNELIESE DEDIEMAR is the Equipment Leasing
& Finance Foundation's Director of Marketing and
ommunications.
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Republic Airways:
Crash Landing for SLV Damages

AS ARLENE GELMAN AND EDDIE GROSS HAVE SO ABLY DISCUSSED in the Spring 2019 issue of the Journal of

Equipment Lease Financing, Valentine’s Day 2019 was a massacre for equipment lessors that have utilized the

stipulated loss value (SLV) table to establish liquidated damages for an event of default under a true lease. The

U.S. Bankruptcy Court for the Southern District of New York, in a published decision, In re Republic Airways
Holdings Inc., 2019 WL 630336, ruled that use of the SLV to establish liquidated damages “violate public policy
and constitute unenforceable penalties in violation of” UCC section 2A-504.

The judge dealt another body blow to the equip-
ment finance industry by ruling that the parent guar-
anty—even though it contained a hell or high water
clause—was not enforceable against the guarantor,
because it would have required the guarantor to be
responsible for the very damages the court had just
ruled were an unenforceable penalty.

This article will not repeat the cogent arguments
in the JELF article. And you probably are asking your-
self, “Do | really need to read another article about
Republic Airways?" The answer is yes. As the EMT
technicians say to a bleeding victim, “Stay with me!”
Because the decision, flawed as it was, inadvertently
may have reached the correct result in that fact-inten-
sive case.
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Some Background

The decision arose from rejection of seven aircraft
leases by the bankrupt airline and the lessee’s chal-
lenge to the lessor’s claim for damages. The lessor
used the agreed-upon SLV amount in submitting its
claim. The lessee countered that the proper measure
of damages was the present value of the rent for the
remaining lease term. To hold otherwise, the lessee
argued, would make the lessee responsible for the
difference between the residual value and the actual
value when the planes were returned.

And the court agreed. The court compared the SLV
to the rent during the final month of the lease term,
and found that the former was roughly 50 times the
latter and hence constituted an unenforceable penalty.
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The judge erroneously cited UCC section 2A-532 to
the effect that a lessor's damages may include impair-
ment of the residual value only if caused by the default
of the lessee.

The judge also dismissed the lessor’s claim that the
high SLV reflected a bargained-for allocation of risk to
the lessee. The lessor argued that it had contracted to
receive a 4% annual rate of return on its investment in
the lease and the equipment, but that argument boo-
meranged (as we will see later).

A Flawed Decision

The Republic Airways decision can be criticized on
several grounds. First, its refusal to enforce the guar-
anty is contrary to a long line of federal and New York
decisions that have applied New York law to enforce
unconditional guaranties. Second, it failed to recognize
that the leases gave the lessee credit for the fair mar-
ket value of the aircraft upon return. Third, the court
calculated the lessor’s damages at the time when
the lessee rejected the lease, ignoring UCC section
2A-504, which provides that damages “may be liqui-
dated in the lease agreement but only at an amount
or by a formula that is reasonable in light of the then
[i.e., at the outset of the lease term] anticipated harm
caused by the default” (emphasis added).

The Official Comment to section 2A-504 also
observes that “stipulated damage schedules are also
common [but] will be [enforceable] in the context of
each case by applying a standard of reasonableness
in light of the harm anticipated when the formula was
agreed to" (emphasis added).

A fourth error in the decision of the Bankruptcy
Court was its misinterpretation of UCC section 2A-532
(“the lessor may recover...for any loss of or damage
to the lessor's residual interest in the goods caused by
the default of the lessee”) (emphasis added). The les-
sor properly argued that its premature need to remar-
ket the aircraft—at a time when aircraft values were
depressed—was “caused by” the lessee’s default.
The court simply dismissed this compelling argument
in a conclusory footnote.

But there was another argument that the court over-
looked. Notwithstanding the parties’ agreement that “the
Amended Leases are ‘true leases’ governed by Article
2A of the New York Uniform Commercial Code” (opinion,
footnote 6), the leases may not have been true leases and
hence Article 2A may not have been the applicable law.

