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NATIONAL BANK

October 31, 2008

Mr. Robert E. Feldman

Executive Secretary

Federal Deposit Insurance Corporation
550 17th Street, N.W.

Washington, DC 20429

Re: Federal Deposit Insurance Corporation Notice of Proposed
Rulemaking, RIN 3064-AD35

Dear Mr. Feldman:

| am the CFO of Beach First National Bark, a $672 million community bank that
serves customers located in our tourist driven markets. Our markets are “deposit
poor” but “loan rich”. By this | mean the local deposits are not sufficient to
sustain the furding néeds of the community and also the tourism .m' ‘astructure
needs of our guests curing the tourist season. :
| agree, wuth the £ .ept of a ﬂsk Laeﬂ-d assessiment sycu-,- N0 =Ns ure those
institutior.e that are taking “excassive risks” should be charged mere. Studies
have showmrthat axcassive reliatice on "brokered deposiis” nas mcrea°ed the
Ilkellfwo.. of aloss by the FDIC i lnsurance fund oo . -
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| am suggestlng you reconsuder the use of a 10% ratlo asa “base Ime for broker
deposits to domestic deposits as well as the mclusuon of CDARS reciprocal

d@posnsin the definition of a “lnrokered” depm t.

What we call “trie brolkared” deposit is definad as a broker that |s-—pa1d- to ootaln
the funds, the bank does not have access to the names of the depositors, and is
unable to solicit the depositor for any bank services: True brokered deposits are
an alternative funding source, and at times a more cost effective funding sc’rce,
if managed correatly. -Community banks do -2t hzve as many optinin~ to- -
generate funds as our larger peers. | would nropose that a ratio of 15% would
aliow addilional fexihility for fir ancial instiLi .ns, especially those in a market like
vie gerve.

The concepts of core versus non core deposntﬂ and what is 2 "brokered deposit”
"as blurred ¢er ine years. The Bark is a new member of the Promoritory
Intarfinzr. ial Network znd ofier CDARS Raciprosal Deposits i our customias.
By reguialor, Hednition they arc "brokered deposits™. Wz seec CDARS 3s 4
deposit with ivsal customers and as a stable source of core funding. The
CDARS network allows banks, such as ours, to better serve our customer needs
boih frocm a sciety and soundness perspective, helping them with their fiduciary
iesponsibiiities, and as a tooi to anvw us to develop long term relatidnships.
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We believe the CDARS program deposits should not be deemed a brokered
deposit because they are built on established local customer relationships and
they demonstrate a high degree of “stickiness”.

It would be easy for our Bank to distinguish between CDARS deposits and
brokered deposits because we use separate accounts on our system.

In conclusion, we suggest an increase from 10 to 15% in the brokered deposit
ratio before assessing an additional premium and the exclusion of CDARS
deposits from the definition of brokered deposits. In fact, CDARS Reciprocal
deposits should not be considered brokered deposits for any purpose.

Thank you for your consideration of these comments.

Gary S. {istin
EVP and Chief Financial Officer

CC:

Sen. James DeMint
340 Russell Senate Office Building
Washington, DC 20510

Sen. Lindsey Graham
290 Russell Senate Office Building
Washington, DC 20510

Rep. Henry E. Brown, Jr.

1124 Longworth House Office Building
Washington, DC 20515
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