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PART I. FINANCIAL INFORMATION
Forward-Looking Statements

This document may contain forward-looking statera@uincerning projections of revenues, income, egeper share, capital expenditures,
dividends, capital structure, or other financiahits, concerning plans and objectives of managefaefiture operations, concerning future
economic performance, or concerning any of theraptions underlying or relating to any of the forggp Forward-looking statements can be
identified by the fact that they do not relatedlyito historical or current facts, and may in@utie words “believes”, “plans”, “intends”,
“expects”, “anticipates”, “forecasts” or words afrslar meaning. While we believe that our forwaabking statements and the assumptions
underlying them are reasonably based, such statsraed assumptions are by their nature subjedsks and uncertainties, and thus could |
prove to be inaccurate or incorrect. Accordinghtual results could materially differ from projemts for a variety of reasons, to include, but
not limited to: the impact of local, national, ainternational economies and events (including reidisasters such as wildfires, tsunamis and
earthquakes) on the Company’s business and opesaditd on tourism, the military, and other majaiuistries operating within the Hawaii
market and any other markets in which the Compam®s dusiness; the impact of regulatory actiongierCompany including the Bank MOU
(as defined below) which replaced the Consent Q@edefined below) by the Federal Deposit Insugaarporation and the Hawaii Division
of Financial Institutions and the BSA MOU (as definbelow); the impact of legislation affecting thenking industry (including the
Emergency Economic Stabilization Act of 2008 arel Brodd-Frank Wall Street Reform and Consumer Prioteéct); the impact of
competitive products, services, pricing, and ott@npetitive forces; movements in interest ratesn Idelinquency rates and changes in asset
quality; volatility in the financial markets andaertainties concerning the availability of debequity financing; and a general deterioration or
malaise in economic conditions, including the coméid destabilizing factors in the financial indysind continued deterioration of the real
estate market, as well as the impact of level®sasumer and business confidence in the state efdbieomy and in financial institutions in
general and in particular our bank. For furtheoinfation on factors that could cause actual resoltsaterially differ from projections, please
see the Company’s publicly available Securities Brchange Commission filings, including the Comparsorm 10-K for the last fiscal year
and the Company’s Form 10-Q for the last fiscalrtpraThe Company does not update any of its fodvaoking statements.




CENTRAL PACIFIC FINANCIAL CORP. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

(Unaudited)
June 30, December 31
2011 2010
(Dollars in thousands)
Assets
Cash and due from ban $ 68,98¢ $ 61,72¢
Interes-bearing deposits in other bar 384,47 729,01
Investment securitie:
Available for sale, at fair valt 1,400,38I 702,51
Held to maturity (fair value of $1,631 at Jurz 2011 and $2,913 at December 31, 2( 1,57¢ 2,82¢
Total investment securiti 1,401,95! 705,34!
Loans held for sal 22,29( 69,74¢
Loans and leas¢ 2,046,74 2,169,44.
Less allowance for loan and lease los 166,93: 192,85
Net loans and leases 1,879,81. 1,976,59!
Premises and equipment, | 54,70: 57,39(
Accrued interest receivab 11,71: 11,27¢
Investment in unconsolidated subsidial 13,47 14,85¢
Other real estat 42,86 57,501
Other intangible asse 43,52¢ 44,63¢
Bank-owned life insuranc 142,98( 142,29¢
Federal Home Loan Bank sto 48,79 48,79
Income tax receivabl 2,40( 2,22
Other assets 13,75 16,64
Total assets $ 4,131,73 $  3,938,05:
Liabilities and Equity
Deposits:
Noninteres-bearing deman $ 687,46( $ 611,74«
Interes-bearing deman 521,04 639,54¢
Savings and money marl 1,115,33 1,089,811
Time 906,46t 791,84
Total deposit 3,230,32 3,132,94
Shor-term borrowings 1,38¢ 202,48(
Long-term debt 409,07¢ 459,80:
Other liabilities 57,17¢ 66,76¢
Total liabilities 3,697,95! 3,861,99
Equity:
Preferred stock, no par value, authorized 1@@shares; issued and outstanc
none at June 30, 2011 and 135,000 sharescaniber 31, 201 - 130,45¢
Common stock, no par value, authorized 185,@Dghares, issued and outstanc
41,738,830 shares at June 30, 2011 and DB2ghares at December 31, 2| 784,20° 404,16°
Surplus 64,35( 63,30¢
Accumulated defici (420,569 (517,31¢)
Accumulated other comprehensive | (4,206 (14,565
Total shareholders' equ 423,78 66,052
Non-controlling interest 9,99: 10,00:
Total equity 433,77 76,05¢
Total liabilities and equity $ 4,131,73. $  3,938,05.

See accompanying notes to consolidated financaatstents
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CENTRAL PACIFIC FINANCIAL CORP. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS

(Unaudited)
Three Months Ended June 30 Six Months Ended June 30
(Amounts in thousands, except per share data) 2011 2010 2011 2010
Interest income
Interest and fees on loans and le: $ 26,46: $ 35,78t $ 55,03C $ 73,10(
Interest and dividends on investment securi
Taxable interes 7,241 3,65°¢ 12,46: 11,75¢
Tar-exempt interes 17¢ 19C 368 70E
Dividends - 2 3 5
Interest on deposits in other banks 30C 467 68¢ 797
Total interest income 34,18¢ 40,10( 68,54° 86,36
Interest expens¢
Interest on deposit
Demanc 161 25C 293 50€
Savings and money mart 50C 1,487 1,23: 3,13¢
Time 1,902 3,80¢ 4,27¢ 7,78¢
Interest on shc-term borrowings - 30€ 204 49t
Interest on long-term debt 2,64: 5,052 5,35¢ 10,16¢
Total interest expense 5,20t 10,90« 11,367 22,09¢
Net interest incom 28,97¢ 29,19¢ 57,18( 64,26
Provision (credit) for loan and lease losses (8,784) 20,41: (10,359 79,24¢
Net interest income (loss) after provisionlfsan and lease losses 37,76 8,78¢ 67,53¢ (14,989
Other operating incomt
Service charges on deposit accot 2,44¢ 2,982 5,06: 6,18¢
Other service charges and fi 4,444 3,85( 8,50z 7,33¢
Income from fiduciary activitie 73¢ 811 1,50( 1,622
Equity in earnings of unconsolidated subsidia 38 10z 16E 131
Fees on foreign exchan 14¢ 17¢ 28¢€ 331
Investment securities gai 261 - 261 831
Loan placement fee 82 92 184 177
Net gain on sales of residential lo: 1,00 1,332 3,20 3,271
Income from bar-owned life insuranc 98C 1,89(C 2,17C 3,07¢
Other 79C 1,50% 2,10% 2,534
Total other operating income 10,937 12,737 23,437 25,50
Other operating expens
Salaries and employee bene 15,44: 14,40¢ 30,47 29,24
Net occupanc 3,41( 3,31C 6,76¢ 6,607
Equipmen 1,15¢ 1,30¢ 2,28¢ 2,782
Amortization of other intangible assi 1,62¢ 1,581 3,17¢ 2,98¢
Communication expen: 922 84¢ 1,80: 2,05¢
Legal and professional servic 3,59 5,41¢ 6,052 11,06¢
Computer software expen 92¢ 8732 1,812 1,77¢
Advertising expens 83C 764 1,66¢ 1,60:
Goodwill impairmen - - - 102,68¢
Foreclosed asset expet (791) 402 1,451 5,93t
Write down of asset 3,09( 16€ 4,65¢ 94C
Other 10,28: 8,55¢ 17,98¢ 19,15
Total other operating expense 40,48¢ 37,62¢ 78,12¢ 186,84:
Income (loss) before income ta 8,211 (16,109 12,85( (176,329
Income tax expense - - - -
Net income (loss 8,211 (16,105 12,85( (176,329
Preferred stock dividends, accretion of discourt
conversion of preferred stock to common stock - 2,09¢ (83,897) 4,17(
Net income (loss) available to common shamds! $ 8,211 $ (18,20) $ 96,747 $ (180,499
Per common share da
Basic earnings (loss) per sh $ 02 $ (12.0) $ 32z % (119.19
Diluted earnings (loss) per shi 0.2C (12.09) GLIIE (119.19)
Shares used in computatic
Basic share 40,70( 1,51¢ 30,05¢ 1,51«
Diluted share 41,07¢ 1,51¢ 30,73¢ 1,51«

See accompanying notes to consoliddinancial statements
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CENTRAL PACIFIC FINANCIAL CORP. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)

Cash flows from operating activitie

Net income (loss

Adjustments to reconcile net income (loss) to resthcprovided by operating activitie
Provision (credit) for loan and lease los
Depreciation and amortizatic
Goodwill impairment
Write down of assel
Write down of other real estate, net of gain oe
Amortization of other intangible ass¢
Net amortization of investment securit
Share-based compensatic
Net gain on investment securiti
Net change in trading securiti
Deferred income tax expen
Net gain on sales of residential lo:
Proceeds from sales of loans held for ¢
Originations of loans held for se
Equity in earnings of unconsolidated subsidia
Increase in cash surrender value of l-owned life insuranc
Decrease (increase) in income tax receiv.
Net change in other assets and liabilities

Net cash provided by operating activities

Cash flows from investing activitie
Proceeds from maturities of and calls on investnsentrrities available for sa
Proceeds from sales of investment securities avaifar sale
Purchases of investment securities available fier
Proceeds from maturities of and calls on investnsentrities held to maturi
Net loan principal repaymen
Proceeds from sales of loans originated for invest:
Proceeds from sale of other real es
Proceeds from ba-owned life insuranc
Purchases of premises and equipn
Distributions from unconsolidated subsidiar
Contributions to unconsolidated subsidiaries

Net cash provided by (used in) investing activities

Cash flows from financing activitie
Net increase (decrease) in depo
Proceeds from lor-term debt
Repayments of lor-term debt
Net decrease in sh-term borrowings
Net proceeds from issuance of common stock and stpiton exercise
Other, net

Net cash provided by (used in) financing activities

Net increase (decrease) in cash and cash equis
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period

Supplemental disclosure of cash flow informati
Cash paid during the period fc
Interest
Income taxe:
Cash received during the period f
Income taxe:
Supplemental disclosure of noncash investing amhfiing activities
Net change in common stock held by directors' detecompensation ple
Net reclassification of loans to other real es
Net transfer of loans to loans held for s
Net transfer of investment securities availables@le to trading
Dividends accrued on preferred stc
Accretion of preferred stock discot
Preferred stock and accrued unpaid dividends coedéo common stoc
Common stock received in exchange for preferrecksamd accrued unpaid dividen

See accompanying notes to consolidated financaéstents
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Six Months Ended June 30

2011 2010
(Dollars in thousands)

12,85( $ (176,329
(10,359 79,24¢
3,47: 3,93¢

- 102,68¢

4,65t 94C
(1,599 5,93t
3,17¢ 2,98¢
3,137 1,001
1,04: (232
(267) (831

- 25,217

- 2,43¢

(3,207) (3,277)
307,95¢ 481,09:
(292,59) (440,279
(165) (131
(842) (2,789
77 862
644 88¢
27,73: 83,37¢
182,91! 203,33"
5,32¢ 439,43
(877,801) (173,559
1,24( 954
102,59¢ 218,97¢
26,72: 56,60¢
24,72¢ 14,04(
15€ 2,06¢
(784) (85€)
522 714
- (227)
(534,38)) 761,48¢
97,37: (360,349

- 50,00(
(50,447) (65,572)
(201,099 (40,729
323,53 -
- 73
169,37 (416,567)
(337,279) 428,30t
790,73¢ 488,36
453,46 $ 916,67:
11,54¢ % 21,92:

8 -

- 1,06¢

16 $ 6

8,481 26,78¢
1,25¢ 26,43¢

- 49,12¢

96¢ 3,50¢

204 66€
142,98¢ -
56,20 -




CENTRAL PACIFIC FINANCIAL CORP. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

1. BASIS OF PRESENTATION

The accompanying unaudited consolidated finantééments of Central Pacific Financial Corp. antssliaries (herein referred to as the
“Company,” “we,” “us” or “our”) have been prepara@daccordance with U.S. generally accepted accogmgiinciples (“GAAP”) for interim
financial information and with the instructionsform 10-Q and Rule 10-01 of Regulation S-X. Accogtly, certain information and footnote
disclosures normally included in financial statetseprepared in accordance with GAAP have been cwsdkor omitted pursuant to such rules
and regulations. These interim condensed conselidatancial statements and notes should be reaonjunction with the Company’s
consolidated financial statements and notes théitetbon Form 10-K for the fiscal year ended Debem31, 2010. In the opinion of
management, all adjustments necessary for a fageptation have been made and include all norroatniag adjustments. Interim results of
operations are not necessarily indicative of resiltbe expected for the year.

As discussed in our 2010 Form 10-K and our indepenhduditor’s report dated February 9, 2011, atithe of the filing of our 2010 Form 10-
K, there was substantial doubt about our abilitgdgatinue as a going concern. Since the filinguof2010 Form 10-K, we have completed a
number of significant milestones as part of oubweey plan, including the completion of a $325 moill capital raise in February 2011 (the
“Private Placement”) and a $20 million common stagkts offering. Upon completion of these milestenwhich are described more fully in
Note 11, there is no longer substantial doubt abaugbility to continue as a going conce

2. REGULATORY MATTERS

In May 2011, the regulatory Consent Order (the “§&ort Order”) that Central Pacific Bank (“the bak™our bank”) entered into with the
Federal Deposit Insurance Corporation (the “FDI&1) the Hawaii Division of Financial Institutiorthé “DFI”) on December 9, 2009 was
lifted. In place of the Consent Order, the Boardogctors of the bank entered into a Memorandurdmderstanding (the “Bank MOU”) with
the FDIC and DFI effective May 5, 2011. The Bank M@ontinues a number of the same requirementsqushji required by the Consent
Order, including the maintenance of an adequatsvalthce for loan and lease losses, improvementrodsaet quality, limitations on credit
extensions, maintenance of qualified managementhegrohibition on cash dividends to Central Radifnancial Corp. (“CPF")among othe
matters. In addition, the Bank MOU requires thekbtanfurther reduce classified assets below thellpreviously required by the Consent
Order. The Bank MOU lowers the minimum leverageitehpatio that the bank is required to maintaionfr 10% in the Consent Order to 8%
and does not mandate a minimum total risk-baseiataatio.

In addition to the Bank MOU, the Company continteebe subject to a Written Agreement (the “Agreetf)enith the Federal Reserve Bank
San Francisco (the “FRBSFand DFI dated July 2, 2010, which superseded iarntsety the Memorandum of Understanding thatGbenpan:
entered into on April 1, 2009 with the FRBSF and.D¥mong other matters, the Agreement provides timé¢ss we receive the consent of the
FRBSF and DFI, we cannot: (i) pay dividends; @geive dividends or payments representing a reztuati capital from Central Pacific Bank;
(iii) directly or through any non-bank subsidiarieake any payments on subordinated debenturesstpreferred securities; (iv) directly or
through any non-bank subsidiaries incur, increasguarantee any debt; or (v) purchase or redeenslaanes of our stock. The Agreement also
requires that our Board of Directors fully utilitee Company’s financial and managerial resourcesnisure that the bank complies with the
Bank MOU and any other supervisory action taketheybanks regulators. We were also required to submitécRRBSF an acceptable cag
plan and cash flow projection.

On February 9, 2011, the bank entered into a sepitamorandum of Understanding (the “BSA MOU”) witte FDIC and DFI relating to
compliance with the Bank Secrecy Act (the “BSA hdér the BSA MOU, we are required to (i) fully cagnpith the BSA and anti-money
laundering requirements, (ii) implement a planriswe such compliance, including improving and riziving an adequate system of internal
controls, bolstering policies on customer due ditige, providing for comprehensive independentrtggt validate compliance and maintain
an adequate compliance staff, (iii) correct allidehcies identified by our regulators and (iv) yide them with progress reports.




Even though the Consent Order has been replactteliank MOU, the bank remains subject to a nurobegquirements as described above.
We cannot assure you whether or when the Compathyhanbank will be in full compliance with the agmeents with the regulators or whether
or when the Bank MOU, the Agreement or the BSA M@l be terminated. Even if terminated, we mayl 4@ subject to other agreements
with regulators that restrict our activities andynadso continue to impose capital ratios requiretsiehhe requirements and restrictions of the
Bank MOU, the Agreement and the BSA MOU are judiigianforceable and the Company or the bank'saita comply with such
requirements and restrictions may subject the Compad the bank to additional regulatory restricsiincluding: the imposition of a new
consent order, the imposition of civil monetary giéies; the termination of insurance of deposhs;issuance of removal and prohibition or
against institution-affiliated parties; the appaieit of a conservator or receiver for the bank;jsheance of directives to increase capital or
enter into a strategic transaction, whether by reog otherwise, with a third party, if we agaill feelow the capital ratio requirement; and the
enforcement of such actions through injunctiongestraining orders.

3. RECENT ACCOUNTING PRONOUNCEMENTS

In July 2010, the Financial Accounting Standardaf8dssued Accounting Standards Update (“ASU”) 2@00Receivables (Topic 310),
Disclosures about the Credit Quality of Financingd@ivables and the Allowance for Credit Los. This ASU requires a greater level of
disaggregated information about the credit qualftioan and leases and the allowance for loan easel losses. This ASU also requires
additional disclosures related to past due infolmmatredit quality indicators and information redd to loans modified in a troubled debt
restructuring. We adopted this ASU effective Japdar2011 and the adoption of this statement dichawe a material impact on our
consolidated financial statements.

4. INVESTMENT SECURITIES

A summary of available for sale and held to magurivestment securities are as follows:

Gross Gross
Amortized unrealized unrealized Estimated
cost gains losses fair value

(Dollars in thousands)
June 30, 2011
Available for Sale

U.S. Government sponsored entities debt sees $ 382,777 $ 2,03: % (30) $ 384,78(
States and political subdivisio 12,44: - - 12,44
U.S. Government sponsored entities mort-backed securitie 990,01¢ 13,34« (1,21¢) 1,002,141
Nor-agency collateralized mortgage obligati 17 - - 17
Other 972 22 - 994

Total $ 1,386,22 $ 15,39¢ $ (1,24¢) $ 1,400,38!

Held to Maturity
U.S. Government sponsored entities mort-backed securitie $ 1,57¢ $ 53 $ - $ 1,631

December 31, 201!
Available for Sale

U.S. Government sponsored entities debt seesi $ 202,19: $ 306 $ 643 $ 201,85!
States and political subdivisio 12,61¢ - - 12,61¢
U.S. Government sponsored entities mort-backed securitie 483,64 6,65: (3,336 486,96
Nor-agency collateralized mortgage obligatit 17 - - 17
Other 1,057 5 - 1,067

Total $ 699,53: $ 6,96/ $ (3,979 $ 702,51

Held to Maturity

States and political subdivisio $ 50C $ 4 $ - $ 504
U.S. Government sponsored entities mortgagedahskcurities 2,32¢ 81 - 2,40¢

Total $ 2,82¢ $ 85 $ - $ 2,91




The amortized cost and estimated fair value ofstment securities at June 30, 2011 by contractafdinity are shown below. Expected
maturities will differ from contractual maturitié®cause issuers may have the right to call or grepbgations with or without call or

prepayment penalties.

Available for Sale

June 30, 2011

Amortized

Estimated
Cost Fair Value

(Dollars in thousands)

Due in one year or le $ 15,197 $ 15,21
Due after one year through five ye 373,31} 375,30:
Due after five years through ten ye 1,467 1,467
Due after ten yeal 5,241 5,241
Mortage-backed securitie 990,01¢ 1,002,141
Other 98¢ 1,017

Total $ 1,386,22 $ 1,400,38!

Held to Maturity

Mortage-backed securitie $ 157¢ $ 1,631

We sold certain available for sale investment séearduring the three months ended June 30, 261drbss proceeds of $5.3 million. We did
not sell any available for sale securities durimgfirst quarter of 2011. Gross realized gainslaasles on the sales of the available for sale
investment securities during the three months edded 30, 2011 were $0.3 million and nil, resp&tyivThe specific identification method
was used as the basis for determining the codt séeurities sold.

As part of our recovery plan, we sold certain alz@ for sale investment securities during the fiedf of 2010 for gross proceeds of $439.4
million. We did not sell any available for sale @#ment securities during the second quarter 0d 2Gtoss realized gains and losses on the
sales of the available for sale investment seegriiiuring the six months ended June 30, 2010 v@&6erfiillion and $8.8 million, respectively.

Investment securities of $861.1 million and $61Bi8lion at June 30, 2011 and December 31, 201@ews/ely, were pledged to secure public
funds on deposit, securities sold under agreememepurchase and other long-term and short-tenmotmings. None of these securities were
pledged to a secured party that has the rightlt@seepledge the collateral as of the same period

Provided below is a summary of the 11 and 18 imaest securities which were in an unrealized losstjpm at June 30, 2011 and
December 31, 2010, respectively.

