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EXPLANATORY NOTE

This Amendment No. 3 to the Annual Report on FofixKifor the fiscal year ended December 31, 2008 {Annual
Report”) of Center Bancorp, Inc. (the “Company’e tiCorporation” or “Center”) filed with the Secues and Exchange
Commission (the “SEC”) on March 16, 2010, is fikeérely to restate in one document the Annual Regopreviously
amended by Amendment Nos. 1 and 2 to such AnnyadfReNo additional amendments to the Annual Reamtbeing made.
This Form 10-K/A does not reflect events occurifiger the March 16, 2010 filing of our Annual Refpor modify or update

the disclosure contained in the Annual Report,ragipusly amended, in any way.




TABLE OF CONTENTS

CENTER BANCORP, INC.

TABLE OF CONTENTS

Page
PART |
Item 1. Business 1
Item 1A. Risk Factors 14
Item 1B. Unresolved Staff Comments 21
Item 2. Properties 21
Item 3. Legal Proceedings 22
Item 3A. Executive Officers of the Registre 22
Iltem 4. Reserved 23
PART II
Iltem 5. Market for Registrant's Common Equity, Related &hmider Matters and Issuer
Purchases of Equity Securities 24
Item 6. Selected Financial Data 27
Item 7. Management’s Discussion and Analysis of Financ@dition and Results of
Operations 29
Item 7A. Quantitative and Qualitative Disclosures About MrRisk 61
Item 8. Financial Statements and Supplementary Data: F-1
Report of Independent Registered Public AccourfEimm F-2
Center Bancorp, Inc. and Subsidiaries:
Consolidated Statements of Condition F-3
Consolidated Statements of Income F-4
Consolidated Statements of Changes in Stockholdepsity F-5
Consolidated Statements of Cash Flows F-6
Notes to Consolidated Financial Statements F-8
Item 9. Changes in and Disagreements With Accountants @odting and Financial
Disclosure 63
Item 9A. Controls and Procedures 63
Item 9B. Other Information 65
PART Il
Item 10. Directors, Executive Officers and Corporate Goveoea 66
Item 11. Executive Compensatic 70
Item 12. Security Ownership of Certain Beneficial Owners dfahagement and Related
Stockholder Matters 9C
Item 13. Certain Relationships and Related TransactionsParattor Independenc 92
Item 14. Principal Accountant Fees and Services 93
PART IV
Item 15. Exhibits and Financial Statements Schedules 94
Signatures 97

Information included in or incorporated by referercin this Annual Report on Form 10-K, other filingwith the
Securities and Exchange Commission and the Corparats press releases or other public statements)tam or may
contain forward looking statements. Please referaaliscussion of the Corporation’s forward lookirgiatements and
associated risks in “ltem 1 — Business — HistoricBevelopment of Business” and “ltem 1A — Risk Fac$d in this
Annual Report on Form 10-K.
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CENTER BANCORP, INC.
FORM 10-K

PART I
Item 1. Business

Historical Development of Business

This report, in Item 1, Item 7 and elsewhere, idekiforward-looking statements within the meanih§exctions 27A of the
Securities Act of 1933, as amended, and 21E oS#wirities Exchange Act of 1934, as amended, thratie inherent risks and
uncertainties. This report contains certain forwlaaking statements with respect to the financaaidition, results of
operations, plans, objectives, future performamzklausiness of Center Bancorp, Inc. and its sufosédi, including statements
preceded by, followed by or that include words lorgses such as “believes,” “expects,” “anticipdtgdans,” “trend,”
“objective,” “continue,” “remain,” “pattern” or siitar expressions or future or conditional verbshsas “will,” “would,”
“should,” “could,” “might,” “can,” “may” or similarexpressions. There are a number of important fatt@at could cause future
results to differ materially from historical perfoance and these forward-looking statements. Fattiatsnight cause such a
difference include, but are not limited to: (1) quetitive pressures among depository institutiong merease significantly; (2)
changes in the interest rate environment may refitesest margins; (3) prepayment speeds, loarnatign and sale volumes,
charge-offs and loan loss provisions may vary sutiilly from period to period; (4) general econommdnditions may be less
favorable than expected; (5) political developmews's or other hostilities may disrupt or increaskatility in securities
markets or other economic conditions; (6) legisitr regulatory changes or actions may adverdtdgtahe businesses in
which Center Bancorp, Inc. is engaged; (7) chamagelstrends in the securities markets may advensgigct Center Bancorp,
Inc; (8) a delayed or incomplete resolution of dagury issues could adversely impact our plann{@)the impact of reputation
risk created by the developments discussed aboge@nmatters as business generation and retefuimting and liquidity
could be significant; and (10) the outcome of raguly and legal investigations and proceedings nudye anticipated. Further
information on other factors that could affect timancial results of Center Bancorp, Inc. are ideld in Item 1A of this Annual
Report on Form 10-K and in Center Bancorp’s otligrgls with the Securities and Exchange Commissidrese documents are
available free of charge at the Commission’s wesihttp://www.sec.goand/or from Center Bancorp, Inc. Center Bancorp,
Inc. assumes no obligation to update forward-logldtatements at any time.

