Geor gia' s Business #406

Guest: Ron Francis
President and CEOQO, First Landmark Bank

Richard Warner:

Welcome I'm Richard Warner and this week on Georgia's Business, he spent a career
working his way up managing some of Georgias most prominent local banks and in

April he took the plunge and opened his own. Ron Francis of Cobb County is President
and CEO if First Landmark Bank, featured this month in Georgia Trend Magazine. This
week, the lesson in working for someone else then how they can help you if you decide to
strike out on your own. Y ou were retired, you made it.

Ron Francis:
True.

Richard Warner:
And then?

Ron Francis:

| decided that a bank was needed in Marietta. | guess if you go back a hundred and
twenty five yearsin Marietta. There have been at least one to five banks headquartered in
the city of Marietta. About ayear ago the last bank was sold to United Communities
Bank. It was Southern National Bank so | decided along with a group of local business
people that we needed to have a bank in Marietta so we formed First Landmark Bank.

Richard Warner:
But Ron, you were retired.

Ron Francis:
| wasretired and did that for about thirteen fourteen months and got to play alot of golf.
Worked on my golf swing.

Richard Warner:
Isitasgood as| imagineit?

Ron Francis:
No. Well that depends. | mean we travel alot. We have a house in the beach. We have a
house up in North Carolina. So we got to do alot of things, my wifeand 1.

Richard Warner:
Y ou were driving her crazy?
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Ron Francis:

I think so. And she said it's time to go back to work. | think she realized after about
twelve months that she could see | was getting ancy and that | wanted to do something
else. | had an office in the old Bank so people could see me come and go even though |
was doing mostly civic stuff out of there. But I'd get calls from them saying, it's not quite
the same since you've left. We're not being treated the same way as when we were a
smaller community bank. | said | can't do anything about it, I'm retired. So | felt like
needed to come back and do something.

Richard Warner:

Well thisis even bigger than deciding to get back into the work force because when one
direction you can take is to just go back into the bank and be an executive again,
extremely comfortable territory. | mean, thisis like the nuclear option. You're going to
start one of your own from scratch? That's alot of everything.

Ron Francis:

Y eah. But I've got atrack record. Actually thisisthe third time I've started one. | started
the first one when | was about thirty seven years old. Called Chattahoochee Bank up in
Cobb County. We sold that out to Bank South who then became a part of Bank of
America. Right before we sold out | went to another bank that had just opened about a
month before called Charter Bank and where we didn't have anything there so we kind of
built that up and we sold that to Sonovis Bank in nineteen ninety nine. So I'm kind of
used to starting banks. But thisisthe first time I've had the opportunity to pick everybody
staff wise aswell as directors.

Richard Warner:
There you go. I'm wondering does that track record of doing this twice give you...you just
know so much. Particularly people.

Ron Francis:

Well it's changed. There's alot more paper work than there was back before. But since
you do have atrack record, everybody knows how well you've done, or at least they think
they do, and so they're willing to take that step with you. And if you've watched banking
in the last five years in metropolitan Atlanta, we have probably had forty banks start in
that period of time. Most of them though are being funded off in alarge part by
investment funds. And when we started our bank, we actually had six investment funds
come to us and said we want to buy one percent to nine percent of the bank. By the time
we got to the point of raising money, all six had dropped out and said we've made enough
investment in Atlanta, we don't want to invest in another bank.

Richard Warner:
So you went to 200?

Ron Francis:
We went to two hundred thirty five people, of which eighty five percent are all located in
Cobb County and they provided us the twenty million plus dollarsto start.
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Richard Warner:
Was this the right time to do that? Is there ever agood time but is this the right time?