Less than 12 months 12 months or longer Total
Fair Unrealized Fair Unrealized Fair Unrealized
Description of Securities Value Losses Value Losses Value Losses
(Dollars in thousands)

At June 30, 2011
U.S. Government sponsored entil

debt securitie $ 29,81 $ (30 $ - $ - $ 2981 % (30
U.S. Government sponsored enti

mortgag-backed securitie 167,11: (1,216) - - 167,11; (1,216

Total temporarily impaired securities $ 196,920 $ (1,24¢) $ - 8 - $ 196,92 $ (1,246
At December 31, 201(
U.S. Government sponsored enti

debt securitie $ 8397 $ (643 $ - $ - $ 8397 % (643
U.S. Government sponsored enti

mortgag-backed securitie 194,75t (3,33¢6) - - 194,75t (3,336
Non-agency collateralized mortgage obligatit 17 - - - 17 -

Total temporarily impaired securities $ 278,74t $ (3,979 $ - 3 - $ 278,74t $ (3,979




Unrealized losses for all investment securitiesravgeewed to determine whether the losses are déotieer-than-temporary

impairment” (“OTTI"). Investment securities are &vated for OTTI on at least a quarterly basis amdenfrequently when economic or market
conditions warrant such an evaluation to determihether a decline in their value below amortizest ¢é® other-than-temporary. In conducting
this assessment, we evaluate a number of factolkgding, but not limited to:

« The length of time and the extent to which faiueahas been less than the amortized cost |

« Adverse conditions specifically related to the siguan industry, or a geographic area,

« The historical and implied volatility of the faialue of the security;

« The payment structure of the debt security andikleéhood of the issuer being able to make payrsent
« Failure of the issuer to make scheduled intereptiacipal payments;

« Any rating changes by a rating agency; and

« Recoveries or additional decline in fair value sdugent to the balance sheet date.

The term “other-than-temporary” is not intendedntdicate that the decline is permanent, but inéahat the prospects for a near-term
recovery of value are not necessarily favorableéhat there is a general lack of evidence to suppogalizable value equal to or greater thal
carrying value of the investment. Once a declinedilue is determined to be other-than-temporasy vtilue of the security is reduced and a
corresponding charge to earnings is recognizedriticipated credit losses.

The declines in market value were primarily atttéle to changes in interest rates and disruptiotise credit and financial markets. Because
we have no intent to sell securities in an unredlilpss position and it is not more likely than thatt we will be required to sell such securities
before recovery of its amortized cost basis, waakconsider these investments to be other-thapdesnily impaired.

5. LOANS AND LEASES

Loans and leases, excluding loans held for salesisted of the following:

June 30, December 31

2011 2010

(Dollars in thousands)
Commercial, financial and agricultur $ 198,000 $ 207,90(

Real estate

Constructior 241,75: 314,53(
Mortgage- residentia 761,99¢ 747,87(
Mortgage- commercia 714,30¢ 761,71(
Consume 110,94¢ 112,95(
Leases 22,53t 28,16
2,049,54! 2,173,12.
Unearned incom (2,799 (3,679
Total loans and leases $ 2,046,74 $ 2,169,44.

During the six months ended June 30, 2011, we feanesl one loan, which was non-performing, withaarging value of $1.3 million, to the
held-for-sale category. No loans were purchasehguihe six months ended June 30, 2011. Duringithenonths ended June 30, 2010, we
transferred loans with a carrying value of $26.4iaom, to the held-for-sale category and sold pditf loans with a carrying value of $49.3
million. No loans were purchased during the six therended June 30, 2010.
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The following table presents by class, the balandke allowance for loan and lease losses andettwrded investment in loans and leases
based on the Company’s impairment measurement hethof June 30, 2011:

Allowance for loan and lease loss
Ending balance attributable to loa
Individually evaluated for impairme
Collectively evaluated for impairment

Unallocated

Total ending balance

Loans and lease

Individually evaluated for impairme
Collectively evaluated for impairment

Unearned income

Total ending balance

Commercial, Real estate
financial & Mortgage - Mortgage -
ﬂricultural Construction  residential commercial Consumer Leases Total
(Dollars in thousands)
$ 105 $ 5,92¢ $ 5% 59¢€ $ = -3 6,632
12,52: 46,56+ 28,42 65,03° 2,971 787 156,30:.
12,627 52,49( 28,42¢ 65,63: 2,971 787 162,93:
4,00(
$ 12,627 $ 52,49( $ 28,42¢ $ 65,63 $ 2,971 787 $ 166,93:
$ 35€ $ 129,26¢ $ 59,28¢ $ 18,137 $ - - $ 207,05:
197,65 112,48 702,70¢ 696,16¢ 110,94t 22,53t 1,842,49.
198,00° 241,75: 761,99¢ 714,30t 110,94t 22,53t 2,049,54!
96 (28€) (1,24¢) (1,359 - - (2,79¢)
$ 198,10. $ 241,46 $ 760,74¢ $ 712,94 $ 110,94t 22,53 $ 2,046,74
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The following table presents by class, loans irdliaily evaluated for impairment as of June 30, 28id December 31, 2010:

Unpaid
Principal Recorded Allowance
Balance Investment Allocated

(Dollars in thousands)
June 30, 2011
With no related allowance recorde

Real estate
Constructior $ 105,06: $ 81,07¢ $ -
Mortgage- residentia 67,41¢ 59,20¢ -
Mortgage - commercial 8,64( 8,64( -
Total impaired loans with no related allowamecorded 181,12: 148,92 -

With an allowance recorde

Commercial, financial & agricultur: 1,05¢ 35€ 10&

Real estate
Constructior 92,85« 48,19: 5,92¢
Mortgage- residentia 81 81 5
Mortgage- commercia 11,22 9,491 59¢€
Total impaired loans with an allowance reeard 105,21: 58,121 6,632
Total $ 286,33! $ 207,05. $ 6,63-

December 31, 201!
With no related allowance recorde

Real estate
Constructior $ 112,67 $ 85,57, $ -
Mortgage- residentia 66,20: 58,33: -
Mortgage - commercial 10,917 10,91% -
Total impaired loans with no related allowamecorded 189,79! 154,82! -

With an allowance recorde

Commercial, financial & agricultur: 1,18¢ 48t 81

Real estate
Constructior 104,42¢ 59,38¢ 18,19°
Mortgage- residentia 3,681 3,25¢ 89
Mortgage- commercia 7,74¢€ 7,08¢ 1,15¢
Total impaired loans with an allowance reeard 117,04( 70,21: 19,52¢
Total $ 306,83! $ 225,03 $ 19,52¢

The average recorded investment in impaired loas$206.6 million and $214.2 million during theetdrand six months ended June 30, 2011,
respectively. Interest income recognized on impblioans was $0.3 million and $0.6 million during tiiree and six months ended June 30,
2011, respectively.
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The following table presents by class, the recoidedstment in nonaccrual loans and accruing lakstisquent for 90 days or more as of June
30, 2011 and December 31, 2010:

Accruing loans
delinquent for 90
Nonaccrual days or more

(Dollars in thousands)

June 30, 2011

Commercial, financial & agricultur: $ 57¢ $ -
Real estate
Constructior 129,27! -
Mortgage- residentia 58,20 -
Mortgage- commercia 18,42¢ -
Consumer - 4
Total $ 206,48" $ 4
December 31, 201!
Commercial, financial & agriculturs $ 98z $ i
Real estate
Constructior 182,07: 6,55(
Mortgage- residentia 47,56( 1,80(
Mortgage- commercia 14,46¢ -
Consume 22t 181
Total $ 24530: $ 8,531

For all loan types, the Company determines delinquetatus by considering the number of days fajyirpents required by the contractual
terms of the loan are past due. The following taipesents by class, the aging of the recorded imerd in past due loans and leases as of June
30, 2011 and December 31, 2010:

30-59 Days 60-89 Days Greaterthan90 Nonaccrual Total Loans & Leases
Past Due Past Due Days Past Due Loans Past Due Not Past Due Total

(Dollars in thousands)

June 30, 2011

Commercial, financial & agricultur: $ 197 $ 274 $ - $ 57¢ $ 1,04¢ $ 197,05¢ $ 198,10:
Real estate
Constructior - 127 - 129,27! 129,40:. 112,06! 241,46
Mortgage- residentia 181 1,42¢ - 58,20: 59,80¢ 700,94( 760,74¢
Mortgage- commercia - 71¢ - 18,42¢ 19,14 693,80( 712,94
Consume 42¢ 10¢ 4 - 542 110,40« 110,94t
Leases 2 1C - - 12 22,52¢ 22,53t
Total $ 80¢ $ 2,665 $ 4 $ 206,48' $ 209,96 $ 1,836,78 $ 2,046,74
December 31, 201!
Commercial, financial & agricultur: $ 49t $ 252 $ - $ 98z $ 1,72¢ $ 206,25 $ 207,98(
Real estate
Constructior 12,55: 11¢€ 6,55( 182,07: 201,29: 112,49: 313,78!
Mortgage- residentia 4,18: 7,494 1,80( 47,56( 61,037 685,22: 746,26.
Mortgage- commercia 27% 3,16¢ - 14,46¢ 17,90¢ 742,40( 760,30¢
Consume 62C 444 181 22t 1,47(C 111,47¢ 112,94¢
Leases 10C - - - 10C 28,06: 28,16:

Total $ 18,22: $ 11,477 $ 8,531 $ 24530: $ 283,53 $ 1,885,911 $ 2,169,44.
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Restructured loans included in nonperforming assedsine 30, 2011 consisted of 116 Hawaii residemtortgage loans with a combined
principal balance of $47.6 million, seven Hawainstuction and development loans with a combindntjgal balance of $37.2 million, and
one Hawaii commercial loan with a principal balan€&0.4 million. Concessions made to the origowitractual terms of these loans
consisted primarily of the deferral of interest &mgrincipal payments due to deterioration in bloerowers’ financial condition. The principal
balances on these restructured loans were matndédran default at the time of restructure andhage no commitments to lend additional
funds to any of these borrowers. There were $1lBomiof restructured loans still accruing interastilune 30, 2011, none of which were more
than 90 days delinquent. At December 31, 2010ethare $14.2 million of restructured loans stibaing interest, including two residential
mortgage loans totaling $0.8 million that were mitran 90 days delinquent.

The Company categorizes loans and leases intaaiglgories based on relevant information aboualtiéy of borrowers to service their debt
such as: current financial information, historipayment experience, credit documentation, pubfimrmation, and current economic trends,
among other factors. The Company analyzes loanseaseds individually by classifying the loans agades as to credit risk. This analysis
includes loans and leases with an outstanding balgreater than $0.5 million or $1.0 million, degieig on loan type, and non-homogeneous
loans and leases, such as commercial and commeralastate loans. This analysis is performed guaaterly basis. The Company uses the
following definitions for risk ratings:

Special Mention.Loans and leases classified as special mentiore still adequately protected by the borrower’sizd@dequacy
and payment capability, exhibit distinct weakentrends and/or elevated levels of exposure to eateonditions. If left unchecked or
uncorrected, these potential weaknesses may iagigteriorated prospects of repayment. These expssequire management’s
close attention so as to avoid becoming undue watnanted credit exposures.

Substandard.Loans and leases classified as substandard arequatdly protected by the borrower’s current finanoondition and
payment capability or of the collateral pledgednfy. Loans and leases so classified have a wiHetbweakness or weaknesses that
jeopardize the orderly repayment of debt. Theycharacterized by the distinct possibility that baak will sustain some loss if the
deficiencies are not corrected.

Doubtful. Loans and leases classified as doubtful have alaknesses inherent in those classified as swlasth with the added
characteristic that the weaknesses make collectiamnderly repayment in full, on the basis of cuatrexisting facts, conditions and
values, highly questionable and improbable. Podsiloif loss is extremely high, but because of agrimportant and reasonably
specific factors that may work to the advantage strehgthening of the exposure, its classificadieran estimate loss is deferred until
its more exact status may be determined.

Loss.Loans and leases classified as loss are consitietezinon-collectible and of such little value ttrair continuance as bankable
assets is not warranted. This does not mean tihnehlasabsolutely no recovery value, but rather iigither practical nor desirable to
defer writing off the loan, even though partialoeery may be obtained in the future. Losses arenték the period in which they
surface as uncollectible.
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Loans and leases not meeting the criteria abovetbaanalyzed individually as part of the procdsscribed above are considered to be pass
rated loans and leases. Loans and leases listeat asted are either less than $0.5 million oriackuded in groups of homogeneous loan pools.
The following table presents by class and crediiciator, the recorded investment in the Comparogs$ and leases as of June 30, 2011 and
December 31, 2010:

Less:
Special Unearned
Pass Mention Substandarc Doubtful Loss Not Rated Income Total

(Dollars in thousands)
June 30, 2011
Commercial, financia

& agricultural $ 113,02°$ 8,987 $ 16,87¢ $ -$ -$ 5911° % (96) $ 198,10:
Real estate

Constructior 55,50: 14,08¢ 166,08( - - 6,087 28¢€ 241,46°

Mortgage- residentia 67,981 11,70¢ 64,01¢ - - 618,29( 1,24¢ 760,74¢

Mortgage- commercia 536,16 84,14¢ 58,63« - - 35,36: 1,35¢ 712,94°
Consume 4,31( 214 69 - - 106,35: - 110,94¢
Leases 20,14 57& 1,81¢ - - - - 22,53t

Total $ 797,13( $ 119,71 $ 307,49! $ -$ - $ 82521($ 2,79t $2,046,74
December 31, 201!
Commercial, financia

& agricultural $ 109,61¢ $ 22,52¢ $ 19,37( $ -$ -$ 56,38, % (80)$ 207,98(
Real estate

Constructior 44,48¢ 41,33( 215,18 5,78¢ - 7,73¢€ 74t 313,78!

Mortgage- residentia 70,747 17,47¢ 55,53 - - 604,11! 1,60¢ 746,26

Mortgage- commercia 557,51. 67,63¢ 97,87: 2,88: - 35,80¢ 1,40 760,30¢
Consume 5,77¢ 307 76¢ - 14 106,08: 1 112,94¢
Leases 21,76 4,03¢ 2,361 - - - - 28,16:

Total $ 809,90: $ 153,31¢ $ 391,090 $ 8,67 $ 14 $ 810,12: $ 3,67¢ $2,169,44

In accordance with applicable Interagency Guidassged by our primary bank regulators, we defingsitme borrowers as typically having
weakened credit histories that include paymenndekncies and possibly more severe problems sudhaage-offs, judgments, and
bankruptcies. They may also display reduced repaycspacity as measured by credit scores, debtetnie ratios, or other criteria that may
encompass borrowers with incomplete credit hissoigibprime loans are loans to borrowers displagivegor more of these characteristics at
the time of origination or purchase. Such loanstahigher risk of default than loans to prime baers. At June 30, 2011 and December 31,
2010, we did not have any loans that we considerée subprime.

6. ALLOWANCE FOR LOAN AND LEASE LOSSES

The following table presents the changes in thmaahce for loan and lease losses (the “Allowant@”jhe periods indicated:

Three Months Ended Six Months Ended
June 30, June 30,
2011 2010 2011 2010
(Dollars in thousands)

Balance, beginning of peric $ 178,01( $ 211,64t $ 192,85: $ 205,27¢
Provision (credit) for loan and lease los (8,789 20,41; (10,359 79,24¢
169,22 232,05¢ 182,49! 284,52¢
Charg-offs (6,199 (30,742 (24,324 (90,710
Recoveries 3,90z 643 8,76¢ 8,141
Net charg-offs (2,292) (30,099 (15,567) (82,569)

Balance, end of period $ 166,93: $ 201,95¢ $ 166,93: $ 201,95¢
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Our provision for loan and lease losses (the “Riow”) was a credit of $8.8 million and $10.4 nalliin the second quarter and first half of
2011, respectively, compared to a charge of $2@libmand $79.2 million in the second quarter dinst half of 2010, respectively. The
decrease in both our Provision and Allowance isdly attributable to continued improvement in oredit risk profile as evidenced by

declines in both nonperforming assets and net ehaffs.

The following table presents by class, the actiintthe Allowance for the periods indicated:

Commercial, Real estate
financial & Mortgage - Mortgage -
agricultural Construction residential commercial Consumer Leases Unallocatec Total
(Dollars in thousands)
Three Months Ended June 30, 201
Beginning balanc $ 11,13¢ $ 59,07¢ $ 30,82: $ 68,99 $ 2451 % 153 % 4,000 $ 178,01
Provision (credit) for loa
and lease losses 1,094 (6,137%) (1,365) (2,487) 852 (74€) - (8,789
12,22¢ 52,94 29,45¢ 66,50¢ 3,30 787 4,00( 169,22¢
Chargeoffs (455) (3,000 (1,267) (879 (597) - - (6,199
Recoveries 854 2,54¢ 231 3 26¢ - - 3,90z
Net charge-offs 39¢ (451) (1,032) (87€) (332) - - (2,297)
Ending balance $ 12,627 $ 52,49( $ 28,42t $ 6563! % 2,971 $ 787 $ 4,000 $ 166,93
Six Months Ended June 30, 201
Beginning balanc $ 13,42¢ $ 76,55¢ $ 31,83( $ 64,30¢ $ 3,158 $ 157¢ $ 2,00 $ 192,85
Provision (credit) for loal
and lease losses (224) (13,127 (1,036) 2,38¢ 42¢ (792) 2,00( (10,359
13,20: 63,43: 30,79¢ 66,69¢ 3,58:¢ 787 4,00( 182,49!
Chargeoffs (1,867) (16,859 (3,299 (1,10%) (1,2072) - - (24,32%)
Recoveries 1,28¢ 5,91¢ 931 42 59C = - 8,76¢
Net charge-offs (575) (10,947 (2,36¢) (1,067) (612) - - (15,567)
Ending balance $ 12,627 $ 52,49( $ 28,42t $ 6563! $ 2,971 $ 787 $ 4,000 $ 166,93

In determining the amount of our Allowance, we retyan analysis of our loan portfolio, our expecieand our evaluation of general econc
conditions, as well as regulatory requirementsiapdt. If our assumptions prove to be incorrect,@aurent Allowance may not be sufficien
cover future loan losses and we may experienceases to our Provision.

7. SECURITIZATIONS

In prior years, we securitized certain residentialtgage loans with a U.S. Government sponsoréty emd continue to service the residential
mortgage loans. The servicing assets were reca@iieir respective fair values at the time of siization. The fair value of the servicing
assets was determined using a discounted cashftmyel based on market value assumptions at thedireecuritization and is amortized in
proportion to and over the period of net servidmgpme.

All unsold mortgage-backed securities were categdras available for sale securities and were filvereecorded at their fair value of $9.8
million and $10.0 million at June 30, 2011 and Deber 31, 2010, respectively. The fair values oséhmortgagdracked securities were bas
on quoted prices of similar instruments in activerkets. Unrealized gains of $0.3 million and $3dutand on unsold mortgage-backed
securities were recorded in accumulated other cehgnsive loss (“AOCL”) at June 30, 2011 and DecerBthe2010, respectively.

8. GOODWILL AND OTHER INTANGIBLE ASSETS

During the first quarter of 2010, we determined @raimpairment test on our remaining goodwill weguired because of the uncertainty
regarding our ability to continue as a going conarthat time combined with the fact that our neadapitalization remained depressed. As a
result of that impairment test, we determined thatremaining goodwill associated with our Hawaérkket reporting unit was impaired and
recorded a non-cash impairment charge of $102 [fomilSince that time, we had no goodwill remainorgour consolidated balance sheet.
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Prior to the first quarter of 2010, we reviewed thaerying amount of goodwill for impairment on amaal basis and performed additional
assessments on a quarterly basis whenever indoaftimpairment were evident. Goodwill attributatdeeach of our reporting units was tested
for impairment by comparing their respective fatues to their carrying values. When determiningvalue, we utilized a discounted cash
flow methodology for our Commercial Real Estateontipg unit and versions of the guideline compamnyideline transaction and discounted
cash flow methodologies for our Hawaii Market repay unit. Absent any impairment indicators, wefpened our annual goodwiill

impairment tests during the fourth quarter of efital year.

Similar to our process for evaluating our good¥at impairment, we also perform an impairment assest of our other intangible assets
whenever events or changes in circumstance indibatehe carrying value of those assets may noéteverable.

Our impairment assessment of goodwill and othemigible assets involve, among other valuation naththe estimation of future cash flows
and other methods of determining fair value. Estiinggfuture cash flows and determining fair valisesubject to judgments and often involves
the use of significant estimates and assumptioeyding assumptions about the future growth artdri@l volatility in revenues and costs,
capital expenditures, industry economic factors faure business strategy. The variability of taetbérs we use to perform the goodwill
impairment test depends on a number of conditimefyding uncertainty about future events and dashs. All such factors are interdepend
and, therefore, do not change in isolation. Acaaglyi, our accounting estimates may materially clegingm period to period due to changing
market factors. If we had used other assumptiodseatimates or if different conditions occur inuig periods, including, but not limited to,
changes in other reporting units or operating segspéuture operating results could be materiatipacted.

Other intangible assets include a core deposit jprarrmortgage servicing rights, customer relatigpsiand non-compete agreements. The
following table presents changes in other intarggédsets for the six months ended June 30, 2011:

Core Mortgage
Deposit Servicing Customer Non-Compete
Premium Rights Relationships Agreements Total
(Dollars in thousands)

Balance, beginning of peric $ 20,727 $ 22,71: $ 1,05C $ 15C $ 44,63¢
Additions - 2,06: - - 2,06:
Amortization (1,337 (1,739 (70) (30) (3,176
Balance, end of peric $ 19,39( $ 23,03¢ $ 98C $ 12C $ 43 52¢

Income generated as the result of new mortgagécsggvights is reported as gains on sales of l@ntstotaled $0.7 million and $2.1 million
for the three and six months ended June 30, 2@%pectively, compared to $1.4 million and $3.0ipmilifor the three and six months ended
June 30, 2010, respectively. Amortization of mogegaervicing rights was $0.9 million and $1.7 roiflifor the three and six months ended
June 30, 2011, respectively, compared to $0.9onikind $1.6 million for the three and six monthdezhJune 30, 2010, respectively.