”ou ” o

Center Bancorp, Inc., a one-bank holding compamg ivcorporated in the state of New Jersey on Nbeerh2, 1982.
Center Bancorp, Inc., commenced operations on Ma®a3, upon the acquisition of all outstandingrebaf capital stock of
Union Center National Bank (the “Bank”), its pripal subsidiary. The holding company’s sole activélythis time, is to act as
a holding company for the Bank and other subsie&ar\s used herein, the term “Corporation” shdémé& Center Bancorp,
Inc. and its direct and indirect subsidiaries drgterm “Parent Corporation” shall refer to Ceifancorp, Inc. on an
unconsolidated basis. In addition to its principabsidiary, Center Bancorp, Inc. owns 100 percétiteovoting shares of
Center Bancorp, Inc. Statutory Trust Il, throughiahht issued trust preferred securities. Centenddap, Inc. Statutory Trust Il
is not a consolidated subsidiary. See Note 10®fXbnsolidated Financial Statements.

The Corporation’s wholly-owned subsidiaries ardratluded in the consolidated financial statemeftSenter Bancorp,
Inc. These subsidiaries include an advertisingididry; an insurance subsidiary offering annuitgquicts, property and
casualty, life and health insurance, and variousstment subsidiaries which hold, maintain and mgarnavestment assets for
the Corporation. In the past, the Corporation’ss@ilibries have also included real estate investtnest subsidiaries (the
“REIT” subsidiaries) and two title insurance parsiaps. The title insurance partnerships were tigtéd and ceased operations
in December 2009. During the fourth quarter of 20486 Corporation effected an internal entity remigation and adopted a
plan of liquidation for its one remaining REIT sidiary, which was completed on November 16, 2007.
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During 2001 and 2003, the Corporation formed stajubusiness trusts, which exist for the exclugivgpose of (i) issuing
trust securities representing undivided benefici@rests in the assets of a trust; (i) investimggross proceeds of the trust
securities in junior subordinated deferrable irdedebentures (subordinated debentures) of theoCatipn; and (iii) engaging
in only those activities necessary or incidental#ho. These subordinated debentures and thedétmieme effects are not
eliminated in the consolidated financial statemestshe statutory business trusts are not consetida accordance with
Financial Accounting Standards Board (“FASB”) FABBC 810-10 (previously FASB interpretation No. 45(R
“Consolidation of Variable Interest Entities.” Digtutions on the subordinated debentures ownedhégtbsidiary trusts have
been classified as interest expense in the CordetidStatements of Income.

The Corporation issued $10.3 million of subordidadebentures in 2001 and $5.2 million of subor@idatebentures in
2003. On December 18, 2006, the Corporation redé&h@.3 million of subordinated debentures andotiesl Center
Bancorp, Inc. Statutory Trust I. At December 31020the $5.2 million of these securities still datsling are included as a
component of Tier 1 Capital for regulatory purpoSdse Tier 1 leverage capital ratio was 7.80 paraeecember 31, 2009.

During 2002, the Bank established two investmehsigliaries to hold portions of its securities palitf. At December 2007,
under a plan of liquidation adopted by the Banle ohthe investment companies had been liquid&eadng 2008, the
Corporation formed a new investment company. ludanof 2003, the Corporation established an immegaubsidiary for the
sale of insurance and annuity products. The Cotjporalso formed a title insurance partnershipmyithe later part of 2007
that was fully operational in 2008. During the garart of 2008, the Corporation formed a secore piairtnership that was fully
operational during the second half of 2008. Bath thsurance partnerships were liquidated duriegédnber, 2009 and the
Bank no longer provides title insurance.