Say What?
Roughly 12 years after the leases commenced, the
opinion relates that the parties restructured the original
leases, reducing the basic rent but leaving the SLVs
“always equal to the amount that provides Lessor with a
four percent return on the Aircraft purchase.” The SLVs
were “identical to those in the Original Leases—not-
withstanding. . .the reduction in the residual value of the
Aircraft” since the Original Leases were entered into. A
leopard cannot change its spots, but the restructuring
may have boomeranged, causing a change from a true
lease to a lease intended for security.

None of this is to suggest that SLVs high enough
to ensure a percentage return on the lessor’s invest-
ment necessarily will destroy true lease treatment.
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LEASING LAW

But commentators have written that a rent structure
that recovers the lessor’s entire investment is con-
sistent with a loan rather than a lease. And under
Revenue Ruling 55-540, the Internal Revenue Service
announced that, if the “rental” payments materially
exceed the current fair rental value, it “may be indica-
tive that the payments include an element other than
compensation for the use of the property.” So the
“overlooked argument” postulated above may not be
so far-fetched.

And what if the court had ruled that the agree-
ments were not true leases? In that event, the lessor's
damages would have been evaluated under principles
applicable to secured loans where the borrower is in
bankruptcy proceedings and the fair market value of
the “collateral” is less than the outstanding “debt.”
Because the aircraft had been returned to the “secured
lender” (thereby satisfying the secured portion of the
claim), the remaining “principal” of the “loan” (after
deducting the fair market value of the aircraft “collat-
eral”) would have been a general unsecured claim,
satisfied (once the Plan of Reorganization had been
confirmed) along with all other unsecured creditors,
from the entire pool of cash remaining after all higher
priority claims had been satisfied. In contrast, damages
in a true lease typically would consist of return of the
leased equipment (UCC 2A-532) plus the PV of the
remaining rent, minus the PV of either the “market
rent” (where the goods are located) or the rent under a
“substantially similar” re-lease for the remaining lease
term." So arguably the decision reached the correct
result, even if its reasoning was flawed.

For more on legal issues impacting equipment finance,
don't miss the sessions “Today’s Regulatory Environment—
Are You in the Know?" and “Getting into the Weeds—
Opportunities & Risks in Cannabis Finance"” at the
2019 ELFA Annual Convention. Learn more at

www.elfaonline.org/events/2019/AC/
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Now What?

First, lessors should create a default value for-

mula, comprised of 1) the PV of the remaining rent,

2) enforcement, remarketing and restoration costs, and
3) damages from premature termination. Those dam-
ages consist of a) the agreed-upon residual value of
the equipment during each monthly rent period minus
b) the fair market rental value of the equipment under
UCC Sections 2A-527 and -528. The lessee would
acknowledge that the monthly rentals were estab-
lished upon the lessor’s reliance that the lessee would
perform its obligations and that if an EOD occurred
prior to the lease expiration date, then the lessor
would suffer additional harm (arising from the lessee’s
default) from having to remarket the equipment earlier
than the bargained-for expiration date. This element
must provide that the premature termination damages
element essentially would be zero if an EOD occurs
during the final month of the lease term.

Second, the hell or high water clause in the lease
should refer expressly to premature termination dam-
ages and require the lessee to acknowledge that, at
the time that the lease was entered into, the premature
termination damages formula is a reasonable means
of calculating the lessor’s damages caused by the les-
see's default, and hence premature remarketing of the
leased goods.

Finally, any guaranty of the lease not only should
contain the usual hell or high water and waiver of
defenses clauses, but also acknowledge that the pre-
mature termination damages formula is a reasonable
means of calculating the lessor’s damages caused by
the lessee’s default.

The Republic Airways decision may have signaled
the death knell for use of SLV as liquidated damages in
a default context. But it provided a road map for lessors
to construct an enforceable EOD damages formula—if
lessors are careful to preserve that the lease is a true
lease. =

STEPHEN T. WHELAN is a Partner in the New
York office of law firm Blank Rome LLP and a
former member of the ELFA Board of
Directors (2013-2016). He can be reached at
swhelan@blankrome.com.

1UCC 2A-527, -528. The opinion does not disclose whether Republic
asserted either subtraction from the PV of its remaining rent.



FINANCIAL WATCH By Kyle Elken and Charlie Shannon

Considerations for Implementing

Current Expect

ed Credit Losses

This article focuses on accounting for Allowance for Credit Losses (ACL) under the Current Expected Credit
Losses (CECL) Standard (ASC Topic 326), including the recent FASB developments as well as
considerations for implementing the standard.