The following table presents the fair market vednel key assumptions used in determining the farketavalue of our mortgage servicing
rights:

Six Months Ended June 30
2011 2010
(Dollars in thousands)

Fair market value, beginning of peri $ 23,70¢ % 23,01¢
Fair market value, end of peri 23,19( 22,14«
Weighted average discount r: 8.5% 8.5%

Weighted average prepayment speed assum 14t 14.1
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The gross carrying value and accumulated amomizatlated to our intangible assets are presergiedvb

June 30, 201! December 31, 201I
Gross Gross
Carrying Accumulated Carrying Accumulated
Value Amortization Net Value Amortization Net

(Dollars in thousands)

Core deposit premiut $ 44.64: $ (25,255 $ 19,39C $ 44.64: $ (23,915 $ 20,72}
Mortgage servicing right 43,73( (20,699 23,03¢ 41,667 (18,95%) 22,71
Customer relationshif 1,40(C (420) 98C 1,40(C (350) 1,05(
Non-compete agreemer 30C (180) 12C 30C (150) 15C

$  9007: $ (46,540 $ 4352 $  8800¢( $ (43,370 $ 44,63

Based on the core deposit premium, mortgage sagvidghts, customer relationships and non-compgteeaments held as of June 30, 2011,
estimated amortization expense for the remaindésaodl 2011, the next five succeeding fiscal yeard all years thereafter are as follows:

Estimated Amortization Expense

Mortgage
Core Deposit Servicing Customer Non-Compete
Premium Rights Relationships Agreements Total

(Dollars in thousands)

2011 (remainder $ 1,337 $ 1,081 $ 70 $ 30 $ 2,51¢
2012 2,674 2,771 14C 60 5,651
2013 2,674 2,28: 14C 30 5,127
2014 2,674 1,91¢ 14C - 4,721
2015 2,674 1,59 14C - 4,40¢
2016 2,674 1,32 14C - 4,137
Thereafter 4,68: 12,06¢ 21C - 16,95¢

$ 19,39( $ 23,03t $ 98C $ 12 $ 43 52¢

9. DERIVATIVES

We utilize various designated and undesignatedvalive financial instruments to reduce our exposammovements in interest rates including
interest rate swaps, interest rate lock commitmantsforward sale commitments. We measure all dévies at fair value on our consolidated
balance sheet. In each reporting period, we ret@rdlerivative instruments in other assets or dthbilities depending on whether the
derivatives are in an asset or liability positieor derivative instruments that are designatededging instruments, we record the effective
portion of the changes in the fair value of thexdsive in AOCL, net of tax, until earnings areexffed by the variability of cash flows of the
hedged transaction. We immediately recognize tmgquoof the gain or loss in the fair value of therivative that represents hedge
ineffectiveness in current period earnings. Foiv@give instruments that are not designated asihgdgstruments, changes in the fair value of
the derivative are included in current period ezgsi

Interest Rate Swap

In January 2008, we entered into a derivative tratisn to hedge future cash flows from a portiomaf then existing variable rate loan
portfolio. Under the terms of the arrangement, veell receive payments equal to a fixed interest 0&6.25% from January 2008 through
January 2013 from the counterparty on a notionalwammof $400 million. In return, we would pay theuaterparty a floating rate, namely our
prime rate, on the same notional amount. The parpbthe derivative transaction was to minimizerisk of fluctuations in interest payments
received on our variable rate loan portfolio. Tleeiative transaction was designated as a cashH&xge.

On September 1, 2009, we terminated the derivataresaction with the counterparty at its then fia@irket value of $18.0 million. As a resul
the termination, we recorded an unrealized gasiedlto hedge effectiveness of $12.5 million asragonent of AOCL and $5.5 million of
hedge ineffectiveness as other operating income.ufinealized gain is being recognized into incorer the original contract period through
January 2013 using the effective yield method aadewpect to reclassify $2.2 million of this gaitoiearnings within the next 12 months.
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Interest Rate Lock and Forward Sale Commitments

We enter into interest rate lock commitments omtagemortgage loans that are intended to be sadn@nage interest rate risk on interest rate
lock commitments, we also enter into forward loale commitments. The interest rate lock and forweath sale commitments are accounted
for as undesignated derivatives and are recordéemtrespective fair values in other assets bewliabilities, with changes in fair value
recorded in current period earnings. These instnisngerve to reduce our exposure to movementderest rates. At June 30, 2011, we were a
party to interest rate lock and forward sale commaitts on $33.4 million and $17.8 million of mortgdgans, respectively.

The following table presents the location of alets and liabilities associated with our derivathgruments within the consolidated balance

sheet:

Asset Derivatives Liability Derivatives

Balance Shee Fair Value at Fair Value at Fair Value at Fair Value at
June 30, 2011 December 31, 2010 June 30, 2011 December 31, 2010

(Dollars in thousands)

Derivatives not designatec
as hedging instruments Location

Other assets
other liabilites  $ 16C $ 1,038 % 28t $ 52z

Interest rate contrac

The following table presents the impact of derivatinstruments and their location within the coitaied statements of operations:

Amount of Gain Reclassified
from AOCL into Earnings
(Effective Portion)

(Dollars in thousands)

Derivatives in Cash Flow
Hedging Relationship

Three Months Ended June 30, 201
Interest rate contrac $ 801

Three Months Ended June 30, 201
Interest rate contrac 1,721

Six Months Ended June 30, 201
Interest rate contrac 1,917

Six Months Ended June 30, 201
Interest rate contrac 3,611

Amounts recognized in AOCL are net of income taxesounts reclassified from AOCL into income areluted in interest income in the

consolidated statements of operations. The inéffegtortion has been recognized as other operatoame in the consolidated statements of

operations.

Amount of Gain
Location of Gain (Loss) Recognize (Loss) Recognized in
in Earnings on Derivatives Earnings on Derivatives

(Dollars in thousands)

Derivatives not in CashFlow
Hedging Relationship

Three Months Ended June 30, 201

Interest rate contrac Other operating incomr $ (10€)
Three Months Ended June 30, 201

Interest rate contrac Other operating inconr 873
Six Months Ended June 30, 201

Interest rate contrac Other operating incomr 173

Six Months Ended June 30, 201

Interest rate contrac Other operating incomr 1,092
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10. SHORT-TERM BORROWINGS AND LONG-TERM DEBT

At June 30, 2011, our bank maintained a $30.9 anilline of credit with the Federal Reserve discauindow, of which there were no
advances outstanding. As of June 30, 2011, cextainmercial real estate loans totaling $123.8 nmilliave been pledged as collateral on our
line of credit with the Federal Reserve discountdeiw. The Federal Reserve does not have the ogdlt or repledge these loans. Future
advances under this arrangement are subject toegdprf the Federal Reserve. Furthermore, all teantsmaturities of advances under this
arrangement are at the discretion of the Feders¢ie and are generally limited to overnight boings. Since September 2009, our bank was
no longer eligible to access the Federal Resepréisary credit facility but maintained access gdecondary facility. There was no change in
the level of credit available to the bank; howe¥etire advances will have higher borrowing costder the secondary facility.

The bank is a member of and maintained a $646 lfomline of credit with the FHLB as of June 30,120 Long-term borrowings under this
arrangement totaled $300.8 million at June 30, 206&tpared to $200.0 million and $351.3 milliorsbbrt-term and long-term borrowings,
respectively, at December 31, 2010. There werehnd-germ borrowings under this arrangement at 3e&011. FHLB advances outstanding
at June 30, 2011 were secured by investment siesuiitth a fair value of $320.6 million and certa@al estate loans totaling $576.3 million in
accordance with the collateral provisions of thevéaktes, Security and Deposit Agreement with the BHApproximately $345.9 million was
undrawn under this arrangement at June 30, 2018 FHLB has no obligation to make future advancekédbank.

On August 20, 2009, we began deferring regulaedaled interest payments on our outstanding jusubordinated debentures relating to
trust preferred securities. The terms of the jusidsordinated debentures and the trust documdatg as to defer payments of interest for up
to 20 consecutive quarterly periods without defaulpenalty. During the deferral period, which ewmtty stands at eight consecutive quarters,
the respective trusts have suspended the declaiatith payment of dividends on the trust preferesaisties. Also during the deferral period,
we may not, among other things and with limitedeptons, pay cash dividends on or repurchase aunumn stock or make any payment on
outstanding debt obligations that rank equally witfunior to the junior subordinated debenturesriy the deferral period, we will continue
to accrue, and reflect in our consolidated finanstiatements, the deferred interest payments ojjuaior subordinated debentures. Accrued
interest on our outstanding junior subordinatededdlires relating to our trust preferred securitias $6.7 million and $5.1 million at June 30,
2011 and December 31, 2010, respectively. Withrélsent completion of our recapitalization, we magksregulatory approval to pay all
deferred payments under our trust preferred séesirit

11. EQUITY

As previously announced, we completed a numbeigoffecant transactions as part of our recapitdic@aduring the first half of 2011,
including:

« on February 2, 2011, we effected a one-for-tweetyerse stock split of our common stock (the “ReweBsock Split”).Except a
otherwise specified, the share and per share amdonthistorical periods have been restated to thieeeffect to the Reverse St
Split;

« on February 18, 2011, weompleted the Private Placement with investmeraenfi(1l) affiliates of each of The Carlyle Grc
(“Carlyle™) and Anchorage Capital Group, L.L.C. gether with Carlyle, the “Lead Investorgirsuant to investment agreements
each of the Lead Investors and (2) various otheestors, including certain of our directors andiceffs, pursuant to subscript
agreements with each of such invest

« concurrently with the closing of the Private Plaesty we completed the TARP Exchange of 135,000eshaf our Fixed Ra
Cumulative Perpetual Preferred Stock, no par vakreshare and liquidation preference $1,000 perestield by the United Sta
Department of the Treasury (the “Treasurydjd accrued and unpaid dividends thereon for 5]@Z0common shares. We ¢
amended the warrant held by the Treasury (the “AfednTARP Warrant"}o, among other things, reduce the exercise prioe
$255.40 per share to $10 per share. The warrantggtiae Treasury the right to purchase 79,288 comshares, subject to adjustm
and

. on May 6, 2011, we completed a $20 million commtatis rights offering which allowed shareholdersre€ord as of the close
business on February 17, 2011 or their transfameparchase newly issued common shares at $10rG€hpes

The TARP Exchange resulted in a non-cash increasetiincome available to common shareholders 6fi$&illion as the book value of the
preferred stock plus accrued and unpaid divideraks gveater than the estimated fair value of thentsomstock issued to the Treasury of $56.2
million and the fair value of the Amended TARP Wntrat the time of the TARP Exchange. This accogriieatment had no effect on our
total shareholders’ equity or our regulatory cdpptasition.
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In addition to adjusting the exercise price of Areended TARP Warrant, its terms were revised ttushe a “down-round” provision allowing
for the future adjustment to the exercise priceafoy subsequent issuances of common stock by thg@uy. Subject to certain exceptions, if
the Company subsequently issues common stockglaisror shares convertible into common stock,@rashare price lower than the $10
exercise price of the warrant, the exercise pridd@warrant will be reduced to the per share comistock amount received in connection
with the issuance and the number of shares of camstozk subject to the warrant will be increasdudsprovision resulted in the warrant
being carried as a derivative liability as compatiied common stock equivalent for balance shegiqaas as it possesses the characteristic
freestanding derivative financial instrument asroet by Accounting Standards Codification (*“ASC)310-15-83 Accounting for
Derivatives and Hedgin@nd similar to the example illustrated in ASC 81B556-33 and -34. As a derivative liability, the waart is carried at
fair value, with subsequent remeasurements recdtaedgh the current period's earnings. The initéle attributed to the warrant was $1.7
million, with the fair value estimated using theaBk-Scholes options pricing model, with the follagriassumptions: 67% volatility, a risk-free
rate of 3.59%, a yield of 1.45% and an estimatedoli 10 years. From February 18, 2011 through M&, 2011, this instrument’s estimated
fair value decreased, which resulted in the redagnof $0.5 million recorded in other nonintergstome during the first quarter of

2011. From March 31, 2011 through June 30, 201i4 instrumens estimated fair value decreased further, whichltes in the recognition ¢
an additional $0.5 million recorded in other nomnesst income during the second quarter of 2011.

On June 22, 2011, the Treasury completed a pubtemvritten offering of 2,850,000 shares of our cwon stock it received in the TARP
Exchange. The Company did not receive any prociedsthis offering. The Treasury continues to hd|d70,117 shares of our common st
and a warrant to purchase 79,288 shares of our constock.

In 2009, our Board of Directors suspended the paymkall cash dividends on our common stock. Quility to pay dividends with respect to
common stock is subject to obtaining approval ftomFRBSF, DFI and Treasury, and is restricted onti obligations under our trust
preferred securities are brought current. Additiignaur ability to pay dividends depends on ouiligbto obtain dividends from our bank. In
addition to obtaining approval from the FDIC andlDffawaii law only permits Central Pacific Bankpay dividends out of retained earnings.
Given that the bank had an accumulated deficid®B830 million at June 30, 2011, the bank is prabibfrom paying any dividends until this
deficit is eliminated. Accordingly, we do not argiate that the bank will be permitted to pay divide for the foreseeable future.

12. SHARE-BASED COMPENSATION

Stock Option Activity

The following is a summary of stock option activity the Company’s stock option plans for the sortihs ended June 30, 2011:

Weighted Average

Shares Exercise Price
Outstanding at January 1, 20 41,93 $ 432.17
Changes during the peria
Forfeited (113 79.0(
Outstanding at June 30, 20 41,82 433.1:

Restricted Stock Awards and Units
The table below presents the activity of restrigemtk awards and units for the six months endeéd 30, 2011:

Weighted Average

Grant Date
Shares Fair Value
Nonvested at January 1, 20 30C $ 718.0(
Changes during the peric
Grantec 1,022,34. 14.7C
Vestec (21,129 14.27
Forfeited (4,050 14.71

Nonvested at June 30, 20 997,46! 14.9:
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Performance Shares and Stock Appreciation Rights
No performance shares or SARs were granted unde2d@5 LTIP and 2008 LTIP during the six monthseshdune 30, 201
The table below presents activity of performancaraes under both the 2005 LTIP and 2008 LTIP forsikenonths ended June 30, 2011:

Weighted Average

Shares Exercise Price
Outstanding at January 1, 20 244 % 377.6(
Changes during the peric
Vestec (53)) 377.6(

Forfeited (1,919 377.6(
Outstanding at June 30, 20 -

The table below presents activity of SARs undehtibé 2005 LTIP and 2008 LTIP for the six monthdezhJune 30, 2011:

Weighted Average

Shares Exercise Price
Outstanding at January 1, 20 4,60¢ $ 377.6(
Changes during the peric
Forfeited (4,609 377.6(

Outstanding at June 30, 20 -

13. ACCUMULATED OTHER COMPREHENSIVE LOSS

Components of accumulated other comprehensivenessf taxes, were as follows:

June 30, December 31

2011 2010

(Dollars in thousands)
Unrealized gain on available for sale investmentigges $ 14,15: $ 2,98¢
Unrealized loss on derivativi (9,242) (7,329
Pension adjustments (9,117 (10,226
Accumulated other comprehensive loss, net o $ (4,206) $ (14,564

Components of comprehensive income (loss), neba@ld, for the periods indicated were as follows:

Three Months Ended Six Months Ended
June 30, June 30,
2011 2010 2011 2010
(Dollars in thousands)

Net income (loss $ 8,211 $ (16,10%) $ 12,85 $ (176,329
Unrealized gain on investment securit 10,17% 3,97¢ 11,16¢ 1,97¢
Unrealized loss on derivativi (802) (2,727 (2,919 (3,61))
Pension adjustmen 554 51€ 1,10¢ 96(

Comprehensive income (loss) $ 18,14( $ (13,33) $ 23,20¢ $  (176,99)
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14. PENSION PLANS

Central Pacific Bank has a defined benefit retinetpdan (the “Pension Plan”) which covers certdigilele employees. The plan was curtailed
effective December 31, 2002, and accordingly, plamefits were fixed as of that date. The followialle sets forth the components of net
periodic benefit cost for the Pension Plan:

Three Months Ended Six Months Ended
June 30, June 30,
2011 2010 2011 2010
(Dollars in thousands)

Interest cos $ 417 $ 437 $ 834 $ 874
Expected return on asst (457) (428) (9149) (85€)
Amortization of unrecognized lo: 55(C 514 1,10C 1,02¢
Net periodic cost $ 51C $ 52 § 1,020 $ 1,04¢

The fair values of the defined benefit retiremdahpas of June 30, 2011 and December 31, 2010d®f eategory were as follows:

Level 1 Level 2 Level 3 Total
(Dollars in thousands)

June 30, 2011

Money market accoun $ 627 $ - $ - % 627
Mutual funds 7,49: - - 7,49:
Government obligation - 4,211 - 4,211
Common stock 5,72¢ - - 5,72¢
Preferred stock 58¢ - - 58¢
Corporate bonds and debentu - 4,15¢ - 4,15¢
Limited partnerships - 1,17(C - 1,17(
$ 14,43 $ 9,53 $ - $ 23,96¢
December 31, 201!
Money market accoun $ 724 $ - 3 - $ 724
Mutual funds 7,42t - - 7,42
Government obligation - 3,53¢ - 3,53¢
Common stock 5,31 - - 5,31
Preferred stock 554 - - 554
Corporate bonds and debentu - 3,48z - 3,48
Limited partnership - 2,18 - 2,18:
$ 14,02C % 9,20C $ - $ 23,22(

Our bank also established Supplemental ExecutiviedReent Plans (“SERPs”), which provide certairiadfs of our bank with supplemental
retirement benefits. The following table sets faith components of net periodic benefit cost fer SERPs:

Three Months Ended Six Months Ended
June 30, June 30,
2011 2010 2011 2010
(Dollars in thousands)

Service cos $ - % 7 % - % 18
Interest cos 108 10¢€ 20¢€ 21¢€
Amortization of unrecognized transition obligati 4 4 8 8
Amortization of prior service co: 5 @) 10 (14)
Amortization of unrecognized (gain) loss (4) 5 (8) 10

Net periodic cos $ 10€ $ 117 $ 21€ $ 23€
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15. INCOME TAXES

The valuation allowance for net deferred tax assesine 30, 2011 and December 31, 2010 was $irilidn and $178.8 million,
respectively. The $6.4 million decrease in our atibn allowance during the first half of 2011 wésibutable to a decrease in our net deferred
tax assets resulting from the net operating incognegnized in the first half of 2011. In assesdirgrealizability of deferred tax assets,
management considers whether it is more likely thatrthat some portion or all of the deferred tageds will not be realized. The ultimate
realization of deferred tax assets is dependen thp@ generation of future taxable income durirgghriods in which those temporary
differences become deductible. Management consitlenseversal of deferred tax liabilities (includithe impact of available carryback and
carryforward periods), projected future taxableome and tax-planning strategies in making thissseent. Based upon the Company’s
cumulative three year loss position and projectionguture taxable income over the periods in vattice deferred tax assets are deductible,
management believes it is more likely than not thatCompany will be unable to realize the benefithese deductible differences. The
amount of the net deferred tax asset considerdidabbe, however, could change if estimates offaitiaxable income during the carryforward
period change.

16. EARNINGS (LOSS) PER SHARE

The following table presents the information usedampute basic and diluted earnings (loss) pemeomshare for the periods indicated:

Three Months Ended Six Months Ended
June 30, June 30,
2011 2010 2011 2010
(In thousands, except per share date
Net income (loss $ 8211 $ (16,10%) $ 12,85( $ (176,329
Preferred stock dividends, accretion of discouiat
conversion of preferred stock to common st - 2,09¢ (83,897 4,17(
Net income (loss) available to common sharehol $ 8211 $ (18,20) $ 96,74. $ (180,499
Weighted average shares outstanc- basic 40,70( 1,51t 30,05¢ 1,514
Dilutive effect of employee stock options and ave 34¢ - 64¢ -
Dilutive effect of deferred salary restricted stagikts 3 - 2 -
Dilutive effect of Treasury warrants 26 - 24 -
Weighted average shares outstanc- diluted 41,07¢ 1,51¢ 30,73 1,514
Basic earnings (loss) per share $ 0.2C $ (12.00) $ 32z $ (119.19
Diluted earnings (loss) per she¢ $ 0.2C $ (12.0) $ 318 $  (119.19

A total of 41,821 potentially dilutive securitieave been excluded from the dilutive share calautefidr the three and six months ended June
30, 2011, as their effect was antidilutive, compae142,382 for the three and six months ended 30n2010.

17. FAIR VALUE OF FINANCIAL ASSETS AND LIABILITIES
Disclosures about Fair Value of Financial Instrumets
Fair value estimates, methods and assumptionsaferth below for our financial instruments.

ShortTerm Financial Instruments

The carrying values of short-term financial instents are deemed to approximate fair values. Swthuiments are considered readily
convertible to cash and include cash and due frank& interest-bearing deposits in other bankspadcdnterest receivable, the majority of
short-term borrowings and accrued interest payable.