Ron Francis:

Oh | think its great time to be a new bank because you don't have any problem with
loans. So we've got the advantage over everybody else who's working on cloud loans.
Now if you ask me back in December, January, when we were raising funds was this a
good time, | probably would have said no because everybody was a little skeptical about
another bank. They were seeing the economy turn. From the time we put our application
in which would have been May of 2007, you could see the economy starting to turn and
by the time we got approved, which was about September, the economy had turned. And
so people were worried about where they're going to put their money, alarge part of
investorsin Atlanta, traditionally in the banking area, have been in the real estate market.
WEell those people weren't going to invest in banks because basically they were keeping
al their dollars dry so that they could pay off their loans and do certain things, or if they
could get discounts on land as the economy continued to go down, then they'd go out and
do that.

Richard Warner:
So are you tapping Ron's network and the boards?

Ron Francis:

Pretty much. Basically we tap the boards, we tapped the employees. The employees
would say, Ron you go in your office, you sit there for eight hours, and you dial for
dollars.

Richard Warner:

So you got the pitch down? That's very interesting. The Georgia Trend article, this
surprised me, just thislittle factoid, they said, and it took much longer than you thought,
it took four months.

Ron Francis:
Y es. We thought we could get it done in two.

Richard Warner:
Well you know anybody who has tried to raise money for a company knows what an
arduous processit isand it can go on for years.

Ron Francis:

That depends. | mean like back several years ago | mentioned we had started
Chattahoochee Bank which is one of the first community banks started in the eighties. At
the same time the same group decided to start Buckhead Bank. They put it under the
same holding company. We raised twelve million dollars in seven days. And actually we
only wanted to raise seven and a half so we gave back almost five million dollars.
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Richard Warner:
Thisiswhen?

Ron Francis:

1986. So the dollars are there and people have made alot of dollars over the years. If you
go back to the eighties, and let's start with Chattahoochee Bank in nineteen eight three,
they're probably a hundred banks started from 83 to the end of 89. None of those banks
are in existence today. They've all been sold to somebody else. So alot of people made a
lot of money. Y ou go from nineteen ninety to two thousand, they're probably another
hundred and fifty banks started. Probably there's only about fifty of those banks left.
They've al been merged into somebody else.

Richard Warner:
WEell that'sthe goal isn't it?

Ron Francis:

Well it has been in the past, but | don't think the exit strategy that we used in nineteen
eighty three and eighty eight can be the same as the exit strategy now because all the big
banks are pretty much where they want to be. Now they're going to want market share
and if you want to come into Atlanta, you have to look at somebody that's a billion to two
billion inside. And there'sreally only really three or four banks that are still independent
that are that size in the metro area.

Richard Warner:
What's your cap?

Ron Francis:
We raised twenty one million.

Richard Warner:

So you got to hit abillion to be a big enough fish to get noticed by one of the bigger fish
now. So you're going to have a different strategy. Y our investors are going to be looking
at, well if the traditional strategy doesn't work, what are you going to do now?

Ron Francis:

Right. Well we build it to make a profit and to pay dividends back to those people. It
might not be a return on them selling the bank, but you can also grow the bank and
provide them with dividend down the road. In banking today, generally you're going to
lose money for the first year. And then the second year it's going to take you the whole
year to gain back what you lost when you were devel oping the bank in that first year.
And then the third year, you start making a profit.

Richard Warner:
You're predicting a profit in first quarter oh nine.
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Ron Francis:
That's correct.

Richard Warner:
Which is pretty aggressive. Particularly given where we are in thiscycle.

Ron Francis:

Right. Well | think we've got good people. We have eight officersin the bank and
fourteen employees. OF those eight officers, we probably have a hundred and fifty years
of banking experiences. Probably a hundred and thirty of itsin Marietta Market. And |
always believe that people bank with people. They don't bank with the institution. And so
all the lenders have a portfolio that kind of follows them. And since I've been in that
market for thirty plusyears, | guess| have a portfolio that follows me also.

Richard Warner:

Thisis probably, not to disagree, but in fact you're probably agree with it, consumers|
think bank with a bank. They don't know anybody behind the counter or few people
because there's such turn over. | go because there's a branch right there. But on a business
level, | want to bank with somebody that | know in case | have a problem or an
opportunity, | want to know you and | want you to know me.