SEC Reports and Corporate Governance

The Parent Corporation makes its Annual ReportanmFLO-K, Quarterly Reports on Form 10-Q and CurReports on
Form 8-K and amendments thereto available on itssite atwww.centerbancorp.comithout charge as soon as reasonably
practicable after filing or furnishing them to tB&C. Also available on the website are the Corpmrat corporate code of
ethics that applies to all of the Corporation’s &ypes, including principal officers and directaaad charters for the Audit
Committee, Compensation Committee and Nominating@ittee.

The Parent Corporation has filed the certificatiohthe Chief Executive Officer and Chief Finandfficer required
pursuant to Section 302 of the Sarbanes-Oxley A2002 with respect to the Parent Corporation’s dairReport on Form 10-
K as exhibits to this Report. Center Bancorp’s Cit®mitted the required annual CEO'’s Certificatiegarding the
NASDAQ'’s corporate governance listing standardstiSe 12(a) CEO Certification, to the NASDAQ withtime required time
frame after the 2009 annual shareholders’ meeting.

Additionally, the Parent Corporation will providetiwout charge, a copy of its Annual Report on FAGK to any
shareholder by mail. Requests should be sent tee€Bancorp, Inc, Attention: Shareholder Relati@#55 Morris Avenue,
Union, New Jersey, 07083.

Narrative Description of the Business

The Bank offers a broad range of lending, depogiamid related financial services to commercialustdal and
governmental customers. In 1999, the Bank obtainkkttust powers, enabling it to offer a varieti/toust services to its
customers. In the lending area, the Bank’s seniizgdade short and medium term loans, lines of itréztters of credit,
working capital loans, real estate constructiom$oand mortgage loans. In the depository areaB&m& offers demand
deposits, savings accounts and time deposits.ditiaad, the Bank offers collection services, wirartsfers, night depository and
lock box services.

The Bank offers a broad range of consumer banléngces, including interest bearing and non-intebesring checking
accounts, savings accounts, money market accarertgficates of deposit, IRA accounts, AutomatetlefFeMachine (“ATM”)
accessibility using Star Systems, Inc. serviceygtand unsecured loans, mortgage loans, homty digeis of credit, safe
deposit boxes, Christmas club accounts, vacatiam atcounts, money orders and travelers’ checks.
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The Bank, through its subsidiary, Center FinanGiedup LLC, provides financial services, includingkerage services,
insurance and annuities, mutual funds and finaqd&ining. In the fourth quarter of 2007, the Caogpion formed a title
insurance partnership, Center Title LLC, with Pexgive Title Company in Parsippany, New Jerseydwige title services in
connection with the closing of real estate trarisast In January 2008, the Corporation formedla itiisurance partnership,
Union Title LLC, with Elite Title Abstract of WesEaldwell, New Jersey to provide title services @mmection with the closing
of real estate loan transactions. Our partnershitisboth title companies were liquidated duringcBmber, 2009.

The Bank offers various money market servicesedtislin U.S. Treasury and U.S. Governmental agsecyrities,
certificates of deposit, commercial paper and relpase agreements.

The Bank entered into a limited liability comparpeoating agreement with Morris Property CompanyClLh New Jersey
limited liability company, during the fourth quartaf 2008. The purpose of Morris Property CompdiyC is to hold
foreclosed assets.

Competitive pressures affect the Corporation’s neamfi conducting business. Competition stems nigt fwom other
commercial banks but also from other financialitnibns such as savings banks, savings and lcsotidions, mortgage
companies, leasing companies and various othendiabservice and advisory companies. Many of tharfcial institutions
operating in the Corporation’s primary market arbstantially larger and offer a wider variety obgucts and services than the
Corporation.

Supervision and Regulation

The banking industry is highly regulated. Statutang regulatory controls increase a bank holdingpany’s cost of doing
business and limit the options of its managemedefoy assets and maximize income. The followiisgubsion is not
intended to be a complete list of all the actigtiegulated by the banking laws or of the impaciumh laws and regulations on
the Corporation or its Bank subsidiary. It is irded only to briefly summarize some material praisi

Bank Holding Company Regulation

Center Bancorp, Inc. is a bank holding company iwithe meaning of the Bank Holding Company Act 856 (the
“Holding Company Act”). As a bank holding compaitttye Parent Corporation is supervised by the Bo&fslovernors of the
Federal Reserve System (“FRB”) and is requirediéaréports with the FRB and provide such additionformation as the
FRB may require. The Parent Corporation and itisligrses are subject to examination by the FRB.