Investment Securities

available, fair values are based on quoted mamkegpof comparable securities.
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Loans

Fair values of loans are estimated based on disedwash flows of portfolios of loans with simifarancial characteristics including the type
of loan, interest terms and repayment history. ¥alnes are calculated by discounting schedulel ftaws through estimated maturities using
estimated market discount rates. Estimated maikebdnt rates are reflective of credit and interast risks inherent in the Company’s various
loan types and are derived from available marketrination, as well as specific borrower informatidime fair value of loans are not based on
the notion of exit price.

Other Interest Earning Assets

The equity investment in common stock of the FHWBjch is redeemable for cash at par value, is tepaat its par value.

Deposit Liabilities

The fair values of deposits with no stated matystych as noninterest-bearing demand depositsger@st-bearing demand and savings
accounts, are equal to the amount payable on deriiaedair value of time deposits is based on figadr of the discounted value of
contractual cash flows or its carrying value. Tieedunt rate is estimated using the rates currexftéred for deposits of similar remaining
maturities.

ShortTerm Borrowings and Londerm Debt

The fair value for a portion of our short-term loings is estimated by discounting scheduled clastsfusing rates currently offered for
securities of similar remaining maturities. The falue of our longerm debt, primarily FHLB advances, is estimatediisgounting schedule
cash flows over the contractual borrowing periothatestimated market rate for similar borrowingiagements.

Off-Balance Sheet Financial Instruments

The fair values of off-balance sheet financial iastents are estimated based on the fees currdrdhged to enter into similar agreements,
taking into account the remaining terms of the agrents and the present creditworthiness of thetequarties, current settlement values or
qguoted market prices of comparable instruments.

For derivative financial instruments, the fair veduare based upon current settlement values, iibhle If there are no relevant comparables,
fair values are based on pricing models using atiaesumptions for interest rate swaps and options.

Limitations

Fair value estimates are made at a specific poititrie based on relevant market information andrinftion about the financial instrument.
These estimates do not reflect any premium or distcthat could result from offering for sale at dimee our entire holdings of a particular
financial instrument. Because no market existsafeignificant portion of our financial instrumenfiair value estimates are based on judgments
regarding future expected loss experience, cugeshomic conditions, risk characteristics of vasifinancial instruments and other factors.
These estimates are subjective in nature and ieuaheertainties and matters of significant judgnaent therefore cannot be determined with
precision. Changes in assumptions could signifigaaffect the estimates.

Fair value estimates are based on existing onoffrablance sheet financial instruments withougripting to estimate the value of future
business and the value of assets and liabilitigisate not considered financial instruments. FangXde, significant assets and liabilities that
not considered financial assets or liabilities inld deferred tax assets, premises and equipmeimtandible assets. In addition, the tax
ramifications related to the realization of theealized gains and losses can have a significaettedih fair value estimates and have not been
considered in many of the estimates.
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June 30, 2011 December 31, 201I

Carrying/ Carrying/
notional Estimated notional Estimated
amount fair value amount fair value

(Dollars in thousands)
Financial assets

Cash and due from ban $ 68,98¢ $ 68,98t $ 61,728 $ 61,72¢
Interes-bearing deposits in other bar 384,47 384,47 729,01 729,01
Investment securitie 1,401,95! 1,402,01: 705,34! 705,43(
Net loans and leases, including loans held dt& 1,902,10: 1,825,19: 2,046,33! 1,985,26.
Accrued interest receivak 11,712 11,711 11,27¢ 11,27¢
Financial liabilities
Deposits
Nonintere-bearing deposit 687,46 687,46¢ 611,74« 611,74«
Interes-bearing demand and savings depc 1,636,38! 1,636,38! 1,729,36! 1,729,36.
Time deposit 906,46¢ 906,70t 791,84 793,33
Total deposit: 3,230,32 3,230,56. 3,132,94 3,134,43
Shor-term borrowings 1,38¢ 1,38¢ 202,48( 202,35!
Lonc-term debt 409,07t 332,61¢ 459,80: 407,17!
Accrued interest payable (included in otheriliabs) 9,352 9,352 9,52¢ 9,52¢
Off-balance sheet financial instrument:
Commitments to extend cre 441,80( 2,20¢ 415,00¢ 2,07t
Standby letters of credit and financial guarasteritten 12,86: 96 11,05¢ 83
Interest rate optior 33,42¢ (119 63,99 (170

Forward interest rate contra 17,82( (12 40,65¢ 682
Forward foreign exchange contra - - 1,88¢ 1,891

Fair Value Measurements

We group our financial assets and liabilities @t¥alue into three levels based on the marketshith the financial assets and liabilities are
traded and the reliability of the assumptions usedietermine fair value as follows:

« Level 1 —Valuation is based upon quoted prices (unadjustediientical assets or liabilities traded in aetimarkets. A quoted price
an active market provides the most reliable evidesfdair value and shall be used to measure &iresrwhenever availabl

« Level 2 —Valuation is based upon quoted prices for simifestruments in active markets, quoted prices fontidal or simila
instruments in markets that are not active, andehbdsed valuation techniques for which all significassumptions are observabl
the market

« Level 3- Valuation is generated from mo-based techniques that use significant assumptioh®bservable in the market. Th
unobservable assumptions reflect our own estimatessumptions that market participants would uasgricing the asset or liabilit
Valuation techniques include use of discounted ¢ashmodels and similar techniques that requihesuse of significant judgment
estimation

We base our fair values on the price that we weulakct to receive if an asset were sold or pasatster a liability in an orderly transaction
between market participants at the measurement\dégalso maximize the use of observable inputsnainémize the use of unobservable
inputs when developing fair value measurements.

We use fair value measurements to record adjustmertertain financial assets and liabilities amdetermine fair value disclosures. Availa
for sale securities and derivatives are recordddiavalue on a recurring basis. From time to tinve may be required to record other financial
assets at fair value on a nonrecurring basis ssidbaas held for sale, impaired loans and mortgagecing rights. These nonrecurring fair
value adjustments typically involve applicationtiog lower of cost or fair value accounting or widkwns of individual assets.
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The following table presents the balances of assetdiabilities measured at fair value on a raogrbasis as of June 30, 2011 and December

31, 2010:

Fair Value at Reporting Date Using

Quoted Prices in  Significant
Active Markets Other Significant
for Identical Observable Unobservable
Assets Inputs Inputs
Fair Value (Level 1) (Level 2) (Level 3)
(Dollars in thousands)
June 30, 201!
Available for sale securitie
U.S. Government sponsored entities debt secsl $ 384,780 $ - $ 384,78 -
States and political subdivisio 12,44: - - 12,44
U.S. Government sponsored entities mort-backed securitie 1,002,141 - 1,002,141 -
Nor-agency collateralized mortgage obligati 17 - - 17
Other 994 994 - -
Derivatives:
Interest rate contrac (12€) - (12€) -
Amended TARP Warrai (75%) - (753 -
Total $ 1,39950 $ 994 $ 1,386,044 $ 12,46(
December 31, 201!
Available for sale securitie
U.S. Government sponsored entities debt secsl $ 201,85 $ - $ 201,85 -
States and political subdivisio 12,61¢ - - 12,61¢
U.S. Government sponsored entities mort-backed securitie 486,96 - 486,96 -
Nor-agency collateralized mortgage obligatit 17 - - 17
Other 1,062 1,062 - -
Derivatives:
Interest rate contrac 512 - 512 -
Total $ 703,02¢ $ 1,06 $ 689,33 $ 12,63¢

For the six months ended June 30, 2011 and 20&@hhnges in Level 3 assets and liabilities medsairéair value on a recurring basis are
summarized as follows:

Available for salenon-
Available for agency collateralized
sale securities  mortgage obligations (1)

(Dollars in thousands)

Balance at December 31, 2C $ 12,61¢ $ 17
Principal payments receivi (17€) -
Balance at June 30, 201 $ 12,44: $ 17
Balance at December 31, 2C $ 13,77¢ $ 46,46¢
Principal payments receiwvi (195) (1,057)
Realized net losses included in net | - (7,27%)
Unrealized net gains included in other comprshenloss - 6,222
Sales - (44,34°)
Balance at June 30, 201 $ 13,58: $ 17

(1) Represents available for sale -agency collateralized mortgage obligations previoakssified as
Level 2 for which the market became inactiueing 2008; therefore the fair value measuremesd
derived from discounted cash flow models usingbservable inputs and assumptic
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For assets measured at fair value on a nonrecusdsig that were recorded at fair value on ourmz@aheet at June 30, 2011 and December
31, 2010, the following table provides the levelafuation assumptions used to determine the réspdair values:

Fair Value Measurements Usinc

Significant
Quoted Prices in Other Significant
Active Markets for Observable Unobservable
Identical Assets Inputs Inputs
Fair Value (Level 1) (Level 2) (Level 3)

(Dollars in thousands)
June 30, 201!

Impaired loans (1 $ 200,41¢ $ - $ 200,41¢ $ -
Other real estate (. 42,86: - 42,86: -
December 31, 201!

Loans held for sale ( $ 35,30 $ - $ 35,30C $ -
Impaired loans (1 205,50¢ - 205,50¢ -
Other real estate (. 57,501 - 57,501 -

(1) Represents carrying value and related -downs of loans for which adjustments are basedjoeea
upon purchase prices for the loans or theaaggd value of the collater:

(2) Represents other real estate that is carrittedbwer of carrying value or fair value lessteds sell.
Fair value is generally based upon indepenhemket prices or appraised values of the cobt

18. SEGMENT INFORMATION

We have three reportable segments: Commercial Reate, Hawaii Market and Treasury. The segmepisrted are consistent with internal
functional reporting lines. They are managed sapraecause each unit has different target marketbnological requirements, marketing
strategies and specialized skills.

The Commercial Real Estate segment includes caritruand real estate development lending in Hawzalifornia and Washington. The
Hawaii Market segment includes retail branch offic@mmercial lending, residential mortgage lendingd servicing, indirect auto lending,
trust services and retail brokerage services. Aéuige of deposit and loan products and varioherdbanking services are offered. The
Treasury segment is responsible for managing thregaoy's investment securities portfolio and whdiefanding activities. The All Others
category includes activities such as electronikivay) data processing and management of bank oprogkrties.

The accounting policies of the segments are candistith the Company's accounting policies thatdsegcribed in Note 1 to the consolidated
financial statements in the Annual Report on Fo@¥Kifor the year ended December 31, 2010 filed withSEC. The majority of the
Companys net income is derived from net interest incomecakdingly, management focuses primarily on nedrggt income, rather than gr
interest income and expense amounts, in evaluaggment profitability.

Intersegment net interest income (expense) wasaid to each segment based upon a funds tram&fieigprocess that assigns costs of funds
to assets and earnings credits to liabilities basegharket interest rates that reflect interes sansitivity and maturity characteristics. All
administrative and overhead expenses are allotatid segments at cost. Cash, investment seqyilitiens and leases and their related
balances are allocated to the segment responsibéefjuisition and maintenance of those assetsn&sigassets also include all premises and
equipment used directly in segment operations.
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Segment profits (losses) and assets are providéetifollowing table for the periods indicated.

Three months ended June 30, 201:
Net interest incom
Intersegment net interest income (expe
Credit (provision) for loan and lease los
Other operating incon
Other operating expen
Administrative and overhead expense allocation

Net income (loss)

Three months ended June 30, 201!
Net interest incom
Intersegment net interest income (expe
Provision for loan and lease los:
Other operating incon
Other operating expen
Administrative and overhead expense alloce

Net income (loss

Six months ended June 30, 201:

Net interest incom

Intersegment net interest income (expe

Credit (provision) for loan and lease los

Other operating incorr

Other operating expen

Administrative and overhead expense allocation
Net income (loss

Six months ended June 30, 201
Net interest incom
Intersegment net interest income (expe
Provision for loan and lease los:
Other operating incon
Goodwill impairmen
Other operating expense (excluding goodwill impant)
Administrative and overhead expense alloce

Net income (loss

At June 30, 2011
Investment securitie
Loans and leases (including loans held for)s
Other

Total assets

At December 31, 2010
Investment securitie
Loans and leases (including loans held for)s
Other

Total assets

Commercial Hawaii
Real Estate Market Treasury All Others Total
(Dollars in thousands)

$ 6,57¢ $ 16,727 $ 567/ $ - $ 28,97¢
(4,339 15,42 (5,079 (6,010 -
20,41 (11,627 - - 8,78¢
224 8,66¢ 1,704 341 10,931
(4,079 (22,38 (13€) (13,89) (40,489
(984) (12,06¢) (127) 13,177 -
$ 17817 $ (5,262 $ 203¢ % (6,387 $ 8,211
$ 12,27¢  $ 16,49 $ 42€  $ - $ 29,19¢
(8,279 8,15¢ 1,27¢ (1,169 -
(1,800 (18,617 - - (20,419
254 9,83¢ 2,662 a7 12,737
(4,379 (20,56%) (352) (12,339 (37,62¢)
(1,195 (10,179 (114) 11,487 -
$ (3,109 $ (14,869 $ 3,89¢ $ 2,03) $ (16,109
$ 14,31¢ $ 3341C $ 9,451 $ - $ 57,18(
(9,140 30,65( (6,297 (15,219 -
21,611 (11,257 - - 10,35¢
497 18,77¢ 3,34: 827 23,437
(8,501 (43,404 (227) (25,999 (78,12¢)
(1,929 (22,829 (252) 25,00 -
$ 16,85¢ $ 534¢ $ 6,01¢ $ (15379 $ 12,85(
$ 25,611 $ 33,06( $ 5592 $ - $ 64,26
(18,219 17,82¢ (440) 824 -
(42,100 (37,149 - - (79,249
46¢ 19,65( 5,52( (13¢) 25,501
- (102,689 - - (102,689
(14,989 (42,47Y) (1,019 (25,67¢) (84,157
(2,410 (20,257 (21€) 22,88:¢ -
$ (51,620 $ (132,03) $ 9,441 $ (2,10) $ (176,32
$ - $ - $ 1,401,95 $ - $ 1,401,95!
565,87¢ 1,503,16: - - 2,069,03
(69,796 32,83 624,93: 72,767 660,73¢
$ 496,07¢ $ 1,535,999 $ 2,026,89. $ 72,767 $ 4,131,73
$ - $ - $ 70534 $ - $ 705,34t
699,34 1,539,84! - - 2,239,19;
(49,39¢) 6,22¢ 958,66! 78,017 993,51«
$ 649,94¢ $ 1,546,077 $ 1,664,010 $ 78,017 $ 3,938,05.
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19. LEGAL PROCEEDINGS
Overdraft Litigation

In March 2011, the Company and the bank were naasetkfendants in a putative class action captiasgdregory and Camila Peterson,
individually and on behalf of all others similadituated, Plaintiffs, v. Central Pacific Bank, GahPacific Financial Corp. and Doe Defend:
1-50, Defendants, Case No. 11-1-0457-03 VLC, inRingt Circuit Court of Hawaii in Honolulu. The cqhaint asserts claims for
unconscionability, conversion, unjust enrichmeng &iolations of Hawaii's Uniform Deceptive TradeaBtice Act, relating to the bank’s
overdraft practices and fees. Plaintiffs seek datbay relief, restitution, disgorgement, damageigrest, costs and attorneys’ fees. As of the
date of this filing, we are in discussions with thaintiffs to resolve the matter and the partiagehagreed to perform additional diligence in an
attempt to reach an acceptable outcome. Becausdiligience is ongoing, at this time, we are nd¢ ab estimate the amount of costs or a
reasonable range of potential costs that the Coynpeay need to incur to resolve this matter.

Other Litigation

We are involved in other legal actions arisinghia ordinary course of business. Management, aftesudtation with our legal counsel, belie®
the ultimate disposition of those matters will hatze a material adverse effect on our consoliditedcial statements.
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Item 2. Management’s Discussion and Analysis of Famcial Condition and Results of Operations
Overview

Central Pacific Financial Corp. (“CPF”) is a Hawedirporation and a bank holding company. Our ppalcbusiness is to serve as a holding
company for our bank subsidiary, Central PacificlBaNe refer to Central Pacific Bank herein as “bank” or “the bank,” and when we say
“the Company,” “we,” “us” or “our,” we mean the litbhg company on a consolidated basis with the lzentkour other consolidated
subsidiaries.

Central Pacific Bank is a full-service communitynkavith 34 branches and 120 ATMs located throughloatstate of Hawaii. The bank offers
a broad range of products and services includiegng time and demand deposits and originatingdpincluding commercial loans,
construction loans, commercial and residential gage loans, and consumer loans. The bank alsolbas aroduction office in California. As
part of our recovery plan, which is described nfatly under “—Capital Resources” below, we plarctmtinue to reduce our exposure to the
Mainland.

Recent Events

On April 12, 2011, we announced that the regisirasitatement registering the common shares issuesttain investors in our $325 million
capital raise completed in February 2011 (the ‘&awlacement”) was declared effective by the Be®urities and Exchange Commission
(“SEC"). The registration statement covers therdfed sale by certain selling shareholders of ujBtd87,715 shares of common stock, no par
value per share, which includes 79,288 shares lyinigia warrant issued to the United States Depamtrof the Treasury (the “Treasury”) .

The Company will not receive any proceeds fromséle of common shares by any selling shareholder.

On April 20, 2011, following regulatory approvalevannounced the appointments of Crystal K. Rosghad of the Board of Directors of CPF
and Central Pacific Bank (“CPB”) and John C. Ddarmer Executive Chairman of CPF and CPB, as Peesidnd Chief Executive Officer
(“CEO”) of CPF and CPB. Mr. Dean continues to sase director of both the CPF and CPB boards.

In May 2011, we completed our previously announigits offering (the “Rights Offering”) totaling ppoximately $20 million whereby
shareholders of record as of close of businessbnuiary 17, 2011, and their transferees purchgggeemately 2,000,000 newly-issued
common shares following the expiration of the dffgron May 6, 2011 at the same price per sharelpattie investors in the Private
Placement. The Rights Offering was part of our péedization plan.

On June 22, 2011, the Treasury completed a pubtlemwritten offering of 2,850,000 shares of our owon stock it received in the TARP
Exchange. The Company did not receive any prociedsthis offering. The Treasury continues to hd|d70,117 shares of our common st
and a warrant to purchase 79,288 shares of our constock.

Regulatory Matters

In May 2011, the regulatory Consent Order (the “€ort Order”that the bank entered into with the Federal Deposiirance Corporation (tl
“FDIC") and the Hawaii Division of Financial Institions (the “DFI")on December 9, 2009 was lifted. In place of the<eon Order, the Boal
of Directors of the bank entered into a Memorandiditrdnderstanding (the “Bank MOU”) with the FDIC abiFl effective May 5, 2011. The
Bank MOU continues a number of the same requiresnem@viously required by the Consent Order, inegigdhe maintenance of an adequate
allowance for loan and lease losses, improvemeatpésset quality, limitations on credit extensiamaintenance of qualified management
and the prohibition on cash dividends to CPF, anaihgr matters. In addition, the Bank MOU requitesbank to further reduce classified
assets below the level previously required by tbhagent Order. The Bank MOU lowers the minimum lagercapital ratio that the bank is
required to maintain from 10% in the Consent Otde8% and does not mandate a minimum total risletbasipital ratio.

In addition to the Bank MOU, the Company contintgebe subject to a Written Agreement (the “Agreetfenith the Federal Reserve Bank
San Francisco (the “FRBSFand DFI dated July 2, 2010, which superseded ientsety the Memorandum of Understanding thatGbenpan'
entered into on April 1, 2009 with the FRBSF and.D¥mong other matters, the Agreement provides timéss we receive the consent of the
FRBSF and DFI, we cannot: (i) pay dividends; @geive dividends or payments representing a remtuati capital from the bank; (iii) directly
or through our non-bank subsidiaries make any paysnen subordinated debentures or trust prefeeedriies; (iv) directly or through any
non-bank subsidiaries incur, increase or guaraagedebt; or (v) purchase or redeem any sharesratock. The Agreement requires that our
Board of Directors fully utilize the Company's firaal and managerial resources to ensure thatahlk tomplies with the Bank MOU and any
other supervisory action taken by the bank’s reguta We were also required to submit to the FRBSRcceptable capital plan and cash flow
projection.
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On February 9, 2011, the bank entered into a sepitamorandum of Understanding (the “BSA MOU”) witte FDIC and DFI relating to
compliance with the Bank Secrecy Act (the “BSA hdér the BSA MOU, the bank is required to (i) futlgmply with the BSA and anti-
money laundering requirements, (ii) implement anfitaensure such compliance, including improving araintaining an adequate system of
internal controls, bolstering policies on custordee diligence, providing for comprehensive indemandesting to validate compliance, and
maintaining an adequate compliance staff, (iiiyeor all deficiencies identified by our regulatarsd (iv) provide them with progress reports.

Even though the Consent Order has been replactteliank MOU, the bank remains subject to a nurobegquirements as described above.
We cannot assure you whether or when the Compathyhanbank will be in full compliance with the agmeents with the regulators or whether
or when the Bank MOU, the Agreement and the BSA M@lUbe terminated. Even if terminated, we mayl & subject to other agreements
with regulators that restrict our activities andynadso continue to impose capital ratios requiretsiehhe requirements and restrictions of the
Bank MOU, the Agreement and the BSA MOU are judiigianforceable and the Company or the bank'saita comply with such
requirements and restrictions may subject the Compad the bank to additional regulatory restritgiincluding: the imposition of a new
consent order; the imposition of civil monetary gkies; the termination of insurance of deposhs;issuance of removal and prohibition or
against institution-affiliated parties; the appaient of a conservator or receiver for the bankjteeance of directives to increase capital or
enter into a strategic transaction, whether by ereog otherwise, with a third party, if we agaitl feelow the capital ratio requirements; and
enforcement of such actions through injunctiongestraining orders.