Recent Developments

Most organizations have commenced with their
implementation initiatives for the Financial Accounting
Standards Board (FASB) Accounting Standard Update
(ASU) 2016-13, Financial Instruments — Credit Losses,
which changes the way organizations account for
credit losses. Currently, an incurred loss approach is
used under ASC 450 which requires lenders to reserve
for losses that are probable and reasonably estimable,
whereas CECL requires a forward-looking approach
that encompasses the entire remaining lifetime of
every asset that could experience a credit loss. With an
effective date as early as Jan. 1, 2020 for large public
companies, the looming deadline has proven to be
more challenging than many initially believed. Based

on feedback provided to the FASB, preparers identified
numerous challenges in implementing the require-
ments of the ASU, with the vast majority of them citing
aggregating and properly analyzing data as primary
concerns.

Key Provision of Proposed ASU

On Aug. 15, 2019, the FASB issued a proposed ASU
that defers the effective dates of the CECL ASU for
SEC filers that are smaller reporting companies (SRCs),
non-SEC filers, and all other companies (see figure
below).

The dates and provisions described above are
subject to change pending the FASB's finalization
of the proposed ASU. A company’s determination
about whether it is a SRC would be based on its most
recent filing status prior to the date the proposed ASU
becomes final.

Although a potential deferral may relieve some of
the immediate time pressure, it should not be viewed
as an opportunity to postpone the work as lenders will
need to undertake robust implementation efforts to
comply with the CECL ASU. Rather, smaller SEC and
private companies can view the deferral as an oppor-
tunity to learn from the knowledge and experience
gained from implementation issues encountered by

Companv Tvbe Current Effective Date for Proposed Effective Date for
pany Typ Calendar Year-End Companies Calendar Year-End Companies

SEC f|lers that are not smaller reporting Jan. 1. 2020 Jan. 1. 2020

companies

SEC f|lers that are smaller reporting Jan. 1. 2020 Jan. 1. 2023

companies

F_’ubllc business entities that are not SEC Jan. 1. 2021 Jan. 1. 2023

filers

All other companies, including not-for-

profit companies and employee benefit Jan. 1, 2022 Jan. 1, 2023

plans
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FINANCIAL WATCH

larger public companies, as well as closely monitor
interpretations and implementation of practices. A brief
overview of the CECL ASU follows.

Scope

The CECL ASU applies to lenders with financial assets,
leases, and loans not reported at fair-value (see figure
opposite page).

Measurement
The CECL ASU does not prescribe specific methodolo-
gies, but lenders are expected to measure allowances
based on historical loss experience adjusted for differ-
ences in loan attributes. Credit losses should be meas-
ured first on a collective basis for financial assets with
shared risk characteristics, and then on an individual
asset basis for assets without shared risk characteris-
tics. The estimates of expected credit losses should
consider all information relevant to assessing collect-
ability of cash flows including internal and external
information relating to past events, as well as current
economic conditions along with reasonable and sup-
portable forecasts. Other considerations include:
m The treatment of expected prepayments as well as
open loan commitments
m Only contractual term is considered, unless a trou-
bled debt restructuring is reasonably expected
m Beyond a reasonable and supportable forecast period
(e.g., b years), revert to historical experience
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Data and Modeling

Lenders that have started the implementation process
point to the need for significant data mining and the
retention of historical credit quality. Data is the real
driver; the more that is available, the better the options
are for selecting the various models available under
CECL. Additionally, more robust data improves the
quality of the output. Data governance is also critical
for ensuring quality, reliability and consistency. There
are a number of models available for implementing
CECL, including:

m Loss-Rate — a simpler model based on a histor-
ical rate of loss and utilized by lenders with less
complex portfolios (e.g., community financial
institutions)

= Vintage Analysis — essentially a variant of the loss-
rate model, where loans are grouped by similar risk
profiles and origination period and utilized by lenders
with smaller ticket homogeneous pools

m Discounted Cash Flow (DCF) — a scenario-based
loan-level model that is utilized by lenders with larger
ticket shorter duration loans

= Probability of Default (PD) / Loss Given Default
(LGD) - a scenario-based loan-level model where
two estimates are made for each pool of loans: the
PD—the likelihood that a default event will occur to
an asset/pool—and the LGD—the magnitude of a
loss given a default

