


TIME TO ADDRESS YOUR ESTATE PLAN

“In this world nothing can be said to

be certain, except death and taxes.”
— Benjamin Franklin, 1789

Actually, when it comes to death and
taxes, the other clear-cut certainty is
change, particularly now that a new
federal administration has assumed office.
As a result, expect changes to current
federal estate tax law. If you have a
substantial estate, now may be a good
time to review — and potentially change —
your estate plans.

Post-2001 Estate Tax Law

The 2001 tax act progressively raised the
estate tax exemption, from $1 million in
2002 to $3.5 million in 2009, sharply
reducing the number of estates that need

to pay taxes. For example, only about
38,000 estate-tax returns were filed in 2007,
compared with 49,050 in 2006, according
to the IRS.

In 2010, the federal estate tax is repealed

for a single year, before reverting in 2011

to pre-2001 levels: a $1 million exemption
and 55% maximum tax rate. While some
individuals jokingly suggest that their “estate
plan” is to pass away during 2010, the more
plausible scenario is to prepare a plan that
meets the needs of your heirs, and is based
on current and future estate tax law.

PLAN WITH AN EXPERT

Given the probable complexity of new estate tax laws, you'll want to be sure your needs are
professionally addressed. Consult with a qualified professional with estate-planning and tax expertise.

There is a tremendous
amount of public confusion
about the Troubled Asset
Relief Program (TARP)
funds and the Treasury
Departments Capital
Purchase Program (CPP). Seaside has borrowed $5.7
million as part of the CPP. Far from being a “bailout,”
the CPP is a voluntary program and an investment
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in healthy financial institutions only. The funds were

awarded to Seaside after an extensive approval process
conducted by federal banking regulators and the U.S.
Treasury Department.

In contrast to the CPP funds, the government is

also issuing TARP funds. TARP allows the Treasury
Department to purchase or insure up to $700 billion
of “troubled” assets. The Act requires financial
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Obama and Estate Taxes

During his campaign, President Obama
supported permanently keeping the estate tax at
2009 levels: a 45% maximum tax rate on estates
valued at more than $3.5 million. He also favored
making the estate tax exemption transferable from
one spouse to another, essentially doubling the
tax-exempt amount for the surviving spouse.

As the president and Congess determine future

estate tax law changes, consider the following:

* Start defining your estate plans now.
Following the 2001 tax act, many people
delayed long-range estate planning under the
false hope that estate taxes might disappear
altogether. That’s highly unlikely.

* Don'’t count on zero estate taxes in 2010.
With the size of the current budget deficit, the
2009 Congress will likely not allow billions in
potential revenue to go uncollected.

* Prepare for a revised estate tax exemption.
Whatever the future level of the estate tax
exemption, you should be prepared accordingly.
For example, if you believe your estate will be
taxable, consider setting up an irrevocable life
insurance trust to provide cash for taxes.

* Consider making gifts out of your estate.
With stock and real estate prices depressed,
now may be an ideal time to make gifts of
these assets. Any future appreciation will then
fall to the next generation.

institutions selling assets to TARP to issue equity
warrants or equity or senior debt securities (for
non-publicly listed companies) to the Treasury.

The CPP funds that we received were lent to us from
the government at a rate of 5%. This rate is much
lower than the typical cost of raising new capital.
Therefore, we felt it was financially prudent to apply
for the capital at such a low rate. We are allowed to



BOOST YOUR CONFIDENCE WITH A FINANCIAL PLAN

Looking for a silver lining in the economic
slowdown? This may be it: Americans are
saving more and paying off more debt. The
amount of money saved in short-term savings
rose 20%, retirement account investments
jumped 54%, and the amount of money used
to pay down debts rose 6% from August to
September of 2008, according to one survey.*

Consumer Prudence

This new wave of consumer prudence
breaks the belief that the U.S. had become a
nation of spenders after personal savings fell
to -0.5% in 2005 — the first time since the
Great Depression that the rate was in the red
for a year.

It also suggests that Americans are increasingly
worried. Only 26% of survey respondents
expected their financial picture to brighten in
2009, and less than one-third felt confident
about their finances. Most were concerned
about the stock market and real estate values.
Those with the rosier view had something
others lacked — a financial plan.

Find Your Silver Lining

A financial plan isn’t just an attempt to
save more and spend less. It’s a personalized
strategy for accomplishing your goals.
Formulating your plan can help you move
confidently toward financial well-being.