Legislative Matters
On July 21, 2010, President Obama signed into tenDtodd-Frank Wall Street Reform and Consumer Btiote Act (the “Dodd-Frank Act”).
The Dodd-Frank Act resulted in sweeping changekerregulation of financial institutions aimed aeagthening the sound operation of the
financial services sector. The Dodd-Frank Act idelsi the following provisions that, among other disin
» Centralize responsibility for consumer finhprotection by creating a new agency, the Coresufmancial Protection Bureau,
responsible for implementing, examining and, fegéafinancial institutions, enforcing compliancdlwiederal consumer financial
laws. At the federal level, the FDIC will continteeexamine us for compliance with such la

¢ Change the assessment base for federal deposiamtsufrom the amount of insured deposits to ciuetald assets less tangil
capital, eliminate the ceiling on the size of thepbsit Insurance Fund (t“DIF") and increase the floor of the size of the C

* Apply the same leverage and -based capital requirements that apply to insur@dsitory institutions to most bank holdi
companies

* Require the FDIC and Federal Reserve SystERR") to seek to make their respective capitaluiegments for state nonmember
banks and bank holding companies countercyclicéhabcapital requirements increase in times ofieadc expansion and decreas
times of economic contractio

» Implement corporate governance revisionduaing with regard to executive compensation arakpraccess by shareholders, that
apply to all public companies, not just financiadtitutions.

* Make permanent the $250,000 limit for federal dégonsurance and increase the cash limit of Seiegrinvestor Protectio
Corporation protection from $100,000 to $250,000 provide unlimited federal deposit insurance ubgcember 31, 2012 for non-
interest bearing demand transaction accounts atsalted depository institution

» Repeal the federal prohibitions on the paytnhoéimterest on demand deposits, thereby permgitti@pository institutions to pay interest
on business transaction and other accol

¢ Increase the authority of the Federal Reserve améxe us and any of our r-bank subsidiaries

« Authorize the FDIC to assess the cost of examinat{the FDIC does not currently assess fees fanmiag Central Pacific Bank
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Some of these provisions may have the consequéricereasing our expenses, decreasing our reveands;hanging the activities in which
we choose to engage. The environment in which Imgnéiganizations will now operate, including legtste and regulatory changes affecting
capital, liquidity, supervision, permissible actigg, corporate governance and compensation, chandiscal policy and steps to eliminate
government support for banking organizations, mayehong-term effects on the business model anfitgibdity of banking organizations that
cannot now be foreseen. Provisions in the legstatiat revoke the Tier 1 capital treatment ofttpreferred securities do not apply to our debt
and equity instruments issued before May 19, 283Qye are grandfathered under an exception forsitepy institution holding companies
with total consolidated assets of less than $1bbiks of December 31, 2009. The specific imp&t¢he Dodd-Frank Act on our current
activities or new financial activities we may cafesi in the future, our financial performance arel iarkets in which we operate will depend
on the manner in which the relevant agencies devatal implement the required rules and the readionarket participants to these
regulatory developments. Although some rules utiteiDodd-Frank Act have become effective, many @spa the Dodd-Frank Act are still
subject to rulemaking and will take effect overesaV years, making it difficult to anticipate theevall financial impact on us, our customers or
the financial industry more generally.

Recovery Plan Progress

As previously disclosed, we adopted and implemeatestovery plan in March 2010 to improve our ficiahhealth by completing a signific:
recapitalization, reducing our credit risk exposane returning to profitability by focusing on awore businesses and traditional markets in
Hawaii.

As of June 30, 2011, we have accomplished a nuofdery milestones in our recovery plan, including:

« On February 18, 2011, we successfully completed&825 million Private Placement. Concurrently wittle completion of the Prive
Placement, we exchanged our TARP preferred stock aamcrued and unpaid dividends thereon for comntooks(the TARF
Exchang”).

« On May 6, 2011, we sucessfully completed the $2BamiRights Offering.

« The Consent Order was lifted and replaced witiBaek MOU.

« We significantly improved our tier 1 risk-based itap total riskbased capital, and leverage capital ratios as oé¢ B0, 2011 {
22.48%, 23.80%, and 13.13%, respectively, from %.68.98%, and 4.42%, respectively, as of DecembefB10. Our capital rati
currently exceed the minimum level required by Bank MOU and are above the levels required for alteapitalized”regulaton

designation

« We reported two consecutive profitable quarter$1wigt income of $8.2 million and $4.6 million inetlsecond and first quarters
2011, respectively

« We reduced our nonperforming assets by $53.5 mittio$249.3 million at June 30, 2011 from $302.8iom at December 31, 201

« We reduced our construction and development loatigho (excluding ownemccupied loans) as of June 30, 2011 to $226.5ani
or 11.1% of our total loan portfolio. At Decembdr, 2010, this portfolio totaled $299.9 million, 18.8% of our total loan portfolic

« We maintained an allowance for loan and lease $oase percentage of total loans and leases d¥8at@une 30, 2011, compare:
8.89% at December 31, 2010. In addition, we maiethian allowance for loan and lease losses ascargage of nonperformi
assets of 66.95% at June 30, 2011, compared t8%3ab December 31, 201

« We reduced total outstanding borrowings with thddfal Home Loan Bank of Seattle (*FHLB") to $301.0 million at June 30, 2C
from $551.3 million at December 31, 20:

Basis of Presentation

Management's discussion and analysis of finan@abition and results of operations should be reazbinjunction with the accompanying
consolidated financial statements under “Parelitl. Financial Statements (Unaudited).”
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Critical Accounting Policies

The preparation of financial statements in accardamith accounting principles generally accepteth@United States of America (“GAAP”)
requires that management make certain judgmentsissdertain estimates and assumptions that affiegtints reported and disclosures made.
Accounting estimates are deemed critical whenfamifit estimate could have reasonably been useti@re changes in the estimate are
reasonably likely to occur from period to periodlamould materially impact our consolidated finahsi@atements as of or for the periods
presented. Management has discussed the developmebselection of the critical accounting estimaiaied below with the audit committee

of the board of directors, and the audit committas reviewed the accompanying disclosures.

Allowance for Loan and Lease Losses

The allowance for loan and lease losses (the “Adloge”) is management’s estimate of credit lossesramt in our loan and lease portfolio at
the balance sheet date. We maintain our Allowahe® amount we expect to be sufficient to absodbable losses inherent in our loan and
lease portfolio based on a projection of probakfelman charge-offs.

For loans classified as impaired, an estimated iimment loss is calculated. To estimate loan chaffeen other loans, we evaluate the level
and trend of nonperforming and potential probleankand historical loss experience. We also consitler relevant economic conditions and
borrower-specific risk characteristics, includingrent repayment patterns of our borrowers, theviaiue of collateral securing specific loans,
changes in our lending and underwriting standandisgeeneral economic factors, nationally and innfaekets we serve, including the real es
market generally and the residential and commecciastruction markets in particular. Estimated ledss are determined by loan category
risk profile, and an overall required Allowancec@culated, which includes amounts for imprecisiod uncertainty. Based on our estimate of
the level of Allowance required, a provision foatoand lease losses (the “Provision”) is recordeddintain the Allowance at an appropriate
level.

Our policy is to charge a loan off in the periodihich the loan is deemed to be uncollectible. \&estder a loan to be uncollectible when it is
probable that a loss has been incurred and the @oyngan make a reasonable estimate of the lofisede instances, the likelihood of and/or
timeframe for recovery of the amount due is unéertaeak, or protracted.

Our process for determining the reserve for unfdnommitments is consistent with our process foermeining the Allowance and is adjusted
for estimated loan funding probabilities. Reserfeesinfunded commitments are recorded separatebyithh a valuation allowance included in
other liabilities. Credit losses for off-balanceeshcredit exposures are deducted from the allogvéorccredit losses on off-balance sheet credit
exposures in the period in which the liability ettted. The allowance for credit losses on off-ha&asheet credit losses is established by a
charge to other operating expense.

In the second quarter of 2011, we recorded a ctredfite Provision of $8.8 million. We had an Allavez, as a percentage of total loans and
leases, of 8.16% at June 30, 2011, compared t&Ba8December 31, 2010. Although our credit rigifipgr has improved in recent quarters
and general economic trends and market conditiame bhown signs of stabilization to some degre&yréiser described in the “Material
Trends” section below, concerns over the globalldr#l economies still remain. Accordingly, it isgsible that the Hawaii or California real
estate markets could begin to deteriorate furtlfighis occurs, it would result in an increasedan delinquencies, an increase in loan charge-
offs or a need for additional increases in our whimce; any of which would require an increase inRmavision. Even if economic conditions
improve or stay the same, it is possible that wg engerience material credit losses and in turcreiases to our Allowance and Provision, due
to the elevated risk still inherent in our existingn portfolio resulting from our high concentoatiof commercial real estate and construction
loans.

Additionally, when establishing our Allowance, wade certain assumptions and judgments with respeloe quality of our loan portfolio. As
the economy began to deteriorate in the seconha®07 and real estate values declined, we febadmany of the assumptions and
judgments that we made at the time needed to beri@idyt changed in subsequent periods, which reduit rapid negative credit migration &
substantial losses in fiscal 2008, 2009, and 2B&@ause of the potential volatility that still esisn the marketplace, we are not able to predict
the potential increases that we may need to incour Allowance if real estate values do not imgrov continue to decline in the markets that
we serve, or if the financial condition of our bmsers declines or fails as a result of their carghexposure to the real estate markets and
financial stresses.

Since we cannot predict with certainty the amodrnban and lease charge-offs that will be incuraed because the eventual level of loan and
lease charge-offs are impacted by numerous conditieyond our control, we use our historical loggeeence adjusted for current conditions
to determine the Allowance and Provision. In additivarious regulatory agencies, as an integralgfdaheir examination processes,
periodically review our Allowance. Such agenciey/megjuire that we recognize additions to the Allaegbased on their judgments about
information available to them at the time of th@wamination. Accordingly, actual results could giffrom those estimates. Changes in the
estimate of the Allowance and related Provisiondouaterially affect our operating results. Theedetination of the Allowance requires us to
make estimates of losses that are highly unceatadhinvolves a high degree of judgment.
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Loans Held for Sale

Loans held for sale consists of Hawaii residemtiattgage loans, as well as Hawaii and Mainland itoason and commercial real estate loi
Hawaii residential mortgage loans classified asl lfi@l sale are carried at the lower of cost or ¥aiue on an aggregate basis while the Hawaii
and Mainland construction and commercial real edt@ns are recorded at the lower of cost or faluer on an individual basis.

Loans originated with the intent to be held in partfolio are subsequently transferred to heldstde when a decision is made to sell these
loans. At the time of a loan’s transfer to the Heldsale account, the loan is recorded at the l@feost or fair value. Any reduction in the
loan’s value is reflected as a write-down of theorded investment resulting in a new cost basit) aicorresponding reduction in the
Allowance.

In subsequent periods, if the fair value of a lokssified as held for sale is less than its casid) a valuation adjustment is recognized in our
consolidated statement of operations in other dipgr@xpense and the carrying value of the loadjasted accordingly. The valuation
adjustment may be recovered in the event thatainerélue increases, which is also recognized inconsolidated statement of operations in
other operating expense.

The fair value of loans classified as held for sakegenerally based upon quoted prices for siragaets in active markets, acceptance of firm
offer letters with agreed upon purchase pricegadisted cash flow models that take into accounketasbservable assumptions, or
independent appraisals of the underlying collateealiring the loans. We report the fair values afveiii and mainland construction and
commercial real estate loans net of applicabléngetiosts on our consolidated balance sheets.

Reserve for Residential Mortgage Loan Repurchassé

We sell residential mortgage loans on a “whole-1daasis to government-sponsored entities (“GSEs’Agrencies”) Fannie Mae and Freddie
Mac and also to non-agency investors. These ldas sacur under industry standard contractual gioms that include various representations
and warranties, which typically cover ownershiphd loan, compliance with loan criteria set forihthe applicable agreement, validity of the
lien securing the loan, and other similar mattéfe.may be required to repurchase certain loansveitididentified defects, indemnify the
investor, or reimburse the investor for any créaises incurred. We establish mortgage repurclesseves related to various representations
and warranties that reflect management’s estimfdtesses for loans for which we could have repusehabligation. The reserves are
established by a charge to other operating exparsg consolidated statements of operation. AeJ8®, 2011 and December 31, 2010, this
reserve totaled $6.7 million and $5.0 million, resfively, and is included in other liabilities oara@onsolidated balance sheets.

The repurchase reserve is applicable to loans igated and sold with representations and wareantivhich is representative of the entire
sold portfolio. Originations for agency and non+agefor vintages 2005 through June 30, 2011 wepeagimately $3.1 billion and $2.8

billion, respectively. Outstanding balances forragyeand non-agency (estimated) for vintages 20afutth 2011 as of June 30, 2011 were $2.3
billion and $1.7 billion, respectively. Represeittas and warranties relating to borrower fraud gelheare enforceable for the life of the loan,
whereas early payment default clauses generallyeeafter 90 days, depending on the sales coniéetestimate that outstanding loans sold
that have early payment default clauses as of 30n2011 total approximately $95.5 million.

The repurchase loss liability is estimated by o@gjion year to capture certain characteristicsagchevintage, e.g., economic and housing m
conditions, mortgage loan defaults, underwritirgnstards, etc. Expected repurchases by vintageagszllon estimates of current and future
investor demand, which are further derived fromneenic factors, investor demand strategies and @kiernal conditions. To the extent that
repurchase demands are made by investors, we malyldéo appeal such repurchase demands. Howawesippeals success may be affected
by the reasons for repurchase demands, the qoélihe demands, and our appeals strategies. Ltssgstimates include assumptions about the
quality of the sold portfolio, as well as econoraiw other external factors.

Currently, repurchase demands relate primarily0@72and 2008 vintages, during which, debt-to-incoati®s and loan-to-values tended to be
higher, as the GSEs relaxed enforcement of undiémgystandards for conforming loans. During 2018,experienced an increase in
repurchase activity for these older vintage loassneasured by the number of investor file requesgtsirchase demands, and actual
repurchases. We believe the increase in repurcwsty relates to continued weak economic copdgias investors continued to experience
elevated levels of defaulted loans.

Loans repurchased during the three and six momitisceJune 30, 2011 totaled approximately $4.2 anillind $4.8 million, respectively.
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The reasons for repurchases have varied, from presentation to income and documentation errors.tbdhe limited amount of historical
repurchase activity, we continue to analyze repaseldata for emerging material trends. The numbpairchase requests by vintage and
investor type, as well as appeals and repurchasedepicted in table below.

Repurchase Demands, Appeals, Repurchases
Six months ended June 30, 201

Government Sponsored Entities Non-GSE Investors
Repurchase Pending Repurchase Pending

Vintage Demands Appealed Repurchasec Resolution Demands Appealed Repurchasec Resolution
2005 and prio 3 - 1 2 - - - -
2006 2 - - 2 - - - -
2007 - - - - 4 - 2 2
2008 6 1 - 5 7 - 2 5
2009 5 - 1 4 - - - -
2010 9 3 1 5 - - - -
2011 3 2 - 1 - - - -

Total 28 6 3 19 11 - 4 7

[1] Based on repurchase requests received betveeerady 1, 2011 and June 30, 20

The reserve for residential mortgage loan repuehasses of $6.7 million at June 30, 2011, reprsseur best estimate of the probable loss
that we may incur for various representations aagranties in our loan sales contracts with investdhis represents an increase of $1.7
million from December 31, 2010, which was necessagur estimation, due to the increase in repusetectivity, and uncertainty and risk
around future activity and losses. The table bedbaws changes in the repurchase losses liabiligeshitial establishment.

Six Months Ended June 30 Year Ended December 31
2011 2010 2010 2009 2008
(Dollars in thousands)

Balance, beginning of peric $ 501 $ 18 $ 18z $ 22 $ 5
Change in estima 2,84( 15C 6,071 161 22
Utilizations (1,19¢) - (1,240 - -

Balance, end of period $ 6,65¢ $ 33z % 501< $ 18 $ 22

Our ability to predict repurchase losses is advgisgpacted by the lack of significant historicakpedent, as well as the lack of access to the
servicing records of loans sold to non-agenciedlitkahally, repurchase losses depend upon econfaniors and other external conditions that
may change over the life of the underlying loamiglimg difficulty to the estimation process and riegg considerable management judgment.
To the extent that future investor repurchase denaawl appeals success differ from past experieneepuld have increased demands and
increased loss severities on repurchases, causimg fadditions to the repurchase reserve.

Goodwill and Other Intangible Assets

During the first quarter of 2010, we determined @raimpairment test on our remaining goodwill weguired because of the uncertainty
regarding our ability to continue as a going conarthat time combined with the fact that our nedapitalization remained depressed. As a
result of that impairment test, we determined thatremaining goodwill associated with our Hawaarket reporting unit was impaired and
recorded a non-cash impairment charge of $102 [fomilSince that time, we had no goodwill remainorgour consolidated balance sheet.

Prior to the first quarter of 2010, we reviewed therying amount of goodwill for impairment on amaal basis and performed additional
assessments on a quarterly basis whenever indoaftimpairment were evident. Goodwill attributatdeeach of our reporting units was tested
for impairment by comparing their respective faatues to their carrying values. When determinirigvalue, we utilized a discounted cash
flow methodology for our Commercial Real Estateontipg unit and versions of the guideline compamnyideline transaction and discounted
cash flow methodologies for our Hawaii Market repay unit. Absent any impairment indicators, wefpened our annual goodwiill

impairment tests during the fourth quarter of eimtal year.
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Similar to our process for evaluating our goodfat impairment, we also perform an impairment assest of our other intangible assets
whenever events or changes in circumstance indibatehe carrying value of those assets may noéteverable.

Our impairment assessment of goodwill and othemigible assets involve, among other valuation nusthtihve estimation of future cash flows
and other methods of determining fair value. Estiingafuture cash flows and determining fair valisesubject to judgments and often involves
the use of significant estimates and assumptioeyding assumptions about the future growth artdmi@l volatility in revenues and costs,
capital expenditures, industry economic factors faiture business strategy. The variability of thetbrs we use to perform the goodwill
impairment test depends on a number of conditimefyding uncertainty about future events and dashs. All such factors are interdepend
and, therefore, do not change in isolation. Acawgtyi, our accounting estimates may materially cleaingm period to period due to changing
market factors. If we had used other assumptiodseatimates or if different conditions occur inuig periods, including, but not limited to,
changes in other reporting units or operating sedspéuture operating results could be materiatipacted.

Deferred Tax Assets and Tax Contingencies

Deferred tax assets (“DTAs") and liabilities areagnized for the estimated future tax effectslattable to temporary differences and
carryforwards. A valuation allowance may be reciiifebased on the weight of available evidences ihore likely than not that some portion
or all of the DTAs will not be realized. In detemirig whether a valuation allowance is necessarycamsider the level of taxable income in
prior years, to the extent that carrybacks are fierdhunder current tax laws, as well as estimafdature taxable income and tax planning
strategies that could be implemented to accel¢éaatdhle income, if necessary. If our estimatesibfre taxable income were materially
overstated or if our assumptions regarding thectassequences of tax planning strategies were inaiegisome or all of our DTAs may not be
realized, which would result in a charge to earsirig 2009, we established a valuation allowaneénag our net DTAs. See “—Results of
Operations — Income Taxes” below.

We have established income tax contingency resdovgrtential tax liabilities related to uncertaax positions. Tax benefits are recognized
when we determine that it is more likely than ratttsuch benefits will be realized. Where uncetya@xists due to the complexity of income
tax statutes and where the potential tax amoustsignificant, we generally seek independent tariops to support our positions. If our
evaluation of the likelihood of the realizationlEnefits is inaccurate, we could incur additiomabime tax and interest expense that would
adversely impact earnings, or we could receiveb&nefits greater than anticipated which would el impact earnings.

Defined Benefit Retirement Plan

Defined benefit plan obligations and related assketair defined benefit retirement plan are presei Note 14 to the consolidated financial
statements. In 2002, the defined benefit retirerpéant was curtailed and all plan benefits weredigs of that date. Plan assets, which consist
primarily of marketable equity and debt securite® typically valued using market quotations. Ribligations and the annual pension expi
are determined by independent actuaries throughgbef a number of assumptions. Key assumptiongemsuring the plan obligations inclt
the discount rate and the expected long-term rfatetarn on plan assets. In determining the distoate, we utilize a yield that reflects the top
50% of the universe of bonds, ranked in the ordi¢hehighest yield. Asset returns are based uperanticipated average rate of earnings
expected on the invested funds of the plans.

At December 31, 2010, we used a weighted-averag®uint rate of 5.1% and an expected long-termafateturn on plan assets of 8.0%,
which affected the amount of pension liability resed as of year-end 2010 and the amount of persipanse to be recorded in 2011. For both
the discount rate and the asset return rate, &rahgstimates could reasonably have been usedwitald affect the amount of pension
expense and pension liability recorded.

