








Don’t Let Changes in Deferred Compensation
Rules Take You by Surprise

There are a number of employment issues that can result in
significant liability or business risk if your bank is taken by surprise.
This brief summary covers three often overlooked human resources

liability risks.

Unless you have had all compensation and benefit
Pplans and agreements reviewed for 409A compliance,
your employees conld face immediate and significant

adyerse tax consequences as of January 1, 2009.

Tax Code IRC 409A

This new tax code section, partially in effect since 2005, is currently
the most significant and potentially dangerous pitfall in employment
law. Section 409A takes full effect on January 1, 2009, and creates
complex rules governing nonqualified deferred compensation.

Section 409A is very broad. For example, it can cover agreements
to provide severance pay or benefits, bonus programs, stock
appreciation rights, supplemental retirement and medical programs
and any other compensation arrangement under which payment is
promised in one year and may be made in a later year. There are
exemptions from 409A, but they are complicated.

An employee who receives deferred compensation that does not
comply with 409A is liable for a 20 percent excise tax, but the really
dangerous part of 409A is its document compliance provisions. Once
this rule goes into effect, an employee may face immediate taxation
of noncompliant deferred compensation that has not been paid, and
it will no longer be possible to amend plans and agreements to avoid
the 20 percent excise tax penalty. The document compliance provisions
were scheduled to go into full effect on January 1, 2008, when on
October 22 the IRS announced an extension until January 1, 2009.

To summarize, your employees are already exposed to significant
liability if they receive a payment of deferred compensation that is
not in compliance with, or exempt from, Section 409A. In addition,
unless you have had all compensation and benefit plans and agreements
reviewed for 409A compliance, employees who are entitled to deferred
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compensation in the future could face significant adverse tax conse-
quences as of January 1, 2009, even if the deferred compensation is
not yet due. It is likely to be several years before the IRS fully catches
up on 409A audits, which will expose employees to additional interest
and late payment penalties.

Americans With Disabilities Act (ADA)

The ADA prohibits discrimination based on disabilities and requires
reasonable accommodation of disabilities. Claims by applicants or
employees can result in expensive, high-risk litigation. The most
common pitfall is failure to engage in the interactive process required
by the statute. The interactive process consists of meeting with the
disabled applicant or employee to discuss any proposed accommodations.
Other common mistakes include enforcement of maximum leave
of absence policies, refusing to return an employee to work unless
he or she is 100 percent healed, refusing to re-delegate nonessential
job duties, discrimination based on a history of disability, comments
indicating that the employer regards an individual as disabled when
he or she is not and failure to recognize mental disability cases.

ADA liability results when managers and supervisors don’t
understand the legal obligations and pitfalls. Training combined
with a strong HR function can help prevent that risk.

Family and Medical Leave Act (FMLA)

The FMLA covers employers with 50 or more employees. It requires
up to 12 weeks of annual unpaid leave for an employee’s or family
member’s serious health condition. Serious health condition is defined
very broadly to cover most routine illnesses and all chronic conditions.
Additionally, the 12 weeks can be taken intermittently which means
a day or an hour at a time.

FMILA liability can result whenever an employee is disciplined or
discharged for absenteeism or tardiness. A covered employee does
not have to request FMLA leave to be protected, but needs only to
inform the employer of a reason for the absence that may be covered
by the FMLA. Once that happens, it is the employer’s duty to inquire
further. Although supervisor and manager training will help, a strong
HR function is essential to minimize FMLA risk.

Warner Norcross & Judd I.LP is a firm of 200 lawyers with offices thronghont
Michigan, specializing in representing and advising financial institutions and other
business organizations, including extensive experience in all aspects of banking law and
transactions. Robert Chovanec is a partner with 30 years experience representing and
advising management in employment law matters.
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Considering an mvestment
services program?

Infinex delivers MORE.
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Welcome to our newest bank partners:
Citizens National Bank of Cheboygan
Eaton Federal Savings Bank
State Savings Bank, Frankfort
Central State Bank, Beulah
Bank of Alpena
Macatawa Bank

To find out MORE, call Susan Currier
at (517) 342-9066 or email her at
scurrier@mibankers.com.

Visit our web site at www.infinexgroup .com.

| |/l[ Infinex
——— FINANCIAL GROUP

Service Corporation

Securities offered through Infinex Investments, Inc. Member FINRA/SIPC.
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Flint Students Get Smart About Credit with
Citizens Bank and Rep. Brenda Clack

Get Smart!