Key considerations for implementation include:
having a clear plan, involving the correct personnel,
making timely and well-considered decisions

regarding leveraging existing systems
or acquiring new ones,
and documenting company efforts
along the way.
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Loan Commitments

Held-to-Maturity Debt Services

Net Investment in leases
recognized by a lessor
(Sales-Type and Direct Financing)

Trade Receivables

Reinsurance Receivables

While there are benefits, challenges and limitations
with each of the models, the key is the documentation
underlying the model inputs, calculations, forecast
assumptions, scenarios, etc., including the organiza-
tion’s reasoning for why the chosen model best repre-
sents the risk of its portfolio.

For vendor finance lenders with more significant
and complex portfolios that have the necessary
data and analytical power to execute, the PD/LGD
model is the preferred model due to the utilization
of loan-level data, along with the PD and LGD esti-
mates which allow for more granular analysis. The
formula for the PD/LGD model can be expressed
as Estimated Credit Loss (ECL) = PD x LGD x EAD
(Exposure at Default).

Lenders will also need to undertake extensive
efforts to validate their CECL models, including:

m Properly challenging the model, including
back-testing following the model risk governance
framework

m Validating each component within the model (e.g.,
PDs, LGDs, prepayments, etc.), including third party
models

A recent Moss Adams CECL survey of financial
institutions indicates that lenders believe the most diffi-
cult part of their implementation will be developing the
loan loss models and related loan loss methodology,
followed closely by the challenges in developing rea-
sonable and supportable forecasts.

Equity Instruments

O Operating Leases

as available-for-sale

All financial instruments
measured at fair value
through net income

Implementation Considerations

The impact of the CECL ASU wiill be recognized on day
one as a retroactive adjustment to capital, based on the
anticipated effective dates noted above, with quarterly
adjustments to the forecast thereafter for every open
exposure. Key considerations for implementation include:
having a clear plan, involving the correct personnel, making
timely and well-considered decisions regarding leveraging
existing systems or acquiring new ones, and documenting
company efforts along the way. The recent survey noted
above determined that roughly 57% of lenders expect their
existing allowance for credit losses to increase between
0-50% upon implementation, with another 13% expect-
ing increases of over 50%. Based on those survey results,
it appears that the impact to reserves will be significant for
most lenders and a timely, and well executed implemen-
tation effort that provides for successfully managing the
impact is well merited. In light of the recent development,
smaller SEC and private company preparers should con-
tinue to work on their CECL implementation efforts and
engage in discussions with their external auditors to obtain
insight into the large public company implementation inter-
pretations and best practices. =

KYLE ELKEN (far left) is U.S.
Controller at DLL. CHARLIE
SHANNON is Partner at Moss
Adams LLP. Both are members
of the ELFA Financial
Accounting Committee.
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FEDERAL INSIGHT By Andy Fishburn

Section 1071
Moves to the Regulatory Agenda

SINCE DODD-FRANK WAS ENACTED more than nine years ago, Section 1071 has loomed over the commercial
finance industry like a dark cloud threatening to produce rain. In the initial years after passage of the measure—
which would require the Consumer Financial Protection Bureau to collect and report certain small business
lending data—the fledgling CFPB was concentrating on getting its feet on the ground and working on their
highest-priority regulatory projects. After that initial stage, the CFPB stated that they would work on Home Mort-
gage Disclosure Act regulations, and then use that experience to inform their work on Section 1071. In 2017

a burst of activity led to the issuance of a Request for Information, which gave little insight into the regulatory
approach that the CFPB would take. When Richard Cordray left the CFPB in 2017, Section 1071 was one of the
few items left undone, and really not even started, during his tenure.

Throughout all of this, one thing
remained true: a major part of the reason
Section 1071 has never been put into
force is because it has the potential to
be extremely disruptive to commercial
finance and it is an extremely difficult reg-
ulatory project from all perspectives. Most commercial
lenders will want a limited rule (or for the rule to mag- off
ically go away) but consumer groups want every
piece of information imaginable to be collected. 1

There are h
question

The collection of the information is going to be
very challenging from a technological perspective
with huge privacy and security issues at play. The ||"||
details of the regulations are perhaps the thorn-
iest of all—the outcomes of decisions on

what information will be collected and from
whom could lead to dramatically differ-
ent impacts on the commercial finance
marketplace. In short, if it were easy,

it would have been done already.

remaining to be
resolved

uge It is with this history behind us that
the CFPB, now led by an appointee of
President Trump, Kathy Kraninger, has
placed Section 1071 on its Regulatory
Agenda, with some sort of action, albeit
initial action, expected in January of 2020.