An increase in the discount rate or asset retuenwauld reduce pension expense in 2011, whileceedse in the discount rate or asset return
rate would have the opposite effect. A 0.25% chandbe discount rate assumption would impact 20drision expense by less than $0.1
million and yearend 2010 pension liability by $0.9 million, whiléda25% change in the asset return rate would im@t1 pension expense
less than $0.1 million.

Impact of Recently Issued Accounting Pronouncementsn Future Filings

In January 2011, the Financial Accounting Stand8atsrd (“FASB”) issued Accounting Standards UpdagsuU”) 2011-01, Deferral of the
Effective Date of Disclosures about Troubled DedstRucturings in Update No. 20-20, which temporarily delays the effective date fabjic
entities of the disclosures about troubled delitwetirings (“TDRs”) in ASU 2010-20,Disclosures about the Credit Quality of Financing
Receivables and the Allowance for Credit Los. The deferral will allow the FASB to complete dsliberations on what constitutes a TDR,
to coordinate the effective dates of the new dmales about TDRs for public entities in ASU 2010a2@ the guidance for determining what
constitutes a TDR. We do not expect the adoptiathisfguidance to have a material impact on ouscbdated financial statements.
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In April 2011, the FASB issued ASU 2011-02Creditor's Determination of Whether a Restruatgris a Troubled Debt Restructurinthis
ASU provides additional guidance related to deteingi whether a creditor has granted a concessichydes factors and examples for
creditors to consider in evaluating whether a testiring results in a delay in payment that isgnéicant, prohibits creditors from using the
borrower's effective rate test to evaluate whetheoncession has been granted to the borrowedugifactors for creditors to use in
determining whether a borrower is experiencingrimial difficulties. A provision in ASU 2011-02 alsmds the FASB’s deferral of the
additional disclosures about TDRs as required by 281020. This ASU is effective for the Company's repastperiod ending September
2011. We do not expect the adoption of this guidancave a material impact on our consolidateanfiial statements.

In April 2011, the FASB issued ASU 2011-0BReconsideration of Effective Control for Repurchasgreements.The amendments in this
ASU remove from the assessment of effective comltmlcriterion requiring the transferor to have aéhdity to repurchase or redeem the
financial assets on substantially the agreed teerex; in the event of default by the transferee dimendments in this ASU also eliminate the
requirement to demonstrate that the transferorgeses adequate collateral to fund substantialh@ltost of purchasing replacement financial
assets. This ASU is effective prospectively fong@ctions, or modifications of existing transactiathat occur on or after January 1, 2012. We
do not expect the adoption of this guidance to lemeaterial impact on our consolidated financiateshents.

In May 2011, the FASB issued ASU 2011-0Arendments to Achieve Common Fair Value MeasuresmenDisclosure Requirements in
U.S. GAAP and IFRS% The amendments in this ASU generally represtartfications of Topic 820, but also include somstances where a
particular principle or requirement for measuriag ¥/alue or disclosing information about fair valoneasurements has changed. This ASU
results in common principles and requirements feasuiring fair value and for disclosing informataiyout fair value measurements in
accordance with U.S. GAAP and International FinahRieporting Standards (“IFRS”). This ASU is effeetfor the Company'’s reporting
period beginning on January 1, 2012. We do notedbe adoption of this guidance to have a matériphct on our consolidated financial
statements.

In June 2011, the FASB issued ASU 2011“@8nendments to Topic 220, Comprehensive Incdrimder the amendments in this ASU, an
entity has the option to present the total of caghpnsive income, the components of net incomettdomponents of other comprehensive
income either in a single continuous statemenbaigrehensive income or in two separate but consecstiatements. In both choices, an et

is required to present each component of net incalorgy with total net income, each component oépttomprehensive income along with a
total for other comprehensive income, and a tatadant for comprehensive income. This ASU elimindkesoption to present the components
of other comprehensive income as part of the setewf changes in stockholders’ equity. The amemdsni@ this ASU do not change the
items that must be reported in other compreherisa@me or when an item of other comprehensive ircamst be reclassified to net income.
This ASU is effective for the Company’s reportingriod beginning on January 1, 2012, with retrospedapplication required. We do not
expect the adoption of this guidance to have amahienpact on our consolidated financial statersent

Financial Summary

During the second quarter of 2011, we reportednueime of $8.2 million, or $0.20 per diluted sharempared to a net loss of $16.1 million
$12.01 per diluted share, reported in the secomadtgiuof 2010. Net income for the first half of 20das $12.9 million, or $3.15 per diluted
share, compared to a net loss of $176.3 millior§1dr9.18 per diluted share for the first half 0L@0O0ur net income per diluted share for the
first half of 2011 of $3.15 includes the impactaobne-time accounting adjustment totaling $85.lisnilrelated to the previously mentioned
TARP Exchange. Excluding this otieae adjustment, which did not impact our repometlincome of $12.9 million, our net income peutit
share for the first half of 2011 was $0.38. SeeeNdt to the consolidated financial statements foreninformation. The net loss in the first half
of 2010 included a non-cash goodwill impairmentrgesof $102.7 million.

Our net income in the first and second quarte0dfl was driven by continued improvement in ouetigsality, which resulted in a signific:
reduction in our total credit costs. Total credists, which includes the Provision, write-downsoains classified as held for sale, write-downs
of foreclosed property and the change in the resemwunfunded commitments, were reduced from agehaf $21.8 million and $88.3 million

in the three and six months ended June 30, 20&pectively, to credits of $6.4 million and $4.5lioih in the three and six months ended June
30, 2011, respectively.
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The following table presents annualized returnawgrage assets, average shareholders’ equity,geviaagible equity and basic and diluted
earnings per share for the periods indicated. Ageetangible equity is calculated as average shhtet® equity less average intangible assets,
which includes goodwill, core deposit premium, oasér relationships and non-compete agreements ageantangible assets were $20.9
million and $21.3 million for the three and six ntles ended June 30, 2011, respectively, and $23l@mand $74.6 million for the comparal
prior year periods.

Three Months Ended Six Months Ended
June 30, June 30,

2011 2010 2011 2010
Return (loss) on average ass 0.81% (2.50 % 0.64 % (7.79) %
Return (loss) on average shareholders' et 8.0¢ (41.67) 8.4¢ (146.95
Return (loss) on average tangible eq 8.52 (49.25 9.12 (213.29
Basic earnings (loss) per common st $ 02C $ (12.0) $ 3.2z*  $ (119.19
Diluted earnings (loss) per common sh 0.2C (22.09) 3.1t* (119.19)

* Includes the impact of a o-time accounting adjustment totaling $85.1 milli@tated to the TARP Exchange. Exclud
this one-time adjustment, our basic and dilutechéags per share was $0.39 and $0.38 for the sixthsoanded June 30,
2011, respectively

Material Trends

The global and U.S. economies continue to stabitidiewing the economic downturn caused by disrpsiin the financial system in 2008.
Signs of stabilization of the financial markets gmdwth in the U.S. economy were partly attribuéatal various initiatives of the U.S.
government. Initiatives such as the Emergency Ecioni&tabilization Act (“EESA”) and the American Reery and Reinvestment Act
(“ARRA") have thus far helped the financial markatsd U.S. economy. Additionally, the Federal Res&ystem (“FRB”) implemented a
number of initiatives to provide stability and aifstial liquidity to the financial markets in 200Bhese initiatives included providing additional
liquidity to the asset-backed commercial papermodey markets and planned purchases of short-tebiabligations issued by Fannie Mae,
Freddie Mac and the Federal Home Loan Banks. THg IBRRered the federal funds benchmark rate to gea zero to 0.25% and the
discount rate to 0.50% in December 2008 and kegsetihates at those levels until increasing theodiscrate to 0.75% in February 2010. In
November 2010, the FRB announced an initiativeyknas QE2, to purchase an additional $600 billioagsets

Despite recent signs of stabilization, concernsuaitiee global and U.S. economies still remain,udolg weak consumer confidence and
increased volatility in both energy prices anddhpital markets. In addition, growing governmemtehtedness, a large budget deficit, and
recent concerns over the federal debt ceiling lexaeerbated the uncertainty surrounding a sustaoedomic recovery. On August 2, 2011,
legislation was enacted to increase the federdl daling and to reduce future spending levels $ynaich as $2.4 trillion over the next 10 ye
Notwithstanding the passage of this legislatiorisiaremains that major rating agencies could redbe ratings of U.S. Treasury securitie

the legislation is not deemed sufficient to addtesscountry’s growing debt burden. While the ptitdreffects of a U.S. downgrade are not yet
well understood, it could raise borrowing costs addersely impact the mortgage and housing markets.

The majority of our operations are concentratethéstate of Hawaii, and to a lesser extent, iif@ala and a few western states. Our busil
performance is significantly influenced by conditsan the banking industry, macro economic condg#tiand the real estate markets in Hawaii
and California. A favorable business environmemgdrerally characterized by expanding gross staidugt, low unemployment and rising
personal income; while an unfavorable businessrenmient is characterized by declining gross staddyct, high unemployment and declin
personal income.

Hawaii's economy continues to show signs of recpaerd is expected to see modest improvement dtlmmgemainder of 2011 and stronger
growth in 2012, according to the Hawaii State Dapant of Business, Economic Development & TouriSBBEDT”). Tourism remains
Hawaii’'s most significant economic driver and actog to the Hawaii Tourism Authority (“HTA”), totalisitor arrivals and visitor
expenditures increased by 4.7% and 18.4%, resdgctifor the first half of 2011 compared to the saperiod in 2010. The Department of
Labor and Industrial Relations reported that Hawaiéasonally adjusted unemployment rate declirad 6.3% in December 2010 to 6.0% in
June 2011 and Hawaii's unemployment rate remaiedoibthe national seasonally adjusted unemploymeatof 9.2%. DBEDT projects real
personal income and real gross state product tw gyoa modest 1.0% and 1.6%, respectively, in 2011.
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On March 11, 2011, a massive earthquake triggemgdra tsunami that devastated northeastern J&gaording to the HTA, visitor arrivals
and expenditures from Japan accounted for apprdelyna7.4% and 16.9%, respectively of the totaitersarrivals and expenditures in 2010.
Japanese visitor arrivals and expenditures indlcersd quarter of 2011 were down 20.1% and 5.3%egertwely, compared to the same period
in 2010, due to flight suspensions and trip caatielhs following the earthquake and tsunami. Degpié negative impact of the earthquake
tsunami on Japanese travel to Hawaii, DBEDT prej#tat overall visitor arrivals will increase by8% for 2011, a rate similar to its previous
forecast conducted before the Japan earthquake fdneicast reflects the decline of Japanese astit@inpered by an increase in arrivals from
the U.S. mainland and other international markegpgcially visitors from Canada.

Historically, real estate lending has been a prynfiacus for us, including construction, residentiartgage and commercial mortgage loans

a result, we are dependent on the strength of Haweal estate market. According to the HonoluheBl of Realtors, Oahu unit sales volume
decreased 7.0% for single-family homes and 2.6%dodominiums for the six months ended June 20tipered to the six months ended
June 2010. The median sales price for single-fahlyes on Oahu for the six months ended June 2@%1$%70,000, representing a decrease
of 2.6% from the prior year. The median sales piagceeondominiums on Oahu for the six months endlgte 2011 was $304,500, representing
a decrease of 0.2% from the prior year. Expectatfoom local real estate experts and economistatbe Hawaii real estate market to show
improvement in the second half of 2011, howevegrdghs no assurance that this will occur. As phdu plans to reduce our credit risk
exposure, we have taken and will continue to tatens to reduce certain aspects of our commegaaksstate and construction loan portfolios.

Potential impediments to recovery in the Hawaiiremay include projected budget shortfalls for themda state government in 2011. To
address these shortfalls, the Hawaii state govamhmay initiate additional layoffs, furloughs anadgram cuts, as they have in the past.

California, along with the rest of the nation, apeto be in the midst of a modest, drawn-out reppvAfter ending 2010 with some
momentum, positive economic signs continued duttiregearly months of 2011. However, during the sdapmarter of 2011, weak real estate
market conditions, depressed construction actieityl public sector fiscal problems continued to pameconomic growth. In addition, unrest
in oil producing nations and the earthquake andasu that struck Japan resulted in more uncertdortZalifornia’s outlook. The California
Association of Realtors (“CAR”) reported that JB 1 unit home sales were down 3.6% from the samiega year ago, while the median
sales price decreased by 5.9% from year ago lé&w@295,300. CAR anticipates 2011 to be a trarmsiiear, moving further toward
stabilization, and forecasts California’s annudsand median sales price to increase 2% to 50240i@s and $312,500, respectively. Labor
markets within the state remained weak througHiteehalf of 2011 as California’s seasonally ad@gasunemployment rate increased to 11.8%
at June 2011 and continues to be well above thenatunemployment rate of 9.2%. California stadegynment’s budget crisis is more severe
than Hawaii’s. Having already issued IOUs once kefo preserve cash, Califorrsagovernment faces a $25.4 billion shortfall anldiking a
further cuts in wages, furloughs and governmengams. Although we are not making new loans infGalia, our existing loan portfolio
continues to have significant exposure to its migtke

As we have seen over the past few years, our opgnasults are significantly impacted by the ecogan Hawaii and California and the
higher risk nature of our loan portfolio. Loan derdadeposit growth, provision for loan and leassés, asset quality, noninterest income and
noninterest expense are all affected by changesdnomic conditions. If the residential and comrniareal estate markets we have exposure
to do not improve or continue to deteriorate, @suits of operations would be negatively impacted.
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Results of Operations

Net Interest Incom

Net interest income, when expressed as a perceotayerage interest earning assets, is referrag“net interest margin.” Interest income,
which includes loan fees and resultant yield infation, is expressed on a taxable equivalent bagig@n assumed income tax rate of 35%. A
comparison of net interest income on a taxablevedemt basis (“net interest income”) for the thaeel six months ended June 30, 2011 and
2010 is set forth below.

Three Months Ended Three Months Ended
June 30, 2011 June 30, 201(
Average Average Amount Average Average Amount
Balance Yield/Rate  of Interest Balance Yield/Rate  of Interest
(Dollars in thousands)
Assets
Interest earning asse
Interes-bearing deposits in other bar $ 471,17 0.2¢% $ 30C $ 738,76t 02t% $ 467
Taxable investment securities 1,205,76. 2.4C 7,241 419,82° 3.4¢ 3,65¢
Tax-exempt investment securities | 12,48( 8.92 27€ 14,45¢ 8.0t 29z
Loans and leases, net of unearned incom 2,094 55! 5.0¢ 26,46¢ 2,822,96 5.0¢ 35,78¢
Federal Home Loan Bank stock 48,79 - - 48,795 - -
Total interest earning ass 3,832,76 3.5¢ 34,28 4,044,811 3.9¢ 40,20:
Nonearning asse 214,35¢ 247,51¢
Total asset $ 4,047,12 $ 4,292,33.

Liabilities and Equity
Interes-bearing liabilities

Interes-bearing demand depos $ 535,05 012% $ 161 $ 604,98 01 $ 25(C
Savings and money market depo 1,113,801 0.1¢ 50C 1,075,02! 0.5t 1,487
Time deposits under $100,0 402,72: 1.0¢ 1,03% 535,22 1.61 2,14¢
Time deposits $100,000 and o 438,97: 0.7¢ 86& 425,93 1.5¢ 1,65¢
Shor-term borrowings 1,73(C - - 202,19: 0.61 30¢
Lonc-term debt 409,15: 2.5¢ 2,642 649,91( 3.12 5,05¢
Total intere-bearing liabilities 2,901,43. 0.7z 5,20t 3,493,27 1.2t 10,90¢
Noninteres-bearing deposit 663,11¢ 568,14(
Other liabilities 66,19¢ 66,30¢
Total liabilities 3,630,74! 4,127,72!
Shareholders' equil 406,38: 154,59:
Non-controlling interests 9,99t 10,01%
Total equity 416,37t 164,60¢
Total liabilities and equit $ 4,047,122, $ 4,292,33
Net interest incom $  29,07¢ $  29,29¢

Net interest margi 3.04% 2.9(%
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Six Months Ended Six Months Ended

June 30, 2011 June 30, 201(
Average Average Amount Average Average Amount
Balance Yield/Rate  of Interest Balance Yield/Rate  of Interest
(Dollars in thousands)
Assets
Interest earning asse
Interes-bearing deposits in other bar $ 544,15 0.2¢% $ 68 $ 621,93 0.26% $ 797
Taxable investment securities 1,049,13. 2.3¢ 12,46¢ 612,88( 3.84 11,75¢
Tax-exempt investment securities | 12,72¢ 8.7¢ 55¢ 30,25¢ 7.17 1,08t
Loans and leases, net of unearned incom 2,141,811 5.17 55,03( 2,934,48. 5.01 73,10(
Federal Home Loan Bank sto 48,791 - - 48,797 - -
Total interest earning ass 3,796,62! 3.64 68,74: 4,248,35I 4.11 86,74:
Nonearning asse 212,29¢ 315,31:
Total asset $ 4,008,92: $ 4,563,66.

Liabilities and Equity
Interes-bearing liabilities

Interes-bearing demand depos $ 532,24t 011% $ 292 $ 608,07: 01 $ 50¢
Savings and money market depo 1,110,69: 0.22 1,232 1,110,71 0.57 3,13¢
Time deposits under $100,0 421,98 1.1t 2,40: 533,42! 1.64 4,33¢
Time deposits $100,000 and o 386,86( 0.9¢ 1,87¢ 525,67¢ 1.3¢ 3,45k
Shor-term borrowings 70,33¢ 0.5¢ 204 237,97 0.4z 49t
Lonc-term debt 424,53 2.5k 5,35¢ 653,76' 3.14 10,16¢
Total intere-bearing liabilities 2,946,65! 0.7¢ 11,367 3,669,63. 1.21 22,09¢
Noninteres-bearing deposit 670,94¢ 580,06:
Other liabilities 78,24 63,97¢
Total liabilities 3,695,84 4,313,66!
Shareholders' equil 303,07¢ 239,97:
Non-controlling interest: 9,99¢ 10,02
Total equity 313,07¢ 249,99:
Total liabilities and equity $ 4,008,92: $ 4,563,66:
Net interest incom $ 57,37¢ $ 64,64:
Net interest margi 3.04% 3.0€%

(1) Atamortized cos
(2) Includes nonaccrual loar

Net interest income expressed on a ta>-equivalent basis of $29.1 million for the secomduger of 2011, decreased by $0.2 million, or 0.8%,
from the second quarter of 2010, while taxable-egjent net interest income for the first half ofl20decreased by $7.3 million, or 11.2%, to
$57.4 million from the comparable prior year peridtle decrease in net interest income for the otiqearter and first half of 2011 was
primarily attributable to a significant reductionaverage loans and leases as we continued outseffiamprove our credit risk profile by
reducing our exposure to certain sectors of thestcoation and commercial real estate sectors.dlgrtiffsetting this reduction was an increase
in average taxable investment securities and adserin average interest-bearing liabilities aseovdinue to redeploy a portion of our excess
liquidity into higher yielding investment securiend reduce our overall funding costs. The deergaset interest income for the current
guarter also reflects a 40 basis point (“bp”) dezlin average yields earned on interest earnirgiseser the comparable prior year period and
a 53 bp decline in average rates paid on our istdrearing liabilities. The decrease in net inteiresome for the first half of 2011 reflects a 47
bp decline in average yields earned on interestiegassets over the comparable prior year pevibith exceeded the 43 bp decline in ave
rates paid on our interest-bearing liabilities. Teerease in average yields earned on our inteaesing assets was directly attributable to the
depressed interest rate environment, reductiopsiimigher yielding commercial real estate loartfptios and the corresponding increase in
our lower yielding investment securities portfolio.
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Interest Income

Taxable-equivalent interest income of $34.3 millfonthe second quarter of 2011 decreased by $8li®@mor 14.7%, from the second quarter
of 2010. The current quarter decrease was primatifibutable to a significant decline in averagans and leases, partially offset by an
increase in average taxable investment securisieescribed above. Average loans and leases dedrep$728.4 million in the current qual
compared to the second quarter of 2010, contrigutrapproximately $9.3 million of the current gearinterest income decline, while average
taxable investment securities increased by $78%3I®min the current quarter compared to the secquarter of 2010, offsetting the decline of
interest income by approximately $6.8 million. Aage yields earned on taxable investment secudéeseased by 108 bp in the current
quarter, contributing to approximately $1.1 milliohthe current quarter interest income decline.

Consistent with the above, the year-to-date deergasxable-equivalent interest income was prilyattributable to a significant decline in
average loans and leases, partially offset by erease in average taxable investment securitiesn@the first half of 2011, average loans and
leases decreased by $792.7 million from the fiadt &f 2010, reducing interest income by approxeha$19.9 million during the period, while
average taxable investment securities increas&#lB§.3 million, offsetting the decline of inter@stome by approximately $8.4 million.
Average yields earned on taxable investment séesifitr the first half of 2011 decreased by 146rbpulting in a reduction in interest income
of approximately $4.5 million, while average yieldis loans and leases increased by 16 bp, offsdttengecline in interest income by
approximately $2.3 million.