On November 9, 2007, the FRB approved the ParergdZation’s application to become a Financial HogdCompany. A
Financial Holding Company may perform the followiagfivities: insurance underwriting, securitieslggpand underwriting,
financial and investment advisory services, mertbanking and issuing or selling security interéstisank-eligible assets.
Financial Holding Companies may also engage inahgr activity that the FRB determines to be finahio nature or
incidental to financial activities after consultatiwith the Secretary of the Treasury. A Finankialding Company may also
engage in any non-financial activity that the FRBetlmines is complementary to a financial actieityl does not pose a
substantial risk to the safety or soundness of siggy institutions or the financial system. Asiécember 31, 2009, the
Corporation officially rescinded its status asraficial services holding company as a result ofliitbeontinuation of the title
insurance activities.

The Holding Company Act prohibits the Corporatiaiith certain exceptions, from acquiring direct direct ownership or
control of more than five percent of the votingr&saof any company which is not a bank and fronagimyg in any business
other than that of banking, managing and contrglbanks or furnishing services to subsidiary baaksept that it may, upon
application, engage in, and may own shares of carepa&ngaged in, certain businesses found by tiBetéRe so closely
related to banking “as to be a proper incidentetwef The Holding Company Act requires prior apmbly the FRB of the
acquisition by Center Bancorp, Inc. of more thae foercent of the voting stock of any other bardtistactory capital ratios
and Community Reinvestment Act ratings and anti-eydaundering policies are generally prerequidibesbtaining federal
regulatory approval to make acquisitions. The potitthe FRB provides that a bank holding compaipected to act as a
source of financial strength to its subsidiary bankl to commit resources to support the subsidiank in circumstances in
which it might not do so absent that policy.
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Acquisitions through Union Center National Bankuieg approval of the Office of the Comptroller betCurrency of the
United States (*OCC”). The Holding Company Act does place territorial restrictions on the actie#iof non-bank
subsidiaries of bank holding companies. The Graneaeh-Bliley Act, discussed below, allows the Cogpion to expand into
insurance, securities, merchant banking activiaesl, other activities that are financial in nature.

The Riegle-Neal Interstate Banking and Branchinficiehcy Act of 1994 (“Interstate Banking and Braingy Act”) enables
bank holding companies to acquire banks in statesr ¢han their home state, regardless of appkcstaite law. The Interstate
Banking and Branching Act also authorizes banka¢oge across state lines, thereby creating interbtnks with branches in
more than one state. Under the legislation, eatk siad the opportunity to “opt-out” of this prdeis. Furthermore, a state may
“opt-in” with respect tale novaoranching, thereby permitting a bank to open neamtihes in a state in which the bank does not
already have a branch. Withalg novdoranching, an out-of-state commercial bank canreghtestate only by acquiring an
existing bank or branch. The vast majority of stdtave allowed interstate banking by merger buée et authorizede novo
branching.

New Jersey enacted legislation to authorize iragdtanking and branching and the entry into Neweyeof foreign
country banks. New Jersey did not authodeenovabranching into the state. However, under federal faderal savings banks
which meet certain conditions may bramghnovanto a state, regardless of state law.

Regulation of Bank Subsidiary

The operations of the Bank are subject to requirgsn@nd restrictions under federal law, includieguirements to maintain
reserves against deposits, restrictions on thestgpd amounts of loans that may be granted, arihtions on the types of
investments that may be made and the types ofcgesrwhich may be offered. Various consumer lawsragdlations also
affect the operations of the Bank. Approval of @amptroller of the Currency is required for bramghibank mergers in which
the continuing bank is a national bank and in cotior with certain fundamental corporate changésctihg the Bank. There
are various legal limitations, including Sectior3A2and 23B of the Federal Reserve Act, which govkenextent to which a
bank subsidiary may finance or otherwise supplyéuto its holding company or its holding compamds-bank subsidiaries.
Under federal law, no bank subsidiary may, sultjgciertain limited exceptions, make loans or exterssof credit to, or
investments in the securities of, its parent ombe-bank subsidiaries of its parent (other thaeatisubsidiaries of such bank
which are not financial subsidiaries) or take ttseicurities as collateral for loans to any borrowgch bank subsidiary is also
subject to collateral security requirements for Byans or extensions of credit permitted by suatepkions.