S

Earlier this year, ELFA representatives met with senior

icials at the CFPB who indicated that they intend
to issue regulations. The timeframe for something
more concrete is assumed to be Inauguration Day
2021. This date is not random for obvious reasons,
and it is a safe assumption that this CFPB believes
that they will issue better rules than a future CFPB,
and extending it beyond that date puts political
wildcards in play.
What this regulation will look like is
very much up in the air. There are huge
questions remaining to be resolved.
While industry has heavily focused
on the definition of small business,
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that is one of the easier issues to resolve. The issues

of how the information will be collected, what types of For more on what's happening in Washington, don't miss
CNN Correspondent Jake Tapper's keynote address

companies might be exempted from collection (e.g., at the 2019 ELFA Annual Convention. Learn more at

publicly traded companies) and whether certain trans-
action types will be exempted are but the beginning of
the list of difficult unresolved issues.

What is known is that, a year-and-a-half from now,
it is likely that the broad contours of how Section 1071
will be in force will be clear. While the regulation may
not be final by January of 2021, and the compliance
deadlines may provide some relief, in the scope of
Section 1071 history, this is right around the corner.

ELFA will remain engaged with the CFPB through- this space, the ELFA Washington Report e-newsletter
out this process to ensure that the CFPB is cognizant of  and other ELFA communication channels. =
the impacts different regulatory approaches would have
on our industry. In the meantime, however, ELFA com-
panies should be examining their origination processes
to see how they would incorporate collecting this infor-
mation. Stay tuned for future updates on this topic in

www.elfaonline.org/events/2019/AC/.

For more information, contact ANDY
(3 FISHBURN, ELFA Vice President of Federal
) Government Relations, at afishburna
elfaonline.org.

Let ELFA Know What's
Important to You!

As an ELFA member, you may choose the types of naotifications you
wish to receive from the association. From the EL&F magazine to
event alerts to advocacy newsletters, you can opt-in to receive
relevant communications straight to your inbox. Follow the steps
below to update your preferences today!

Six Easy Steps to Update Your Communication Preferences

1. Visit the ELFA website at www.elfaonline.org.

2. Click on User Login in the top right corner of the page and enter your
credentials.

3. Click on Account Tools in the top right corner of the page.

4. Under My Account, click on Update Communication Preferences.

5. Select and update your preferences accordingly.

6. Please verify that Exclude Email is not selected to ensure delivery of
timely information in your inbox.

Please contact ELFA membership at membership@elfaonline.org with questions.

— L FA EQUIPMENT LEASING AND FINANCE ASSOCIATION Equipping Business for Success
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Draft Regulations Released for SB 1235

ON JULY 26, 2019, the California Department of Business Oversight announced their completed

review of initial comments and produced draft regulations as required by SB 1235. The DBO invited

all parties to submit second comments addressing their draft regulations and sample disclosures.

ELFA's initial guidance and comments were filed on Jan. 21, 2019. Working closely with our ELFA California
DBO Member Workgroup, ELFA submitted our second and most recent comments on Sept. 9. Those com-
ments can be found on the ELFA website at http./bit.ly/2IPGBID. Please see the DBO announcement below,
along with a summary of CA SB 1235 and ELFA's protective actions on behalf of the industry.

The July 26 DBO announcement read as follows:

California Department of Business Oversight
Second Invitation for Comments: Commercial
Financing Disclosures

In 2018, the State of California passed SB 1235, a bill that
requires providers of commercial financing to disclose
certain information to the businesses seeking financing.
The bill requires the Department of Business Oversight
(Department) to adopt regulations governing such
disclosures.

On December 4, 2018, the Department invited the
public to comment on the substance and form of the
disclosures required by SB 1235. The Department
has carefully reviewed the comments received from
stakeholders and drafted regulations that may be
proposed for adoption through the rulemaking process.