This year was the American Banker
Association’s fifth anniversary for
Get Smart About Credit Day.
Twenty-six Michigan banks signed
up 300 bankers to present 300
lessons to more than 9,000 students
with the ABA. There’s still time to
register your presentation on the
ABA’s Web site to make the Get
Smart About Credit honor roll at
https://www.aba.com/perseus/
surveys/GSAC2007.htm.

Bank of Ann Arbor

Century Bank & Trust

Citizens Bank

Citizens First Savings Bank
Citizens State Bank

Comerica Bank

County National Bank

Fifth Third Bank Western Michigan
First National Bank of America
Firstbank

Firstbank-Alma (St Louis Branch)
Founders Bank & Trust
Greenville Community Bank
Hastings City Bank

Independent Bank

Lake-Osceola State Bank
Macatawa Bank

Mercantile Bank of Michigan

Old Mission Bank

0SB Community Bank

Seaway Community Bank
Signature Bank

Thumb National Bank & Trust Co.
United Bank

United Bank & Trust

West Shore Bank

Make sure to send your Get Smart
About Credit stories and photos to
Lauren Henderson at lhenderson@
mibankers.com.

www. mibankers.com

“Young people need to learn how to
make good financial decisions and develop
good savings habits,” Rep. Brenda Clack (D,
Flint) said. “We need to help them develop
better financial management decisions.”

On October 18, Citizens Bank employees
and Rep. Clack gave a Get Smart About Credit
Day presentation to Myrah Davis’ junior
and senior English class at Flint’s Schools of
Choice High School.

With help from Citizens Bank employees
Mark Flesher, regional president, and
Charlotte Edwards, community development
officer, Clack spoke on the importance of
establishing good credit. “You want to do more
than just the minimum,” she said. “You need
to establish good credit habits.”

Clack presented her own credit experiences,
sharing many personal examples. “I come
from a large family and I saw how not always
paying our bills on time affected us,” she
said. “I always pay my bills right when I get
them because having a good credit score is
very important.” Clack also shared how having
a high credit score has helped her get car
and home loans.

Students learned the definition of credit,
how to build credit, the importance of a

credit score and how to establish wants versus
needs. “I know you can be tempted by cell
phones,” Clack said. “But if you can’t afford
to pay off the bill, this affects your credit
history.”

Citizens Bank employees also taught
students the three ¢’s of banking: capital,
capacity and character. “Character is how
you have paid your bills or debts in the past,”
Flesher said. “This is the most important
aspect.”

Students learned how their credit reports
can help them get loans in the future. “Credit
reports drive the approval of a loan and also
the cost of the loan,” Flesher said. He also
stressed the importance of paying bills on
time to build good credit and making full
payments instead of minimum payments to
avoid paying interest.

Throughout the day, Citizens Bank
employees gave nine presentations to nearly
200 students at Schools of Choice High
School.

“Every family is conscious about expenditures
and knowing what they need to purchase as
opposed to what they want to purchase,”
Clack said. “We need to concern ourselves
with expenditures.” |

Pictured from left: Amy Law, Citizens Bank Mortgage Loan Originator; Mark Flesher, Citizens Bank
Regional President; Charlotte Edwards, Citizens Bank Community Development Officer; Myrah
Davis, Teacher Schools of Choice; Pete Lemmer, Citizens Bank Attorney; and Rep. Brenda Clack
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MBA Retail Lending Conference Provides

Competitive Edge

Forty-nine bankers learned the latest retail lending compliance
issues, best lending practices and emerging regulatory exam
issues September 26-28 at the MBA Retail Lending Conference
at Shanty Creek Resort Cedar River Village in Bellaire.

“Banks need to offer convenience, accessibility and delivery
in order to keep the customer satisfied and help the bank grow,”
Tom Parliament of Patliament Consulting Services, Inc. said
in his engaging presentation on new lending ideas for today’s
aggressive markets.

The conference highlighted challenges faced in today’s
competitive environment and strategies needed to meet the
varied, sophisticated demands of today’s borrower. Attendees
discussed the issues shaping the future of retail lending and
learned about new products, services and techniques available
to help improve their bank’s lending abilities.

“We need to be engaged and we need to be involved,” Craig
Goodlock, president and CEO of Farmers State Bank of

Below: Bankers break up into roundtable discussions to network with one another.

Munith, said. “We don’t eliminate risks, we manage them.
That’s what banks do.”

Goodlock shared stoties on practices and products he’s tried
at his bank and spoke about what’s been successful and unsuc-
cessful. He also shared how his bank handles lending problems
and what they’ve done to encourage more customers.