Ron Francis:

Right. And that's what the community bank can provide. Basically the nitch that we'rein,
we do not do anything with the consumer what so ever. We deal with small to medium
sized businesses and professionals. Accountants, the lawyers, the doctors, the dentist.
And that's the nitch we've had, the same nitch I've had for al the banks I've been in for
the last thirty years.

Richard Warner:
How do you get customers?

Ron Francis:
Referrals. Calling on people that you know. And as | said, loyal customers that you might
of put in business many years ago that continue to follow you wherever you go.

Richard Warner:
And so what do you offer asmall business person that the other community bank down
the street does not?

Ron Francis:

| think all the community banks offer about the same thing. The only differenceisyou
have that relationship with that borrower and that you've been banking that borrower over
anumber of years and you've seen the borrower have good times and bad times and
you've always been there for them. To meit'slike being a school teacher. If you see a
student that has a lot of capabilities but not totally using them, and you can do something
to help that company raise their level of productivity, raise their level of profitability, that
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owner is going to stay with you. I'll give you one example. | had a client many years ago
who basically was in the motivational speaking area. But he felt he was on the road three
hundred days a year and he wanted to stop traveling, he had ayoung family. And |
suggested to him out of the blue, why don't you videotape what you do. Well he did. and
he made millions of dollars off it. So he became avery loya customer after he retired and
moved to Florida.

Richard Warner:
Banker is consultant?

Ron Francis:

That'swhat | look at. Y ou know a small business, and | know you're a small business
man, basically you would rely on your accountant, you rely on your lawyer, but you don't
necessarily totally rely on your banker. He's there to provide money, or she isthereto
provide money. What we look at is the three legged stool. That the banker is part of that
crew and the attorneys going to tell you certain things to follow the law. The accountants
going to tell you ways of saving money and taxes. And we're going to say in order for
you to build your business; you need to keep a certain amount of capital in here. And in
order to do that you're going to have to pay taxes. But it's something we often agree on
and then take your from level to level asyou continue to grow.

Richard Warner:
Y eah sounds familiar. Y ou naturally don't want to pay taxes so you tend to empty out the
account to pay yourself or whatever.

Ron Francis:

When you come to the banker for aloan because you want to grow, he says, where'sthe
money? Y ou know you need to have so much capital in here; you need to have that
twenty or twenty five percent down so we can take you to the next level.

Richard Warner:

What about now? If this business owner came to you now and had that twenty five
percent that they were ready to put down, | mean certainly if you read the paper, they're
going to convey the impression that there is no money out there. Thereis no credit. How
accurate is that?

Ron Francis:

| don't think it's totally accurate. | think there's still places for new businesses to start.
There are places for businesses to continue to grow. | think sometimes when you
continue to read what the media says in the paper, people over react. And tend to say,
well you can't get any credit. Or maybe some of the larger regional banks are having a
problem with a certain industry and so they react and say we're closing off everybody
there. Well, in an industry there are some good people that are customers. And that's what
wetry to go after so as a new bank, we don't really have any loan problems, fortunately.
But we're able to go after our old customers that are still with other banks, or we can go
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after new customers being referred to us that other banks are ignoring right now because
they're basically trying to work out awork out situation.

Richard Warner:
So isthis as bad as you've seen it?

Ron Francis:
It's the worse I've seen. Almost forty years of working.

Richard Warner:
No kidding. Any sign what direction it's going.

Ron Francis:

I'm thinking this could go worse because as they continue to take in foreclosures on
homes, the builders can't sell anything, the developers cant sell lots and it's been going on
probably the latter part of 2006,

Richard Warner:

Okay that's in the home construction business and I've seen the bell curve and we still
probably have aways to go because the run up is so high, we've certainly all enjoyed that
but what about business? The impact on business, is this the same thing?