At this time, the Department is requesting public
comment on the draft regulations and sample
disclosures. The deadline to submit comments is
September 9, 2019.

Background

California Senate Bill 1235 requires consumer-like disclo-
sures to be made on certain commercial finance prod-
ucts under $500,000, including small business loans
and merchant cash advances, and leases with nominal
purchase options among other things. As a result of
ELFA efforts, SB 1235 does not cover true leases.

The new law requires that the following be included
in qualifying commerecial loans (including leases with
nominal purchase options):

1. The total amount of funds provided.

2.The total dollar cost of the financing.

3.The term or estimated term.

4.The method, frequency and amount of payments.
5. A description of prepayment policies.
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6. The total cost of the financing expressed as an
annualized rate.

ELFA Submits Comments to the DBO
Regarding California SB 1235

On Jan. 21, 2019, ELFA, as invited by the
Commissioner, submitted commments regarding SB 1235
to the California DBO. Even though ELFA won hard-
fought exemptions within this legislation, the comments
filed sought to provide clarity and our ongoing industry
guidance. ELFA’s 14 pages of comments were created
by an ELFA workgroup over a four-month period.

SB 1235 Compliance Delayed

While the DBO Solicits Comments

We alerted members via our monthly State Legislature
Report that ELFA was informed by the DBO that com-
pliance with SB 1235 would not be required through
2019. The DBO follows a comprehensive set of
requirements that include pre-text and post-text com-
ment periods, and when complete, the formal text will
be submitted to the Office of Administrative Law for
their approval. The legislation will not become effective
until the quarter following their approval.

ELFA estimates the effective date will not come
before mid-2020 at the earliest. ELFA will alert mem-
bership when the effective date is confirmed and will
work with the DBO to make sure time is allotted prior
to any effective date for industry to put in place sys-
tems to assist compliance. =

For more information, please contact ELFA
Vice President of State Government
Relations SCOTT RIEHL at sriehl@elfaonline.
org.



The Choice Is Yours

Now you can tap into multiple Survey of Equipment Finance Activity
resources to get the data you need.
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Full SEFA Report Interactive SEFA MySEFA
A 300-page PDF document that Dashboard A personalized data tool that lets
offers comprehensive performance A powerful online dashboard SEFA survey respondents track
metrics for 125+ equipment that showcases exedutive sum- their own operational and
finance companies. The mary data from a decade of SEFA performance statistics and
companion Small-Ticket reports. Drill down into the data compare them against their peers.
SEFA Report delves into you care about - in just a few Only available to companies that
small-ticket portfolios. clicks. Free and available to all participate in the SEFA.
Members save 47%! ELFA members.

Learn more at www.elfaonline.org/SEFA
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FOUNDATION NEWS By Anneliese DeDiemar

CELEBRATING
EQUIPMENT LEASING & FINANCE

FOUNDATION

VW Your Eye on the Future
YEARS

Begin Your Giving Legacy

THROUGH GENEROUS SUPPORT FROM CORPORATE AND INDIVIDUAL DONORS, the Equipment Leasing & Finance Foundation

develops invaluable resources that propel the industry forward. Foundation donors position themselves to both compete and thrive

by having access to industry data before it is made available to the public. Additionally, our popular Guest Lecture Program and In-

ternship Center connect you with the next generation of equipment finance professionals. Join our growing donor family and make a

lasting impact on your equipment finance industry! Donate at www.leasefoundation.org/giving/online/.

DONOR LIST AS OF SEPTEMBER 17

CORPORATE DONORS

Corporate Ambassador
$50,000+

Equipment Leasing and Finance Association

Wells Fargo Equipment Finance

Corporate Fellow
$20,000+

DLL

Farm Credit Leasing Services Corporation
Huntington Equipment Finance

PNC Equipment Finance

Corporate Benefactor
$10,000+

Bank of America Global Leasing

Bank of the West

BB&T Equipment Finance

BMO Harris Equipment Finance Company
Caterpillar Financial Services Corporation
CIT

Fifth Third Bank

First American Equipment Finance,
an RBC/ City National Company

Hitachi Capital America Corp.
IDS

John Deere Financial

LTi Technology Solutions

Odessa

Orion First Financial, LLC
Santander Bank Equipment Finance
Siemens Financial Services, Inc.
Stonebriar Commercial Finance
TIAA Commercial Finance, Inc

U.S. Bank Equipment Finance

Corporate Sustainer
$5,000+

Accenture

Alfa Financial Software Inc
Altec Capital Services

AP Equipment Financing
BciCapital, Inc.