Your plan should include:

* A budget: Find out where your money is
going and then set limits.

* Debt repayment goals: You need some
credit to build a positive credit history, but

leverage up to 12 times our capital. Therefore, the
CPP funds are a catalyst that enables us to lend an
additional $70 million throughout the state of Florida.

During the first quarter of 2009, we have written loan
commitments in excess of $81 million. Over 78%

of our first quarter loans were for Commercial &
Industrial (C&I) purposes. These loans are typically
to professional firms that conduct their business in
owner-occupied real estate.

make sure you're not paying more fees and
interest than principal on any debt.

* Routine retirement investments: Ity to
max out your individual retirement account
(IRA) or employee 401(k) plan every year.**

* Automatic savings: Directly deposit at least
5% of your salary into a separate account.

¢ Up-to-date insurance and will: Take care
of your loved ones now and in the future.

* A second opinion: A professional financial

We continue to take advantage of the turmoil in the
financial sector, as evidenced by our double-digit
growth rate across all metrics. Loans outstanding have
grown 42%, assets 38% and deposits 38% in the first
quarter 2009, compared to year-end 2008 figures. It
appears that our growth rate will continue into the
foreseeable future. Currently, our loan pipeline exceeds
$125 million. We will continue to lend money where
it makes sense.
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planner can help ensure that your newfound
confidence is based in reality.

Call your Client Advisor for information on
direct deposit, IRAs and objective financial
counseling services.

* Source: “Consumers respond to market turmoil,” First
Command Financial Services, Oct. 28, 2008.
**You can contribute up to $5,000 to any combination of
traditional and Roth IRAs through April 15, 2010, for the
2009 tax year.

Thank you for your confidence in Seaside. We work
hard every day to earn and keep your confidence.
Please contact your Client Advisor or me if you have
any questions. You are the reason we are here.

Regards,

Gideon T. Haymaker



Mortgage Forecast

SMART MOVES TO MAKE IN 2009

2008 was not a good year in the housing
market. The word “foreclosure” dominated
the news, and even many homeowners

who were making their payments found
themselves underwater on their loans

due to falling home values. This year,
unfortunately, is not expected to be much
better. However, there are a few sunny spots
in the 2009 mortgage forecast.

Mortgage Modifications

and Refinancing

In 2009, more homeowners are expected
to refinance or modify their mortgages.

In February, President Obama proposed

a $75 billion relief plan to help lower
borrowers’” monthly payments to affordable
levels, keep them from foreclosure and
restructure mortgages.

Make Your Move

$8,000 FIRST-TIME HOMEBUYER TAX CREDIT

If you're house hunting for the first time, you may
get an extra boost this year. The government’s
new stimulus plan includes an $8,000 tax credit
for first-time homebuyers. You may qualify if you
meet the following criteria:
* Be a first-time homebuyer, or a “buyer who

has not owned a principal residence during

the three-year period prior to the purchase.”
e Purchase the home between Jan. 1 and

Dec. 1, 2009.

\

* Have a modified adjusted gross income (MAGI)
below $95,000 for an individual or $170,000 for
a married couple filing jointly.

¢ Use the home as your “main” home.

e Live in the home for at least three years after the
purchase date.

¢ Pay $80,000 or more for the home. (If the house
costs less than that, you can claim a credit for
10% of the purchase price.)
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If the plan works, more people will be able
to keep their homes. This could cause prices
to stabilize because fewer homes would be
sold at steep foreclosure discounts.

Because mortgage rates are at historic lows,
many homeowners are expected to refinance
in 2009. Some may be looking to get away
from an adjustable-rate mortgage and into

a fixed rate, while others might just want

to take advantage of lower rates. If you are
interested in refinancing your mortgage,
visit the experienced mortgage professionals
at Seaside. We can help you decide if
refinancing is right for you.

New Homebuyers Jumping

Into the Market

With rates as low as they are, and home prices
at affordable levels, the mantra is “now is a
great time to buy a house.” In 2009, many
may heed this advice. New homebuyers are
expected to enter the market in 2009, but
lenders are enforcing stricter qualification
guidelines. A qualified buyer will likely
need a high credit score and a down

payment in order to get a mortgage.
At Seaside we can help you run the
numbers and see if buying a home
is in your future.

e ©

LENDER