Bob Ullom of R.V. Ullom and Company gave two presentations
on retail lending best practices and calling skills for the real
world. “Sales can be a report card for service since sales is
service,” he said. “You have to ask for the business no matter
what the extent of the relationship.”

Ullom’s presentations contained information on risk
management including sound practices, policies and standards.
He gave tips on making cold calls to potential customers and
shared ideas on how banks can improve their retail lending
practices. “A good loan policy statement tells lenders and
leaders what is important in lending at your bank,” he said.
“The policy statement provides the direction and purpose of
lending activity in your bank and tells how your bank’s lending
function is to be managed.”

Dick West of Bodman LLP explained lending compliance
issues. “The use of innovative or flexible lending products to
meet credit needs of low to moderate individuals or geographies
can help your bank meet CRA expectations,” he said. West
also addressed current regulatory issues facing retail lending

Left: Craig Goodlock, President and CEO of Farmers State Bank of Munith, discusses how banks can get involved in their
community to encourage lending opportunities.




including the Bankruptcy Reform Act, new guidelines offered
by federal regulators related to home equity lines of credit
programs and stored value cards.

Bill Pilkington, senior examiner for the Federal Reserve Bank
of Chicago-Detroit Branch, discussed emerging regulatory
exam issues in retail lending, He addressed what regulators are
looking for during bank examinations and issues associated
with subprime lending.

Networking was another highlight of the conference. Bankers
were able to meet each other and discuss retail lending with
other lenders. Bankers gained valuable information by exchang-
ing ideas.

Participants were broken up into groups for roundtable
discussions. Bankers openly addressed lending problems and
issues they are facing at their bank and shared questions and
answers. “Participants were satisfied, they learned a lot of new
ideas and had the opportunity to network with their peers,”
Campbell said.

This year’s conference, filled with presentations from highly
respected speakers and bankers, offered new lending practices
and ideas. “We received excellent feedback from attendees,”
Deb Campbell, chairman of the MBA Retail Lending Committee
and VP — mortgage product and development training for
Independent Bank, said. “The speakers are highly regarded in
their profession and did a wonderful job” |

February

12 Branch Manager Certification — Session | —
MBA Education Center
13 Lending: Enhanced Ratio Analysis —
MBA Education Center
14 Lending: Structuring of Commercial Loans —
MBA Education Center
19 IRA Update — MBA Education Center
20 IRA Essentials — MBA Education Center
21 IRA Essentials — Upper Peninsula
28 Meeting the CRA Requirements —
MBA Education Center
March
4 UCC Articles 3 & 4 — MBA Education Center
5 Cash Flow Analysis for Commercial Lenders —
MBA Education Center, Lansing
11 Call Report Preparation — MBA Education Center

12-13 Bank Secrecy Act School —

MBA Education Center

17-19 Essentials of Commercial Lending School —

27

MBA Education Center

Determining Loan Loss Reserve Adequacy —
MBA Education Center

Right: Tom Parliament of Parliament Consulting Services, Inc. shares competitive lending ideas for today’s aggressive markets.

Below: Bankers discuss lending issues and problems during roundtable discussions at the MBA Retail Lending Conference.

www. mibankers.com
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The Financial Institutions
Compliance Cooperative

. Membership endorsed by the Michigan Bankers Association
the voice of the Banking Industry in Michigan

Backed by Bodman LLP

with the only banking law practice in Michigan o receive
the highest possible ranking from Chambers USA for

five consecutive years

« To find out more, contact:

Dick West Amy Durant
231-827-8008 231-827-8009
rwesti@bodmanlip.com adurantf@bodmanllp.com

l) 0 (]. 11]_ a I]_ WWW.BODMANLLP.COM

ATTORNEYS & COUNSELORS
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Byron Bank Hires New
Administrative Officer

Byron Bank, a subsidiary of OAK
Financial Corporation, is proud to an-
nounce that Melissa Covell joins the
bank as administrative officer. Covell will
provide support to the bank’s president
and executive team. In addition, she
will serve as recording secretary for the
board of directors.

Prior to joining Byron Bank, Covell
served as corporate secretary at Pavilion
Bancorp, Inc. and the Bank of Lenawee
in Adrian. She has more than 16 years of
corporate banking experience.

Fifth Third Bancorp Promotes
Ryan Lepper to Vice President

Fifth Third Bancorp is pleased to
report that its board of directors recently
promoted Ryan Lepper to vice president.