Bridge Funding Group, Inc.
Channel Partners Capital
CNH Industrial Capital LLC
Dell Financial Services

Financial Pacific Leasing, Inc.,
an Umpgua Bank Company

Fleet Advantage, LLC

GE Capital Healthcare Equipment Finance
Genpact, LLC

Great American Insurance Group
Hanmi Bank

Ivory Consulting Corporation
LEAF Commercial Capital Inc.
Marlin Capital Solutions

Pacific Western Bank

RVI Group

Sertant Capital, LLC
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Signature Financial
SunTrust Equipment Finance & Leasing Corp.

TCF Capital Solutions,
a division of TCF National Bank

The Alta Group LLC

Trinity Industries Leasing Co.
UniFi Equipment Finance

United Leasing & Finance

Volvo Financial Services
Western Equipment Finance, Inc.

Wintrust Commercial Finance

Corporate Supporter
$2,500+

Ascentium Capital LLC

Arvest Equipment Finance

Avtech Capital, LLC

Boston Financial & Equity Corporation
Commercial Equipment Finance, Inc.
Customers Commercial Finance, LLC
Frost Equipment Leasing and Finance
GreatAmerica Financial Services
Midland Equipment Finance

Napier Park Global Capital

Northland Capital Equipment Finance
RESIDCO

Somerset Capital Group, Ltd

Summit Funding Group, Inc

Verdant Commercial Capital LLC

Vision Financial Group, Inc.



INDIVIDUAL DONORS | \‘Pl*

Individual Fellow Richard Gumbrecht Peter Bullen
$10,000 Randy Haug Andrew Cotter
Rhonda SanFilipo Valerie Jester Crit DeMent
Willis Kleinjan Brian Eschmann
Individual o
Benefactor Dan Krajewski Paul Fogle 2019 Equipment Leasing & Finance
i i i Jordan Greenwell Industry Horizon Report
$5'000 Michael Leichtling
Donald Link Russell Hallberg
Edward Dahlka Jr. Shari Lipski Gene Karger

Jeffry Elliott Cameron Krueger

Brian Madison

Madhu Natarajan Marjorie Krumholz

Bonnie Michael

Rick Remiker Robert Neagle Matt LeSage

New Data-Driven
Report Coming Soon

Dave Reynolds Amy Nelson Alan Mogol
i i Zack Marsh
Mike Romanowski Ralph Petta ack Mars THE HIGHLY-ANTICIPATED 2019
Scott Thacker . . Daniel Nelson
Kirk Phillips o Equipment Leasing & Finance
Individual S N pi ) Kelli Nienaber
ndivicual sponsor ancy Fistorio Tom Petersen Industry Horizon Report will be
$1,500 Bob Rinaldi _ . .
Dove Schacf Walter Rabin available in late October—for
Martha Ahlers ave schaeter ; ; .
Larry Smilie Reid Raykovich FREE—to help you in your stra-
Andrew Bender Y James Renner
tegic planning. In addition to
Jeffrey Berg Hugh Swandel Deb Reuben gicp g
Robert Boyer David Walton Jud Snyder summarizing key industry perfor-
Aylin Cankardes Tom Ware Paul Stilp mance data, this year's version
Anthony Cracchiolo Adam Warner Bruce Winter includes new Recession Monitor
Bob Wax ;=
James Cress Donna Yanuzzi = graphics and invaluable end-user
) Stephen Whelan
Brett Davis survey results. It also places more
Andrew Denton Individual Friend of gﬁgf;;?;.s hasi ; delooki
. 1 emphasis on forward-lookin
Michael DiCecco the Foundation the Equipment P 9
: $500 - economic and industry insights—
Rev. Dr. K. Bill Dost Leasing & Yy Insig
Katie Emmel Sudhir Amembal Finance including near-term and medi-
Foundation's o
Dave Fate Shawn Arnone Director of Marketing and um-term economic risks.
Valerie Gerard Laurie Bakke Communications.
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EXECUTIVE PERSPECTIVE By Fred Clough

Leading with Knowledge

ORGANIZATIONAL SUCCESS REQUIRES AN ACTIVE APPROACH TO SHARING KNOWLEDGE. But gaps can

exist in companies between those who have knowledge and those who would benefit from more knowledge.
Consider the equipment finance industry. We have industry veterans as well as a younger workforce. Is there a
system in place at your company for veterans to share “hard-won experience” with others? The company that

ignores this puts itself in severe jeopardy.