Ron Francis:

In certain cases | think you have to think not only of the construction industry but al the
related areas in the construction industry. | mean who's providing the carpet, the subs
that are providing dry wall, the subs that are doing other stuff, they're all slowing down,
which affects other businesses. Those that are in the service industry, it some what affects
them because you see so many people being laid off now, and that's having an affect.

And people are having to use their savingsin order to keep the lifestyle that they had
before. And with gas up, you're not seeing as many people going out to eat. Or you may
not see as many people going out on trips, or going to the movies so it affects an awful lot
of different areas.

Richard Warner:
Soif | cometo you and | need something for my business are the standards different than
what they were two years ago?

Ron Francis:
Probably. Maybe not the standards that | have because I've gone through this before.

Richard Warner:
What is the lesson, having gone through this?

Ron Francis:
Well | think what we say over the last few yearsisthat you have alot of bankers that
have never been through a bad time. Everything was great. And they didn't recognize the
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signs of problems coming along. And that's where somebody that's been in the business
twenty years twenty five years, if they went back tot he nineties, that's the last time the
real estate market was down. If you went in the bank in the seventies it was pretty bad
too. And so you've got to mentor those young people and say, wait a second, not
everything is good. But we also as banks had to get the money out; you know in order to
make the profit because, if you're a publicly traded company, the analyst is expecting you
to do certain things. And for instance, | looked at EXXON announced their earnings as
the largest quarterly earnings ever in the United States by a company and Exxon went
down four dollars a share because they didn't need the analyst assessment.

Richard Warner:
Y ou don't have to deal with that. Y ou just have to keep that group of investors.

Ron Francis:

| have to keep investors happy and tell them, on a quarterly basis how we're doing. How
we're growing. Are we going aong with plan? Our growth is that we bring in the deposits
first, and then we make loans. The loans will not exceed the mount of deposits we have.

Richard Warner:
Isthat unusual ?

Ron Francis:
Pretty much unusual yeah.

Richard Warner:
Because usually the loan volume is much higher?

Ron Francis:
Well the volume is much higher and you use broker deposits and we're trying not to do
broker deposits. We want to just grow with core deposits.

Richard Warner:
We've kind of touched on this. We need thirty twenty five percent in the bank if | want to
come, which | presume then do you tie that up?

Ron Francis:
Oh of course.

Richard Warner:

WEell | come to you with my twenty five percent that you're going to tie up, what are you
looking for? What do | need to do a part from that basic condition, to get the answer |
want?

Ron Francis:
We're going to want to look at the business plan where you've basically projected out
three to five years what you're planning on doing. We want to look to see performance to
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see basically when you think you'll be profitable if you're not already profitable, and how
this new dollars are going to help you continue to grow your company. And we'll be
looking at tax returns on you. We'll be looking at tax returns on the business. We'll be
looking at your own personal financial statements and kind of rolling it al together and
then we basically say yes or no and thisis how we can do it and this collateral we're
going to have to take.

Richard Warner:

There is an organization in town called TAG which is a professional group for
technology, CEOs and so forth, and they put up avery interesting survey of their senior
members. What have you learned in your career? And one of the things that came out
almost at the top of the list was, you must have a relationship with a banker. Y ou have to
have somebody who you can go to in good times and bad who can help you do this stuff.
How do you determine what's the right banker to have?

Ron Francis:

| think you just have to go to various people and sit down and talk to them to see which
one of those people that understands your business and basically can talk to you one on
one and that you feel very comfortable with telling them all your financial secrets
because that's basically what you're doing with the bank.

Richard Warner:
And that's pretty darn intimidating.

Ron Francis:

It isintimidating. Maybe it was the reason | got in banking to begin with because |
thought a banker never went out to call on anybody, they just sat behind this desk and
kind of acted like God and you could have the power say yes and no. | found very
quickly that that's not the case. | mean all bankers are sales people because we have a
product that everybody wants. It's how you package that product and how you package
the services that you're providing.