Lepper joined Fifth Third Bank in 2004
and serves as senior portfolio manager for
Fifth Third Private Bank with responsibility
for managing the investments of high net
worth individuals and institutional clients.
Lepper earned a bachelor’s degree in
business administration from Central
Michigan University and a master’s
degree in business administration from
Wayne State University.

Hanson Heads up Byron Bank s
New Training and Development
Department

Byron Bank welcomes Mary Jo Hanson
as second vice president, training and
development. Hanson will be located at
the bank’s main office in Byron Center.
Her responsibilities include the develop-
ment and design of bank-wide training
programs, on-boarding education and
employee career development coaching.

“I am very excited to be a part of this
customet-focused organization that truly
cares about their employees and customers,”
she said. “My goal is to create a training
environment for Byron Bank employees
to grow personally and professionally.”

Hanson has more than 20 years of
training design and development with
financial companies including ABN AMRO
Corporation, LaSalle Bank Midwest and
Michigan National Corporation.

Huntington Bank Recognized as
One of Nation’s Best Banks for

Small Businesses

Huntington Bank has been named
the winner of five excellence awards for
business banking customer satisfaction
and various product capabilities, based on
results of the 2007 Greenwich Associates’
Business Banking Study. Specifically,
Huntington was named a national award

winner in four categories including overall
customer satisfaction, branch services,
cash management services and online
services. It also won a Greenwich regional
award for cash management services.

Results of the study are based on
interviews with more than 30,000
business customers nationwide during
the first four months of this year.
Huntington was recognized by Greenwich
in 2005 when it previously surveyed busi-
ness customers. At that time the bank
won three awards. Huntington is one of
only 15 banks nationally to be a repeat
winner.

Community Bank in Hudsonville’s
Jeffrey Berens Attends Graduate
School of Banking

e

Jeffrey S. Berens, senior vice president
— chief lending officer of West Michigan
Community Bank in Hudsonville,
attended the sixty-third annual session of

the prestigious Graduate School of Banking
at the University of Wisconsin-Madison.
Instruction at the Graduate School of
Banking takes place during two-week
resident sessions for three consecutive
summers, along with comprehensive study
between summer resident sessions. The
curriculum focuses on the management of
strategic issues faced by banking executives.

www.mibankers.com
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Experienced.
Responsive.
Respected.

o Audit / Internal Audit / ACH Audit ¢ Sarbanes-Oxley Assistance

* Loan Review ¢ Federal and State Tax Services

* Information Technology Audits * Business Valuations

* Computer Network Design, ¢ Pension Plan Design and Audit
Implementation, and Support * Director Exams

A

ANDREWS HOUPER 5 PAVLIK F.L.C.

Crrtifird Public Accpuntants

AUBURN HILLS ¢ BAY CITY ¢ GRAND RAPIDS ¢ LANSING ¢ SAGINAW
www.ahpplc.com ¢ 888.754.8478

Q17 COURSEL Thev's what we ao,
GRI4 Dixie Hwy.
anchorville, M

48004 humpsun-helan [Eroup, Inc.

(586) 725 B402

1450 West Contral Ave,
el

Ste. 351
Toledo, OH 43606
(419) 531 5510

Where designing and building come wogether.

www. thompsonphelan.com

Looking to Sharpen Your Vision
of Check Operations?

For Your Special Prescription, Call

800.227.9593

CGreat Lakes

LAHEELE ~AME

Clearly Better Solutions.
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Byron Bank Announces the
Addition of Three New Mortgage
Lenders

Byron Bank, a subsidiary of OAK
Financial Corporation, announced the
addition of three new lenders to their
mortgage staff. Rusty Darter, Kip
Doezema and Joel VanElderen have all
been appointed as assistant vice presi-
dents for mortgage lending and will be
based out of Byron Bank headquarters
in Byron Center, Michigan.

Formerly of Heartwell Mortgage,
VanElderen and Doezema bring more
than 20 years of combined lending
experience to Byron Bank. VanElderen
holds a bachelot’s degree in business
from Calvin College, while Doezema
holds a bachelot’s degree in business
from Hope College. Darter, who began
his career with Byron Bank in 2002,
returns following positions with Inde-
pendent Bank and City Federal Mort-
gage. Darter holds a bachelor’s degree in
business administration from Calvin
College and is currently working toward
his MBA at Cornerstone University.