Interest Expens

Interest expense of $5.2 million for the secondrgmaf 2011 decreased by $5.7 million, or 52.3féif the comparable prior year quarter. The
decrease in interest expense during the curremteyueas attributable to the overall decline infbaterage balances and rates paid on interest-
bearing liabilities. The 37 bp decline in averagtes on savings and money market deposits corgdkiot$1.0 million of the current quarter
decrease in interest expense, the 58 bp decliagdrage rates on time deposits under $100,000iboted to $0.8 million of the current quar
decrease, the 77 bp decline in average rates end@posits $100,000 and over contributed to $0l&mif the current quarter decrease, the
61 bp decline on average rates on short-term bamgsacontributed to $0.3 million of the current geadecrease and the 53 bp decline on
average rates on long-term debt contributed to 80l8n of the current quarter decrease. Additibnahe current quarter decrease in average
balances of all time deposits, short-term borrowiagd long-term debt also resulted in lower intee&pense of $0.5 million, $0.3 million and
$1.9 million, respectively.

For the first half of 2011, interest expense desgday $10.7 million, or 48.6%, from the first hatf2010. The 35 bp decline in average rates
on savings and money market deposits contribut&d 1 million of the decrease in interest expedselines of 49 bp and 35 bp in average
rates on time deposits under $100,000 and timesiksph1 00,000 and over contributed to $1.3 milkod $0.9 million, respectively, of the
decrease in interest expense, and the 59 bp dexliaserage rates on long-term debt contributeki t6 million of the decrease in interest
expense from the comparable prior year period. #atthlly, the overall decrease in average balan€ed time deposits, short-term
borrowings and long-term debt also resulted in@etese in interest expense of $1.8 million, $0.kioniand $3.6 million, respectively,
compared to the first half of 2010.

Net Interest Margir

Our net interest margin was 3.04% for the secoradtquof 2011, compared to 2.90% in the compargbée-ago quarter. As described above,
the increase was primarily attributable to the ptofgment of a portion of our excess liquidity irtigher yielding investment securities and an
overall reduction in our funding costs.

Our net interest margin for the first half of 20&a&s 3.04% compared to 3.06% in the comparable 3gamperiod. The year-over-year
compression was primarily due to lower yields oniaterest earning assets as we continued ourtefforreduce our higher yielding
commercial real estate loan portfolio to improve onedit risk profile and our efforts to maximizalénce sheet liquidity by maintaining
elevated levels of lower yielding cash and cashvadgnt accounts through the first quarter of 204dditionally, as part of our recovery plan,
we sold available for sale securities for grosseenls of $439.4 million during the latter part ofifegh 2010. A significant amount of these
proceeds were held as cash and cash equivaleilttherfirst quarter of 2011.
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Nonperforming Assets, Accruing Loans Delinqguentd0rDays or More, Restructured Loans Still Accruintgrest

The following table sets forth nonperforming assatsruing loans delinquent for 90 days or morerasttuctured loans still accruing interest
as of the dates indicated.

June 30, December 31
2011 2010

(Dollars in thousands)

Nonperforming Asset
Nonaccrual loans (including loans held for sa

Commercial, financial and agricultul $ 57¢ $ 982
Real estate
Constructior 129,27¢ 182,07<
Mortgag-residentia 58,20 47,56(
Mortgag-commercial 18,42¢ 14,46
Consume - 225
Total nonaccrual loai 206,48 245,30«
Other real estat 42 ,86: 57,501
Total nonperforming asse 249,34¢ 302,81
Accruing loans delinquent for 90 days or mc
Real estate
Constructior - 6,55(
Mortgag-residentia - 1,80(¢
Consumer 4 181
Total accruing loans delinquent for 90 daysore 4 8,531
Restructured loans still accruing intere
Real estate
Mortgag-residentia 1,81 13,40:
Total restructured loans still accruing ietr 1,81 13,40:
Total nonperforming assets, accruing loans delingjfer 90
days or more and restructured loans still acgruiterest $ 251,16' §$ 324,74
Total nonperforming assets as a percentage of athseases
loans held for sale and other real es 11.81% 13.1&%
Total nonperforming assets and accruing loans glaéint for 9C
days or more as a percentage of loans and ldases, held for sal
and other real esta 11.81% 13.5¢%
Total nonperforming assets, accruing loans delingfe 90 days or mor
and restructured loans still accruing interest @ercentage of loal
and leases, loans held for sale and other réstk 11.8% 14.1/%

Nonperforming assets, which includes nonaccruaidaand leases, nonperforming loans classified lasftiesale and foreclosed real est:
totaled $249.3 million at June 30, 2011, compaochi302.8 million at December 31, 2010. The decréase fiscal 2010 was primarily
attributable to sales of nonperforming loans cfass$ias held for sale and foreclosed propertie®2at 6 million and $24.7 million, respectively,
paydowns of $46.5 million and charge-offs and wdtevns of $17.0 million. Offsetting these decreaseee the following significant additio
to nonperforming assets: Hawaii residential morggagns and foreclosed properties of $27.6 millldawaii construction and development
loans totaling $18.9 million, Mainland commerciabmyage loans totaling $6.8 million, Hawaii comniakenortgage loans totaling $3.5
million and Mainland construction and developmeairls totaling $2.6 million.
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Restructured loans included in nonperforming assedsine 30, 2011 consisted of 116 Hawaii residemtortgage loans with a combined
principal balance of $47.6 million, seven Hawainstuction and development loans with a combindntjgal balance of $37.2 million, and
one Hawaii commercial loan with a principal balan€&0.4 million. Concessions made to the origowitractual terms of these loans
consisted primarily of the deferral of interest &mgrincipal payments due to deterioration in bloerowers’ financial condition. The principal
balances on these restructured loans matured amdferin default at the time of restructuring arellvave no commitments to lend additional
funds to any of these borrowers. There were $1lBomiof restructured loans still accruing interastilune 30, 2011, none of which were more
than 90 days delinquent.

Provision and Allowance for Loan and Lease Losses

The following table sets forth certain informatiwaith respect to the Allowance as of the dates andhfe periods indicated:

Three Months Ended Six Months Ended
June 30, June 30,

2011 2010 2011 2010
(Dollars in thousands)

Allowance for loan and lease loss

Balance at beginning of peri $ 178,01 $ 211,64t $ 192,85 $ 205,27
Provision (credit) for loan and lease los (8,789 20,41 (10,359 79,24¢
Charg-offs:
Commercial, financial and agricultul 45E 3,82 1,861 5,981
Real estate
Constructior 3,00( 20,80( 16,85¢ 48,77¢
Mortgag-residential 1,26: 4,05¢ 3,29¢ 15,22
Mortgag-commercial 87¢ 1,462 1,10¢ 19,19:
Consume 597 59¢ 1,20z 1,53¢
Lease: - - - 1
Total charg-offs 6,194 30,74 24,32¢ 90,71(
Recoveries
Commercial, financial and agricultul 854 17¢ 1,28¢ 1,74C
Real estate
Constructior 2,54¢ 107 5,91t 5,60¢
Mortgag-residential 231 48 931 75
Mortgag-commercial 3 12 42 14
Consume 26E 297 59C 663
Leases - - - 41
Total recoveries 3,90z 642 8,76¢ 8,141
Net charge-offs 2,292 30,09¢ 15,56 82,56¢
Balance at end of period $ 16693« $ 201,95 $ 166,93¢ $ 201,95¢
Annualized ratio of net char-offs to average loar 0.44% 4.26% 1.45% 5.6%

Our Allowance at June 30, 2011 totaled $166.9 arillia decrease of $25.9 million, or 13.4%, fromryevad 2010. The decrease in our
Allowance was a direct result of $15.6 million iettioan charge-offs and a credit to the Provisibfl®.4 million.

Our Provision was a credit of $8.8 million durifgetsecond quarter of 2011, compared to a char§§2@# million in the second quarter of
2010. The decrease was due to continued improveiment credit risk profile as evidenced by furtldeclines in nonperforming assets and
charge-offs during the second quarter of 2011, @eyto the comparable prior year quarter.

Our Allowance as a percentage of our total loartfplis decreased from 8.89% at December 31, 208016% at June 30, 2011. Our
Allowance as a percentage of our nonperformingtassereased from 63.69% at December 31, 2010 .@5666 at June 30, 2011.
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The decrease in the Allowance is consistent wighsbquential quarter decrease in our nonperforadsgts, lower net loan charge-off activity,
and is consistent with our belief that we have Inefgusee signs of stabilization in certain sectdrsur loan portfolio, the overall economy and
the commercial real estate markets both in Hawali@n the Mainland.

Depending on the overall performance of the looal mational economies, the strength of the Hawali @alifornia commercial real estate
markets and the accuracy of our assumptions argirjedts concerning our loan portfolio, further adeecredit migration is possible due to the
upcoming maturity of additional loans, the pos#ipibf further declines in collateral values ané hotential impact of continued financial
stress on our borrowers, sponsors and guarantdhewasattempt to endure the challenges of the nugeonomic environment. While we have
seen preliminary signs of stabilization, we cargetermine when, or if, the challenging economicditions that we experienced over the past
three years will improve and whether or not recggms of an economic recovery will continue.

In accordance with GAAP, loans held for sale afmpteal estate assets are not included in oussis®nt of the Allowance.

Other Operating Income

Total other operating income of $10.9 million faetsecond quarter of 2011 decreased by $1.8 millioh4.1%, from the comparable prior
year period. The decrease was primarily due to lameealized gains on outstanding interest ratkdat $1.0 million and lower income fro
bank-owned life insurance of $0.9 million.

For the six months ended June 30, 2011, total atperating income of $23.4 million decreased byl $8illion, or 8.1%, over the comparable
prior year period. The decrease was primarily duewer service charges on deposit accounts of ®lllibn, lower unrealized gains on
outstanding interest rate locks of $0.9 millionyés income from bank-owned life insurance of $0iBiom and lower gains on trading
securities of $0.7 million. These decreases wertgils offset by higher other service charges &®b of $1.2 million and a non-cash gain on
the change in fair value of a derivative liabildfy$1.0 million.

Other Operating Expense

Total other operating expense for the second guaft2011 was $40.5 million, compared to $37.6 imillin the comparable prior year period.
The increase was primarily attributable to a highvewision for repurchased residential mortgag@asoaf $2.1 million, higher credit-related
charges (which include write-downs of loans heldsale, foreclosed asset expense, and changes iagarve for unfunded commitments) of
$1.2 million and higher salaries and employee henef $1.0 million. These increases were partiaffiget by lower legal and professional
services of $1.8 million.

For the six months ended June 30, 2011, other tipgraxpense of $78.1 million decreased by $108llfom, or 58.2%, from the comparable
prior year period. The decrease was primarily aitable to the $102.7 million non-cash goodwill arment charge recorded in the first
quarter of 2010, lower legal and professional &wiof $5.0 million and lower credit-related char@ehich include write-downs of loans held
for sale, foreclosed asset expense, and changles ieserve for unfunded commitments) of $3.0 omilliThese decreases were partially offset
by a higher provision for repurchased residentiaitgage loans of $2.7 million and higher salaried @amployee benefits of $1.2 million.

Income Taxes

We did not recognize any income tax expense ifitbiehalf of 2011 or 2010, as we continue to radag a full valuation allowance against
net DTAs, which was first established in the thjudarter of 2009. The establishment of the valuatitowance was primarily based upon our
recent net operating losses and the existenceéhwéa-year cumulative loss, which led to our cosicn that it was more likely than not that our
DTAs would not be fully realized. In determiningetbxtent of the valuation allowance, management@ssidered, among other things,
carryback/carryforward periods available to us edds in our historical and projected earnings.

In the second quarter of 2011, we decreased ouatiah allowance against our net DTAs by $6.4 wnillto $172.4 million at June 30, 2011

from $178.8 million at December 31, 2010. Of thatdecrease to the valuation allowance, $2.2 onilivas recognized as a non-cash credit to
income tax expense, while the remaining $4.2 nmllias credited against accumulated other comprefeluss (“AOCL").
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Financial Condition
Total assets at June 30, 2011 were $4.1 billiompzored to $3.9 billion at December 31, 2010.
Loans and Leases

Loans and leases, net of unearned income, of $iidhtat June 30, 2011, decreased by $122.7 millar 5.7%, from December 31, 2010. The
decrease was primarily due to net reductions irctmstruction and development, commercial mortgagecommercial loan portfolios totalil
$72.3 million, $47.4 million and $9.9 million, resgtively, partially offset by a net increase in theidential mortgage portfolio of $14.5
million. The net decreases in these portfoliosefiransfers to other real estate totaling $816amj net charge-offs of $15.6 million and
paydowns.

Construction and Development Loans

At June 30, 2011, the construction and developroam portfolio (excluding owner-occupied loansytetl $226.5 million, or 11.1% of the
total loan portfolio. Of this amount, $140.1 mihlievere located in Hawaii and $86.4 million weredisd on the Mainland. This portfolio
decreased by $73.5 million from December 31, 2010.

The allowance for loan and lease losses allocatethése loans was $41.6 million at June 30, 20d.18.4% of the total outstanding balance.
Of this amount, $31.1 million related to constrantand development loans in Hawaii and $10.5 mmilfielated to construction and
development loans on the Mainland.

Nonperforming construction and development asselttawaii totaled $107.7 million at June 30, 201112 6% of total assets. At June 30, 2(
this balance was comprised of portfolio loans totp$93.0 million and foreclosed properties totgl$i4.7 million. Nonperforming assets
related to this sector totaled $159.3 million at®maber 31, 2010.

Nonperforming construction and development asseth® Mainland totaled $57.4 million at June 30120or 1.4% of total assets. At June
2011, this balance was comprised of portfolio loealing $33.6 million and foreclosed propertietating $23.8 million. Nonperforming
assets related to this sector totaled $72.1 miiobecember 31, 2010.

Deposits

Total deposits of $3.2 billion at June 30, 2011eettd an increase of $97.4 million, or 3.1%, frbecember 31, 2010. The increase was
primarily attributable to increases in non-inteftesaring demand deposits, savings and money maekeisits and time deposits of $75.7
million, $25.5 million and $114.6 million, respedtly. These increases were partially offset by @ekese in interest-bearing demand deposits
of $118.5 million. The decrease in our interestrimepdemand deposits was primarily due to the exjain of the Transaction Account
Guarantee Program on December 31, 2010, whichteesin some of our customers transferring balafroes interestbearing demand depos
to non-interest bearing demand deposits to remalipihsured by the FDIC. Also contributing to tbecrease in interest-bearing demand
deposits was a transfer of approximately $35.0ionilin government deposits from interest-bearingaed deposits to time deposits in March
2011.

Core deposits, which we define as demand depasiténgs and money market deposits, and time depesi than $100,000, totaled $2.7
billion at June 30, 2011 and decreased by $82.[fomifrom December 31, 2010. The decrease was pitintue to the aforementioned
expiration of the Transaction Account GuaranteggRnm and transfer of government deposits.

Capital Resources

Common Stock

Shareholders’ equity totaled $423.8 million at J86e2011, compared to $66.1 million at December2B10. The increase in total
shareholders’ equity was a direct result of the gietion of the aforementioned Private PlacementRIPAExchange and Rights Offering.
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Trust Preferred Securities

We have five statutory trusts, CPB Capital Tru&PB Capital Trust Il, CPB Statutory Trust Ill, CRRpital Trust IV and CPB Statutory Tr

V, which issued a total of $105.0 million in tryseferred securities. Our obligations with resgedhe issuance of the trust preferred securities
constitute a full and unconditional guarantee ey@ompany of each trust’s obligations with respedts trust preferred securities. Subject to
certain exceptions and limitations, we may eleatrfitime to time to defer subordinated debenturerést payments, which would result in a
deferral of dividend payments on the related tpusterred securities, for up to 20 consecutive tgulgrperiods without default or penalty. We
began deferring interest and dividend payment$ierstibordinated debentures and the trust prefeeeutities in the third quarter of 2009.
During the deferral period, which currently stamatdi®ight consecutive quarters, the respectivestiargt likewise suspending the declaration and
payment of dividends on the trust preferred seiegtitAlso during the deferral period, we may natpag other things and with limited
exceptions, pay cash dividends on or repurchaseauamon stock or make any payment on outstandibgal#igations that rank equally with
or junior to the junior subordinated debenturestimythe deferral period, we will continue to acerand reflect in our consolidated financial
statements, the deferred interest payments oruaiorjsubordinated debentures. At June 30, 20ktuad interest on our outstanding junior
subordinated debentures relating to our trust predlesecurities was $6.7 million. With the recemmpletion of our recapitalization, we may
seek regulatory approval to pay all deferred paymender our trust preferred securities.

The FRB has determined that certain cumulativesprefl securities having the characteristics ot ppusferred securities to qualify as non-
controlling interest, and are included in CPF'srTliecapital.

Holding Company Capital Resources

CPF is required to act as a source of strengthedank under the Bank Holding Company Act. Theonitgj of the funds that we received ug
completion of the Private Placement were contrithitte CPF to the bank as capital. CPF is obligatgahly its expenses, including payment:

its outstanding trust preferred securities. Inghst, CPF has primarily relied upon dividends fitbe bank for its cash flow needs. However, as
a Hawaii state-chartered bank, it is prohibitedrfrdeclaring or paying dividends greater than itained earnings. As of June 30, 2011, the
bank had an accumulated deficit of $468.0 millibhe bank will need to eliminate the deficit and gete positive retained earnings before it
can pay any dividends. As a result, we do notgdte receiving dividends from the bank in theefmeable future. On a stand alone basis, as
of June 30, 2011, CPF had approximately $46.4onilf cash available to meet its ongoing obligation

Capital Ratios

General capital adequacy regulations adopted b and FDIC require an institution to maintaimamimum ratio of qualifying total capiti

to risk-adjusted assets of 8% and a minimum rdtibier 1 capital to risk-adjusted assets of 4%adidlition to the risk-based guidelines, federal
banking regulators require banking organizations&intain a minimum amount of Tier 1 capital tatatssets, referred to as the leverage 1
For a banking organization to be rated in the hégbé&the five categories used by regulators te batnking organizations, the minimum
leverage ratio of Tier 1 capital to total assetsnie 3%. In addition to these uniform risksed capital guidelines and leverage ratios {haly
across the industry, the regulators have the disoréo set individual minimum capital requiremefus specific institutions at rates
significantly above the minimum guidelines andasti

FDIC-insured institutions must maintain leveragier L and total risk-based capital ratios of asté#®6, 6% and 10%, respectively, and not be
subject to a regulatory capital directive to besidared “well capitalized” under the prompt correetaction provisions of the FDIC
Improvement Act of 1991. The Company’s and the balgverage capital, Tier 1 and total risk-basepitediratios as of June 30, 2011 were
above the levels required for a “well capitalizedfulatory designation and the bank is currentlgampliance with the Bank MOU which
requires that it maintain a leverage capital rafiat least 8%.
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The following table sets forth the Company’s anel blank’s capital ratios, as well as the minimumitedpdequacy requirements applicable to
all financial institutions as of the dates indichte

Minimum Required Minimum Required
for Capital to be
Actual Adequacy Purpose: Well Capitalized
(Dollars in thousands Amount Ratio Amount Ratio Amount Ratio
Company
At June 30, 2011
Leverage capitt $ 528,09¢ 13.1% $ 160,90¢ 4C% $ 201,13t 5.C%
Tier 1 risl-based capite 528,09¢ 22.t 93,98: 4.C 140,97 6.C
Total risl-based capite 559,24( 23.¢ 187,96 8.C 234,95! 10.C
At December 31, 201(
Leverage capit: $ 180,62¢ 44% $ 163,45 40% $ 204,31 5.0%
Tier 1 risl-based capite 180,62¢ 7.6 94,54 4.0 141,81! 6.C
Total risl-based capite 212,25¢ 9.C 189,08° 8.C 236,35¢ 10.C
Central Pacific Bank
At June 30, 2011
Leverage capit: $ 496,55¢ 12.2% $ 160,96¢ 40% $ 201,20¢ 5.0%
Tier 1 risl-based capite 496,55¢ 21.1 94,05 4.0 141,07¢ 6.C
Total risl-based capite 527,71. 22.4 188,10 8.C 235,12¢ 10.C
At December 31, 201(
Leverage capitt $ 197,62 48% $ 163,50( 4C0% $ 204,37t 5.C%
Tier 1 risl-based capite 197,62¢ 8.4 94,59 4.C 141,88t 6.C
Total risl-based capite 229,27 9.7 189,18 8.C 236,47¢ 10.C

Liquidity and Borrowing Arrangements

Our objective in managing liquidity is to maintairbalance between sources and uses of funds intordeonomically meet the cash
requirements of customers for loans and depoditdrétwals and participate in lending and investnogortunities as they arise. We monitor
our liquidity position in relation to changes iratoand deposit balances on a daily basis to emsaxénum utilization, maintenance of an
adequate level of readily marketable assets anesado short-term funding sources.

Core deposits have historically provided us wiizeable source of relatively stable and low costl§, but are subject to competitive pressure
in our market. In addition to core deposit funding, also have access to a variety of other short-gad long-term funding sources, which
include proceeds from maturities of our investedurities, as well as secondary funding sourcels asi the FHLB, secured repurchase
agreements, federal funds borrowings and the FeReserve discount window, available to meet aywitlity needs. While we historically

have had access to these alternative funding sgjuaiceess to these sources is not guaranteed andeniafluenced by market conditions, our
financial position, and the terms of the respectigeeements with such sources, as discussed below.

The bank is a member of and maintained a $646lfomline of credit with the FHLB as of June 30,120 At June 30, 2011, we did not have
any short-term borrowings outstanding under thiaragement and our long-term borrowings totaled $8@dillion. At December 31, 2010, we
had $200.0 million of short-term borrowings outstiang and our long-term borrowings totaled $351.8iom. In March 2011, the $200.0
million in short-term borrowings matured and weegdooff. As of June 30, 2011, approximately $34%iflion was undrawn under this
arrangement. The FHLB has no obligation to maker&uadvances to the bank.