Richard Warner:

Y ou want to say yesin the right situation and people don't really realize that when they've
got their hat in their hand and their briefcase full of paper that they're kind of nervous and
embarrassed about showing you, | presume.

Ron Francis:
They are.

Richard Warner:
Okay | feel better.

Ron Francis:
And you know you got to make sure that they understand that everything’s confidential,
everything's private. Y ou go to make sure the directors who sit on the loan committee
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when you're dealing with all local people, that everybody knows each other socially, you
got to make sure that they commit that whatever they seein that room stays in that room.
That you don't go to the country club and over drink say, well Mr. Smith was in here
today and you cannot believe heis or something. Y ou know, you can't do that. Y ou've got
to keep everything in avery professional level.

Richard Warner:

I noticed Sonovis was a part of your resume. Sonovis, Columbus based, highly regarded
bank. Very impressive history of management. What did you learn working within the
Sonovis firm?

Ron Francis:

Well | learned | guess from Jimmy Blanchard and Jimmy Henson who really were the
people that got Sonovisto whereit istoday. Y ou saw atremendous team with Jimmy
Blanchard being the visionary. He was the lawyer who came in when his father died and
took over Columbus Bank and Trust at an early age. But he had to have that banker
sitting behind him that knew how to take that vision and put it in a working project or
details and cover al that stuff and that was Jimmy Henson. They made an excellent team
and they built Sonovis up to agreat place. And when had the opportunity to sell and
basically we had a two bank holding company, Randy, carol, and myself, called Merit
Holding company. We had alot of suitors back in nineteen ninety nine because Merit
Holding Company was ranked by U.S. bankers when the top five small holding
companies in the United States. Well you can imagine once that came out how many
people wanted to come buy you. But the way we looked at it, we wanted to sell to what
we thought was the best organization and an organization that would look after people
and that is Sonovis. They care about the people. That'swhere | retired from. | mean | was
Vice-Chairman of the bank in North Georgiawhich is probably the largest affiliate they
have and headquartered here in Atlanta.

Richard Warner:
But it grew, pretty much came out of no where.

Ron Francis:

Well we put six banks owned by Sonovisin there. So we went from a billion dollars to
three billion when we put Merit Holding Company in there and since then they've put
five other banks in there, and now there are seven billion dollarsin size.

Richard Warner:
And now First Landmark, you're up, you're running, you're going to be building the
building?

Ron Francis:
Matter fact, | met with the builder yesterday.
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Richard Warner:
What's the exit strategy for this? Obvioudly at this point you want to make money. Y ou
want to enjoy.

Ron Francis:

We want to make money and as of right now, there is not an exit strategy. We want to be
acommunity bank that is there a hundred years from now. And all the directors feel that
way. Now | won't say that if somebody comes along after three years when this first time
you can sell and makes an offer that we might not take it, but right now pretty much the
board has agreed that we're here to be a community bank.

Richard Warner:
Looking forward, you've aready retired once. Y ou're getting good at it. How long are
you going to do this?

Ron Francis:
When we set out, | told them | would do it for five years. And somewhere along that
period of time, | would move form the Presidency to the Chairman of the Board.

Richard Warner:
Which means you won't have to make sale calls.

Ron Francis:

No. It means I'll still be around, but not probably working eighty hours aweek. | would
bring in two people that either one could be the president. And we would watch them
over the next three or four years to see basically how the bank goes and how they do.
And both of them could actually be very good presidents.

Richard Warner:
And those people are in place?

Ron Francis:
They are in place.

Richard Warner:
Y ou have found those people and are in the process now of letting them grow as they
will.

Ron Francis:
Right and on€'sin the financial area and onesin the lending area. And | sit there and
watch what they do and try to help them and mentor them whenever | can.

Richard Warner:
A succession planning my friend. Very interesting.
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