New Consulting Company —
Compliance Results Associates
PIIC

Mary M. Fowlie, immediate past chairman
of the MBA, who is currently serving as
a special advisor to Citizens National
Bank of Cheboygan, has recently formed
her own company, Compliance Results
Associates PLLC. Her company is a
consulting firm that provides regulatory
compliance consulting to financial
institutions and nonprofit organizations.
Fowlie specializes in community reinvest-
ment act compliance as well as lending
and deposit regulations.

Promotions Announced at
Farmers State Bank

Craig Goodlock, president and CEO of
Farmers State Bank, an independent
community bank with offices in Munith,
Stockbridge and Grass Lake, has announced
the following promotions.

Dawn Kalusha will be taking over the
responsibilities of the Stockbridge office
manager/loan officer. Kalusha is a graduate
of Chelsea High School with thirteen
years of banking experience and has
attended a number of banking related
classes and seminars.

Amy Smith has been promoted to
assistant Stockbridge office manager/
loan officer. With six years of banking
experience, Smith is a graduate of
Stockbridge High School and the Perry
School of Lending at Central Michigan
University.

Jamie Bloom has earned the title of
assistant operations officer. Bloom has
worked for Farmers State Bank for eight
years. She is a graduate of Dansville
High School and makes her home in the
Dansville area.

Dawn Harding has been promoted to
human resources/training specialist.
Harding has a Bachelor of Science degree
from Eastern Michigan University. She
also holds a Michigan Teaching Certificate.

Darlene Switzenberg has been promoted
to the Munith office manager. Switzenberg

is a graduate of Dansville High School
with eighteen years of banking experience.

Joline Williamson will become the data
processing manager. Williamson holds an

Associates Degree from Baker College
and has six years of banking experience.

IBT Bancorp, Inc. and Greenville
Community Financial Corporation
Announce Merger

IBT Bancorp, Inc. (IBT) and Green-
ville Community Financial Corporation
(GCFC) announced the signing of a
definitive agreement and plan of merger
for IBT to acquire GCFC and its subsidiary,
Greenville Community Bank (GCB), that
will make GCB a member of the IBT
family of companies and result in a
financial services holding company with
mote than $1 billion in assets and 23
banking offices. IBT is the holding
company for Isabella Bank and Trust
(IB&T) and IBT Title and Insurance
Agency, Inc. IB&T has three divisions,
Farmers State Bank of Breckenridge,
Farwell State Savings Bank, and the Isabella
Bank & Trust — Mecosta County.

Under the terms of the agreement,
GCFC will merge into IBT. Ted Kortes,
chairman of GCFC, will be named as a
member of IBT’ board of directors.

www.mibankers.com
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EXPERIENCE
OUR EXPERIENGE.

How? Through financial statement audits. Tax planning.
Internal audit. Loan review. Regulatory compliance. Mergers.
Acquisitions. IT risk and network security assessments.
Penetration testing. Employee benefits consulting.

The intended result? A more profitable bank.

Call for a complimentary consultation.
Brian Pollice 248.375.7342
Jon Chism 616.643.4023

Michael Stears 269.567.4614 CPAs / Business Advisors
plantemoran.com THRIVE.




After the bank merger transaction, GCB
will be operated as a separate division
under the name Isabella Bank and Trust
— Greenville.

Dennis P. Angner, president and CEO
of IBT said, “We are delighted to join
forces with this outstanding community-
oriented bank. The shareholders, customers
and employees of the Greenville Commu-
nity Bank will become an extremely
important part of our company, and
together we will reap the benefits of a
larger more efficient organization while
maintaining our strong commitment to
the communities we serve.”

www. mibankers.com

Huron Valley State Banfk
Celebrates Branch Grand Opening

Huron Valley State Bank celebrated
their grand opening and ribbon cutting
presentation on October 4. County
Executive, L. Brooks Patterson, performed
the honors of cutting the ribbon at the
new main branch office located at 130

South Milford Road, near the convenient
intersection of Milford and General
Motors Roads, in the heart of the Village
of Milford. ;|
Send your promotions, community outreach stories
and other newsworthy events to Lanren Henderson at
Ihenderson@mibankers.com




Committed to community

Banks are at the heart of a community’s vitality. They represent investment
and growth, and help people realize their dreams. So while banks are busy helping
their communities, we're busy helping banks, applying our deep and broad
understanding of the legal and regulatory issues facing financial institutions today.

Find out more about our Financial Services Group at www.wnj.com
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ATTORNEYS AT LAW
Serving, protecting, and strengthening businesses and communities since 1931.

Grand Rapids 616.752.2000 Muskegon 231.727.2600 Holland 616.396.9800
Southfield 248.784.5000 Lansing 517.679.7400 wnj.com
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