In accordance with the collateral provisions of Advances, Security and Deposit Agreement withRH&B, as of June 30, 2011, all

outstanding FHLB advances were secured by investesaurities with a fair value of $320.6 millionchcertain real estate loans totaling
$576.3 million.
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Besides its line of credit with the FHLB, the baaiko maintained a $30.9 million line of credit witte Federal Reserve discount window.
There were no borrowings under this arrangemehtiae 30, 2011 and December 31, 2010. Advances tinderrrangement would have been
secured by certain commercial real estate loartsavitarrying value of $123.8 million at June 30120

As of June 30, 2011, the entire $30.9 million lameount was available to the bank for future bornmsi however, the Federal Reserve has the
right to decline to make advances under this lingredit. Since September 2009, the bank was ngeloaligible to access the Federal
Reserve’s primary credit facility but maintainedess to its secondary facility. There was no chamgdfee level of credit available to the bank.
However, future advances will have higher borrowdogts under the secondary facility. Furthermdigeems and maturities of advances
under this arrangement are at the discretion oF#deral Reserve and are generally limited to aghtborrowings.

Our ability to maintain adequate levels of liquydis dependent on us continuing to execute ourvergoplan, and more specifically, our ability
to continue to improve our credit risk profile, m&in our capital base, and comply with the pravisiof our agreements with regulators.
Beyond the challenges specific to our situatiom,liquidity may also be negatively impacted by weegs in the financial markets and industry-
wide reductions in liquidity.

Contractual Obligations
Information regarding our contractual obligatioagpirovided in Item 7 “Management’s Discussion amalsis of Financial Condition and

Results of Operations” of our Annual Report on FA®AK for the year ended December 31, 2010. Thave lheen no material changes in our
contractual obligations since December 31, 2010.
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Iltem 3. Quantitative and Qualitative Disclosures abut Market Risk

Market risk is the risk of loss in a financial inghent arising from adverse changes in market/@iess such as interest rates, foreign curr
rates, commaodity prices and equity prices. Our primmarket risk exposure is interest rate risk tdeaurs when rate-sensitive assets and rate-
sensitive liabilities mature or reprice during di#nt periods or in differing amounts. Asset/lispimanagement attempts to coordinate our rate
sensitive assets and rate-sensitive liabilitiemé@t our financial objectives. The Asset/Liabil@gmmittee (“ALCO”)monitors interest rate ri:
through the use of interest rate sensitivity gagb,imterest income and market value of portfoliaiggsimulation, and rate shock analyses.
Adverse interest rate risk exposures are managedgh the shortening or lengthening of the duratibassets and liabilities.

The primary analytical tool we use to measure andage our interest rate risk is a simulation meikl projects changes in net interest
income (“NII") as market interest rates change. ®uU€O policy requires that simulated changes in $fibuld be within certain specified
ranges, or steps must be taken to reduce intextestisk. The results of the model indicate thatrifix of rate-sensitive assets and liabilities at
June 30, 2011 would not result in a fluctuatiomMdfthat would exceed the established policy limits

Item 4. Controls and Procedures
Evaluation of Disclosure Controls and Procedures

As of the end of the period covered by this repod pursuant to Rule 13a-15 of the Securities Bxgha\ct of 1934, as amended, (the
“Exchange Act”)the Company's management, including the Chief BieeOfficer and Principal Financial and Accounti@dficer, conducte
an evaluation of the effectiveness and designefdbmpany's disclosure controls and procedurethéaserm is defined in Rules 13&(e) ant
15d-15(e) of the Exchange Act). Based upon thauatian, the Company's Chief Executive Officer &rthcipal Financial and Accounting
Officer concluded, as of the end of the period ceddy this report, that the Company's disclosorérols and procedures were effective in
recording, processing, summarizing and reportifigrmation required to be disclosed by the Comparithin the time periods specified in the
Securities and Exchange Commission's rules andsform

Changes in Internal Controls
As of the end of the period covered by this repbere have been no changes in the Company's ahteontrol over financial reporting (as

defined in Rule 13a-15(f) and 15d-15(f) of the Exche Act) during the quarter to which this repetates that have materially affected or is
reasonably likely to materially affect, the intelrnantrol over financial reporting.
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PART Il. OTHER INFORMATION
Item 1. Legal Proceedings
Overdraft Litigation

In March 2011, the Company and the bank were nameatkfendants in a putative class action captiasgdregory and Camila Peterson,
individually and on behalf of all others similadjtuated, Plaintiffs, v. Central Pacific Bank, QahPacific Financial Corp. and Doe Defend:
1-50, Defendants, Case No. 11-1-0457-03 VLC, inRingt Circuit Court of Hawaii in Honolulu. The cahaint asserts claims for
unconscionability, conversion, unjust enrichment &iolations of Hawaii’'s Uniform Deceptive TradeaBtice Act, relating to the bank’s
overdraft practices and fees. Plaintiffs seek datbay relief, restitution, disgorgement, damageigrest, costs and attorneys’ fees. As of the
date of this filing, we are in discussions with giaintiffs to resolve the matter and the partiagehagreed to perform additional diligence in an
attempt to reach an acceptable outcome. Becaussdiligience is ongoing, at this time, we are ndé ab estimate the amount of costs or a
reasonable range of potential costs that the Coynpeay need to incur to resolve this matter.

Iltem 1A. Risk Factors

The following risk factors have been updated frown risk factor previously disclosed in our AnnualpRrt on Form 10-K for the period ended
December 31, 2010, filed with the SEC.

We are subject to a number of requirements and prohibitions under regulatory actions and we cannot assure you whether or when such
requirements and prohibitions will be terminated.

In May 2011, the members of the Board of Directufrthe bank entered into the Bank MOU with the FRI&@I DFI, which replaced the
Consent Order. The Bank MOU continues a numben@fame requirements previously required by thes@urOrder, including the
maintenance of an adequate allowance for loaneaskllosses, improvement of our asset qualitytdtions on credit extensions, maintenance
of qualified management and the prohibition on ddisldends to CPF, among other matters. In additloe Bank MOU requires the bank to
further reduce classified assets below the lev@lipusly required by the Consent Order. The BankiM@wers the minimum leverage capital
ratio that the bank is required to maintain fron¥dlid the Consent Order to 8% and does not mandaii@ienum total risk-based capital ratio.

In addition, the Company continues to be subjeth¢écAgreement with the FRBSF and DFI dated JuB04,0, which superseded in its entirety
the Memorandum of Understanding that the Compaisgred into on April 1, 2009 with the FRBSF and D&inong other matters, the
Agreement provides that unless we receive the carmdehe FRBSF and DFI, we cannot: (i) pay dividen(ii) receive dividends or payments
representing a reduction in capital from the bdiii;directly or through our non-bank subsidiarisike any payments on subordinated
debentures or trust preferred securities; (iv)aiyeor through any non-bank subsidiaries incucréase or guarantee any debt; or (v) purchase
or redeem any shares of our stock. The Agreementres that the Board of Directors fully utilizeet@ompany’s financial and managerial
resources to ensure that the bank complies witB#mk MOU and any other supervisory action. We vedse required to submit to the FRB

an acceptable capital plan and cash flow projection

Besides the Bank MOU and the Agreement, we aresalbject to the BSA MOU.

Even though the Consent Order has been replacttelank MOU, the bank remains subject to a nurobezquirements as described above.
We cannot assure you whether or when the Compathyhanbank will be in full compliance with the agmeents with the regulators or whether
or when the Bank MOU, the Agreement and the BSA M@IUbe terminated. Even if terminated, we mayl §& subject to other agreements
with regulators that restrict our activities andynadso continue to impose capital ratios requiretsiehhe requirements and restrictions of the
Bank MOU , the Agreement and the BSA MOU are jualigienforceable and the Company or the bank'arilo comply with such
requirements and restrictions may subject the Compad the bank to additional regulatory restricsiincluding: the imposition of a new
consent order; the imposition of civil monetary gkies; the termination of insurance of deposhs;issuance of removal and prohibition or
against institution-affiliated parties; the appaient of a conservator or receiver for the bankjiteeance of directives to increase capital or
enter into a strategic transaction, whether by ereog otherwise, with a third party, if we agaill feelow the capital ratio requirements; and
enforcement of such actions through injunctioneestraining orders.
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Despite recent signs of stabilization, uncertainty about the global and U.S. economies could have an adverse effect on us.

Although general economic trends and market camsthave shown initial signs of stabilization, cemms about the global and U.S. econor
still remain, including weak consumer confidencd arcreased volatility in both energy prices anel ¢apital markets. In addition, growing
government indebtedness, a large budget defidtyarent concerns over the federal debt ceilinglexacerbated the uncertainty surrounding
a sustained economic recovery. On August 2, 2@hislhation was enacted to increase the federalaBlig and to reduce future spending
levels by as much as $2.4 trillion over the nexyé&@rs. Notwithstanding the passage of this letiislaa risk remains that major rating agen
could reduce the ratings of U.S. Treasury secuarifithe legislation is not deemed sufficient taligss the country’s growing debt burden.
While the potential effects of a U.S. downgraderaeyet well understood, it could raise borrowawsgts and adversely impact the mortgage
and housing markets, any of which could have ormaare of the following adverse impacts on us:dgr delinquencies may increase; (ii)
problem assets and foreclosures may increase tpaalimgher loan chargeffs; (iii) demand for our products and servicegyrdacline; (iv) lov
cost or norinterest bearing deposits may decrease; and (\gterl for loans made by us, especially involviegl estate, may decline in val
in turn reducing customers’ borrowing power andudg the value of assets and collateral associaittdour existing loans.

Our business could be adversely affected by unfavorable actions from rating agencies.

Ratings assigned by ratings agencies to us, oilintf6 or our securities may impact the decisibnastain customers, in particular, institutio
to do business with us. A rating downgrade or atieg rating could adversely affect our deposits aar business relationships. On February
23, 2011, Fitch Ratings upgraded the long-termdsfefault Rating of the Company and the bank f@@to B- and removed the Company
and the bank from Rating Watch Evolving. On May 2011, Fitch Ratings upgraded the long-term Isfefault Rating of the Company and
the bank to B+ from B- and assigned a Positiverigafutlook. However, our ratings may not improvetar and may be downgraded in the
future if there are adverse developments concemimdusiness.

Thetransferability of our common sharesis limited as a result of the Tax Benefits Preservation Plan and the Protective Charter Amendment.

We have generated significant net operating lo§®3Ls") as a result of our recent losses. In oridereduce the likelihood that future
transactions in our common shares will result imamership change, on November 23, 2010, we ad@fak Benefits Preservation Plan,
which provides an economic disincentive for anysparor group to become an owner, for relevant tapgses, of 4.99% or more of our
common shares. To further protect our NOLs, walfilee Protective Charter Amendment on May 2, 20lrkstrict transfers of our stock if the
effect of an attempted transfer would cause thesteaee to become a Threshold Holder or causeehefigial ownership of a Threshold Hols

to increase. The Protective Charter Amendment egmn the earliest of (i) May 2, 2014, (ii) suchdias the Board of Directors determines
Protective Charter Amendment is no longer necedsarhe preservation of our tax benefits and {hi date the Board of Directors determines
that the Protective Charter Amendment is no lomgeur and our shareholders' best interest.

The Tax Benefits Preservation Plan and the Pree&harter Amendment have the effect of limitirgnsferability of our common shares
because they may make it more difficult and mongeesive to acquire our common shares under therostances described above and, in the
case of the Protective Charter Amendment, proh#itain acquisitions of our common shares as desti@bove. A shareholder's ability to
dispose of our common shares is therefore limiteceducing the class of potential acquirers fothst@mmon shares.
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Iltem 6. Exhibits

Exhibit No. Document

311 2R(;J(I)e2 ];33-14(61) Certification of Chief Executive Officer ic@rdance with Section 302 of the Sarb-Oxley Act of
31.2 ggcl)ez ];33-14(61) Certification of Chief Financial Officer iteordance with Section 302 of the Sarb-Oxley Act of
32.1 iection 1350 Certification of Chief Executive O#fidn accordance with Section 906 of the Sark-Oxley Act of 2002
32.2 Section 1350 Certification of Chief Financial O#ficin accordance with Section 906 of the Sark-Oxley Act of 2002

**

*  Filed herewith.

** Furnished herewith.
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SIGNATURES

Pursuant to the requirements of the Securities &xgé Act of 1934, as amended, the registrant hHgscdused this report to be signed on its
behalf by the undersigned thereunto duly authorized

CENTRAL PACIFIC FINANCIAL CORP.
(Registrant,

Date: August 8, 201 s/ John C. Dea
John C. Deal
President and Chief Executive Offic

Date: August 8, 201 [s/ Lawrence D. Rodrigue
Lawrence D. Rodrigue
Executive Vice President and Chief Financial Offi
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Central Pacific Financial Corp.

Exhibit Index
Exhibit No. Description
31.1 Certification of the Chief Executive Officer Pursti@io Section 302 of the Sarba-Oxley Act of 200z
31.2 Certification of the Principal Financial and Accdimg Officer Pursuant to Section 302 of the Sark-Oxley Act of 200z
32.1 Certification of the Chief Executive Officer Pursi@o 18 U.S.C. Section 1350, as Adopted Pursua8ettion 906 of th
Sarbane-Oxley Act of 2002
32.2 Certification of the Principal Financial and Accdimg Officer Pursuant to 18 U.S.C. Section 1350Adepted Pursuant

Section 906 of the Sarbal-Oxley Act of 2002
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Exhibit 31.1

Certification of the Chief Executive Officer
Pursuant to Section 302 of the Sarbanes-Oxley Acf 2002

I, John C. Dean, President and Chief Executived®ffof Central Pacific Financial Corp. (the “Compggncertify that:

1)
()

3)

(4)

()

| have reviewed this quarterly report on Forn-Q of the Company

Based on my knowledge, this quarterly report dagscontain any untrue statement of a material dacimit to state a material fa
necessary to make the statements made, in ligheafircumstances under which such statementswade, not misleading with respect
to the period covered by this quarterly rep

Based on my knowledge, the financial statesyeard other financial information included in thisarterly report, fairly present in all
material respects the financial condition, resofteperations and cash flows of the Company aaral,for, the periods presented in this
quarterly report

The Company's other certifying officer and | argp@nsible for establishing and maintaining disatestontrols and procedures (as defi
in Exchange Act Rules 13a-15(e) and 15d-15(e))iateinal control over financial reporting (as defihin Exchange Act Rules 13a-15(f)
and 15+15(e)) for the Company and we ha

(a) designed such disclosure controls and piures, or caused such disclosure controls and guoes to be designed under our
supervision to ensure that material informatiomatiaty to the Company, including its consolidatedssdiaries, is made known to us
others within those entities, particularly durithg fperiod in which this quarterly report is beinggared

(b) designed such internal control over financial réipgr or caused such internal control over finaheaorting to be designed under «
supervision, to provide reasonable assurance rigggifte reliability of financial reporting and tipeeparation of financial statements
for external purposes in accordance with geneealtepted accounting principle

(c) evaluated the effectiveness of the Company's discdocontrols and procedures and presented ingp@st our conclusions about t
effectiveness of the disclosure controls and procesias of the end of the period covered by théstqdy report based on such
evaluation; ant

(d) disclosed in this quarterly report any amaim the Company's internal control over finanoggorting that occurred during the
Company's most recent fiscal quarter that has mafiieaffected, or is reasonably likely to mateljaffect, the Company's internal
control over financial reporting; ar

The Company's other certifying officer and | haigetbsed, based on our most recent evaluationtefrial control over financial reportir
to the Company's auditors and the audit committekeoCompany's board of directors (or personsoperiing the equivalent functions

(a) all significant deficiencies and material weaknedsethe design or operation of internal contraéofinancial reporting which al
reasonably likely to adversely affect the Compaaipiity to record, process, summarize and repoaricial information; an

(b) any fraud, whether or not material, thaives management or other employees who havendisant role in the Company's internal
control over financial reporting

Date: August 8, 201 [s/ John C. Dea

John C. Dea
President and Chief Executive Offic




Exhibit 31.2

Certification of the Principal Financial and Accounting Officer
Pursuant to Section 302 of the Sarbanes-Oxley Acf 2002

I, Lawrence D. Rodriguez, Executive Vice Presidemd Chief Financial Officer of Central Pacific Ritdal Corp. (the “Company”), certify
that:

(1)
()

3)

(4)

()

I have reviewed this quarterly report on Forn-Q of the Company

Based on my knowledge, this quarterly repodginot contain any untrue statement of a mat@galor omit to state a material fact
necessary to make the statements made, in lightdafircumstances under which such statements wade, not misleading with respect
to the period covered by this quarterly rep

Based on my knowledge, the financial statements$ céimer financial information included in this qteaty report, fairly present in a
material respects the financial condition, resofteperations and cash flows of the Company aardd,for, the periods presented in this
quarterly report

The Company's other certifying officer and | arsp@nsible for establishing and maintaining disalestontrols and procedures (as defi
in Exchange Act Rules 13a-15(e) and 15d-15(e))iateinal control over financial reporting (as defihin Exchange Act Rules 13a-15(f)
and 15+15(e)) for the Company and we ha

(a) designed such disclosure controls and piwres, or caused such disclosure controls and guoes to be designed under our
supervision to ensure that material informatiomtiaty to the Company, including its consolidatetdssdiaries, is made known to us
others within those entities, particularly duritg fperiod in which this quarterly report is beinggared

(b) designed such internal control over financial réipgs or caused such internal control over finahi@aorting to be designed under «
supervision, to provide reasonable assurance rigggifte reliability of financial reporting and tipeeparation of financial statements
for external purposes in accordance with geneeafepted accounting principle

(c) evaluated the effectiveness of the Compgaatigclosure controls and procedures and preséanta report our conclusions about the
effectiveness of the disclosure controls and proesias of the end of the period covered by thistgtly report based on such
evaluation; an

(d) disclosed in this quarterly report any change e@ompany's internal control over financial repaytihat occurred during tt
Company's most recent fiscal quarter that has mafiieaffected, or is reasonably likely to mateljaffect, the Company's internal
control over financial reporting; ar

The Company's other certifying officer and | haigtbsed, based on our most recent evaluationtefrial control over financial reportir
to the Company's auditors and the audit committeeeoCompany's board of directors (or personsgpering the equivalent functions

(a) all significant deficiencies and materiadaknesses in the design or operation of intermarabover financial reporting which are
reasonably likely to adversely affect the Compaabpidity to record, process, summarize and repoarcial information; ani

(b) any fraud, whether or not material, thabives management or other employees who havendisant role in the Company's internal
control over financial reporting

Date: August 8, 201 /sl Lawrence D. Rodrigue

Lawrence D. Rodrigue
Executive Vice President and Chief Financial Offi
(Principal Financial and Accounting Office




Exhibit 32.1

Certification of the Chief Executive Officer
Pursuant to 18 U.S.C. Section 1350, as Adopted Puemnt to
Section 906 of the Sarbanes-Oxley Act of 2002

In connection with the Quarterly Report of Cenfakific Financial Corp. (the "Company") on FormQG@er the period ended June 30, 201
filed with the Securities and Exchange Commissionhe date hereof (the "Report"), I, John C. Déamsident and Chief Executive Officer,
certify, pursuant to 18 U.S.C. Section 1350, agptetbpursuant to Section 906 of the Sarbanes-Oxepf 2002, that to my knowledge:

(1) The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeoh 1934; anc
(2) The information contained in the Report fairly gets, in all material aspects, the financial caadiind results of operations of 1

Company.

Date: August 8, 201 [s/ John C. Dea
John C. Dea
President and Chief Executive Offic

A signed original of this written statement reqditey Section 906 has been provided to the Compadydl be retained by the Company and
furnished to the Securities and Exchange Commissiats staff upon request.

This certification accompanies the Report purst@@ection 906 of the Sarbanes-Oxley Act of 2002 strall not be deemed filed by the
Company for purposes of Section 18 of the Secarkechange Act of 1934, as amended.




Exhibit 32.2

Certification of the Principal Financial and Accounting Officer
Pursuant to 18 U.S.C. Section 1350, as Adopted Puemnt to
Section 906 of the Sarbanes-Oxley Act of 2002

In connection with the Quarterly Report of CenPakific Financial Corp. (the "Company") on FormQ@er the period ended June 30, 201
filed with the Securities and Exchange Commissionhe date hereof (the "Report"), |, Lawrence DdRyuez, Executive Vice President and
Chief Financial Officer, certify, pursuant to 183JC. Section 1350, as adopted pursuant to SedliéroBthe Sarbanes-Oxley Act of 2002, that
to my knowledge:

(1) The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeoh 1934; anc

(2) The information contained in the Report fairly gets, in all material aspects, the financial caadiind results of operations of 1
Company.

Date: August 8, 201 [s/ Lawrence D. Rodrigue
Lawrence D. Rodrigue
Executive Vice President and Chief Financial Offi
(Principal Financial and Accounting Office

A signed original of this written statement reqdil®y Section 906 has been provided to the Compadyaéll be retained by the Company and
furnished to the Securities and Exchange Commissiots staff upon request.

This certification accompanies the Report purst@®ection 906 of the Sarbanes-Oxley Act of 2002 sivall not be deemed filed by the
Company for purposes of Section 18 of the Secsriechange Act of 1934, as amended.