Two Classes of Knowledge

Two classes of knowledge exist: tacit and explicit. Tacit

represents unwritten knowledge, including our emo-
tions, experiences and intuition. Explicit knowledge is
anything written down or expressed in a tangible form.

While knowledge is essentially “Information +
Action,” it's easier to consider it as a timeline that
begins with raw data. Once filtered and evaluated, the
data have the potential to become information. If the
information is tied to a future action, it transforms into
knowledge.

Who Has It?
Considerable untapped reservoirs of
tacit knowledge exist in each of
us. Knowing this is the easy part.
Surfacing it, and identifying a
proper use once found, remains
the greater challenge.
"‘ How Do We Begin?
q

Bridging knowledge gaps
reguires two things: planning
and advocacy. It will not hap-
pen on its own. Taking “lessons
learned” and converting them to
"best practices” takes more than
a memo. Here are a few
things you can do to
start.
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1. Success in anything begins at the personal level. Get
smart about who has knowledge in your company
and how it might be shared.

2.Succession planning, and not only at the executive
level, is often overlooked. If quality talent can't see
advancement opportunity, they may seek employ-
ment elsewhere. These situations can represent
critical knowledge losses in any company. Don't
ignore it.

3. Deloitte’s “2018 Global Human Capital Trends”
report advises: “[Have employees...] work with
other teams. Remove or reduce boundary, function
and silo thinking.” This allows the development of a
skill psychologist Howard Gardner calls “searchlight
intelligence.” This is a learned ability to scan an envi-
ronment to find connections, even if none seem to
exist. As leaders, it is up to us to create these work-
flow paths to the right resources. There is no better
way to develop problem-solving, cognitive and social
skills. By doing so, we equip individuals to better
handle a world that's hard to predict.

Managing context, not content, is the future. This
is an important distinction. We don’t need more, but
we need to do more with what we have. If you want to
lead with knowledge, knowing isn't enough. The criti-
cal step of transforming information requires advocacy.
It is not enough to understand and not communicate.
Nor is it wise to communicate without understanding.
Maintaining relevance today requires both.

Don’t have the answers you want? Start by asking
more questions. =

FRED CLOUGH is a Senior Vice President and Chief
Credit Officer of Customers Commercial Finance, LLC,
located in Portsmouth, New Hampshire.



Capifa/'One®

Commercial Banking

-

Great opportunities demand smart lending
and customized solutions.

Capital One® Financial Institutions Group provides businesses
the needed capital and expertise to thrive.

Capital One’s commercial lender finance specialists use Commercial Lender Finance Specialists:
sector knowledge, data analytics and industry trends to give Matt Tallo
your business an advantage. .Backed by the cap§b|lltles of a Managing Director
top 10 U.S. bank*,we lend capital to help companies stay ahead 646-836-5053
of the competition. matt.tallo@capitalone.com
Our financing solutions include: Brian Talty
« Asset-based lending « Small business finance Managing Director
and factoring « Insurance premium finance 646-231-9107
« Equipment finance « Floor plan finance brian.talty@capitalone.com

To see how to maximize business potential, contact
a lender specialist today.

Note: Rank excludes banks with high non-loan asset concentrations: Goldman Sachs, Morgan Stanley, BONY, State Street, Charles Schwab. Ranks as
of 12/31/2018. Based upon total gross loans and total aggregated domestic deposits for bank holding company. Sources: SNL, FDIC, company reports.
Subject to credit approval. Additional terms and conditions apply. Products and services offered by Capital One, N.A,, Member FDIC. © 2019 Capital One.



The product.

The platform.

The Odessa platform isn’t one thing,
it’s everything.

A lease management product is critical, but
it isn't enough. The Odessa platform brings
system configuration, app development
and test automation into one seamless
platform. Eliminate workarounds by unifying
IT and business. Work smarter, scale faster.
Building your business your way? In leasing,

that means everything.