The Bank and the OCC have entered into an infoMehorandum of Understanding, or MOU. A memoranddim o
understanding is characterized by the regulatotiyaaities as an informal action that is not pubdidlor publicly available and
that is used when circumstances warrant a milden faf action than a formal supervisory action. Amather things, under the
MOU, the Bank has agreed to develop a three ygatat@rogram, which will include specific plang fine maintenance of
adequate capital and the strengthening of the Bardgital structure to meet the Bank’s currentfaiate needs, a profit plan
that includes the identification of the major araagd means by which the Board will seek to imprineeBank’s operating
performance, and a dividend policy that permitsdéelaration of a dividend by the Bank only witle {rior approval of the
OCC. Management is committed to addressing andviegdhe issues raised by the OCC and has sultgrdtompleted
corrective actions to comply with the MOU. In adldhit, the OCC has established higher minimum capit#ds for the Bank
than the regulatory minimums. See “FDICIA.”
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Regulation W

The Federal Reserve Board has issued Regulatiomhigh codifies prior regulations under Sections 284 23B of the
Federal Reserve Act and interpretative guidanck meispect to affiliate transactions. Regulationfidbrporates the exemption
from the affiliate transaction rules but expandsekemption to cover the purchase of any typeaf lor extension of credit
from an affiliate. Affiliates of a bank include, amg other entities, the bank’s holding company esrdpanies that are under
common control with the bank. The Parent Corporaiscconsidered to be an affiliate of the Bankgémeral, subject to certain
specified exemptions, a bank or its subsidiariediarited in their ability to engage in “coveredrsactions” with affiliates:

* to an amount equal to 10% of the bank’s capitdl surplus, in the case of covered transactioris aviyy one affiliate;
and

* to an amount equal to 20% of the bank’s capitdl surplus, in the case of covered transactions alitaffiliates.

In addition, a bank and its subsidiaries may endgiagevered transactions and other specified tretitses only on terms and
under circumstances that are substantially the samat least as favorable to the bank or its slitsi, as those prevailing at
the time for comparable transactions with nonafidd companies. A “covered transaction” includes:

+ aloan or extension of credit to an affiliate;

e apurchase of, or an investment in, securitiesad by an affiliate;

* apurchase of assets from an affiliate, with sexeeptions;

» the acceptance of securities issued by an aéfiia collateral for a loan or extension of crealany party; and
» the issuance of a guarantee, acceptance or ¢tétteedit on behalf of an affiliate.

In addition, under Regulation W:

* abank and its subsidiaries may not purchasevalelity asset from an affiliate;

» covered transactions and other specified traisecbetween a bank or its subsidiaries and alieédfimust be on terms
and conditions that are consistent with safe andddanking practices; and

» with some exceptions, each loan or extensiomeditby a bank to an affiliate must be securedédayain types of
collateral with a market value ranging from 100%4.89%, depending on the type of collateral, ofaheunt of the loa
or extension of credit.

Regulation W generally excludes all non-bank ana-sa@vings association subsidiaries of banks fremattnent as affiliates,
except to the extent that the Federal Reserve Biegidles to treat these subsidiaries as affiliates.

FIRREA

Under the Financial Institutions Reform, Recoveunyd Enforcement Act of 1989 (“FIRREA"), a deposjtarstitution
insured by the Federal Deposit Insurance Corp (GZptan be held liable for any loss incurred byremsonably expected to be
incurred by, the FDIC in connection with (i) thefadt of a commonly controlled FDIC-insured depositinstitution or (ii) any
assistance provided by the FDIC to a commonly odiett FDIC-insured depository institution in dangédefault. These
provisions have commonly been referred to as FIRRE&oss guarantee” provisions. Further, underfHR, the failure to
meet capital guidelines could subject a bank targéty of enforcement remedies available to federglilatory authorities.

FIRREA also imposes certain independent appraggplirements upon a bank’s real estate lendingiietivand further
imposes certain loan-to-value restrictions on &izareal estate lending activities. The bank regukahave promulgated
regulations in these areas.
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FDICIA

Pursuant to the Federal Deposit Insurance Corporatiprovement Act of 1991 (“FDICIA”), each fedetanking agency
has promulgated regulations, specifying the legelshich a financial institution would be consid®fevell capitalized,”
“adequately capitalized,” “undercapitalized,” “sificantly undercapitalized,” or “critically underpéalized,” and to take
certain mandatory and discretionary supervisoripastbased on the capital level of the institutibo.qualify to engage in
financial activities under the Gramme-Leach-BlilegtAall depository institutions must be “well calited.” The financial
holding company of a national bank will be put undieectives to raise its capital levels or diviéstactivities if the depository
institution falls from that level.

The OCC's regulations implementing these provisionSDICIA provide that an institution will be clsified as “well
capitalized” if it (i) has a total risk-based capitatio of at least 10.0 percent, (ii) has a Tieisk-based capital ratio of at least
6.0 percent, (iii) has a Tier 1 leverage ratiotdeast 5.0 percent, and (iv) meets certain otbguirements. An institution will
be classified as “adequately capitalized” if it{gs a total risk-based capital ratio of at lea@tp@rcent, (ii) has a Tier 1 risk-
based capital ratio of at least 4.0 percent, l{éi$ a Tier 1 leverage ratio of (a) at least 4.@queror (b) at least 3.0 percent if the
institution was rated 1 in its most recent exanigmatand (iv) does not meet the definition of “wedipitalized.” An institution
will be classified as “undercapitalized” if it (i)as a total risk-based capital ratio of less th@mp@rcent, (ii) has a Tier 1 risk-
based capital ratio of less than 4.0 percent,iidph@s a Tier 1 leverage ratio of (a) less thahpkrcent or (b) less than 3.0
percent if the institution was rated 1 in its m@stent examination. An institution will be classdias “significantly
undercapitalized” if it (i) has a total risk-baseapital ratio of less than 6.0 percent, (ii) ha3ex 1 risk-based capital ratio of
less than 3.0 percent, or (iii) has a Tier 1 legeretio of less than 3.0 percent. An institutidh be classified as “critically
undercapitalized” if it has a tangible equity ttelcassets ratio that is equal to or less thamp@rbent. An insured depository
institution may be deemed to be in a lower capition category if it receives an unsatisfactorgreiation rating. The OCC
has established higher minimum capital ratioslierBank effective as of December 31, 2009: TieiskiBased Capital of 10.0
percent, Total Risk-Based Capital of 12.0 percedtEier 1 Leverage Capital of 8.0 percent. Simil@iegories apply to bank
holding companies. At December 31, 2009, the Bac&stal ratios were all above the minimum levelguired, other than the
Tier 1 Leverage Capital ratio, which was slightsidw the 8.0 percent established by the OCC foBuek.

In addition, significant provisions of FDICIA reqed federal banking regulators to impose standardsnumber of other
important areas to assure bank safety and soundneksling internal controls, information systearsd internal audit systems,
credit underwriting, asset growth, compensatioanldocumentation and interest rate exposure. UhdeviOU between the
Bank and the OCC, the bank has agreed to develuga year capital program, which will include sfie@lans for the
maintenance of adequate capital and the strengtherfithe Bank’s capital structure to meet cureemrd future needs.

Temporary Liquidity Guarantee Program

On November 21, 2008, the Board of Directors ofRB¢C adopted a final rule relating to the Tempwpraiquidity
Guarantee Program (the “TLG Program”). The TLG Paogwas announced by the FDIC on October 14, 200&rengthen
confidence and encourage liquidity in the bankiygtam. Under the original TLG Program the FDIC webglarantee, through
the earlier of maturity or June 30, 2012, certawly issued senior unsecured debt issued by gaatioig institutions on or after
October 14, 2008, and before June 30, 2009 (thét'‘Beiarantee Program”). The Debt Guarantee Prograsnextended for
senior unsecured debt issued after April 1, 20@Pkaafore October 31, 2009, and maturing on or &fember 31, 2012. On
October 20, 2009, the FDIC established a limitedmsonth emergency guarantee facility upon expiraf the Debt
Guarantee Program. Under this emergency guaraatéityf certain participating entities can appdythe FDIC for permission
to issue FDIC-guaranteed debt during the periadisgaOctober 31, 2009 through April 30, 2010. ADecember 31, 2009,
the Bank had no senior unsecured debt scheduleetiaore on or before April 30, 2010.

The other provision of the TLG Program provided RIDIC deposit insurance coverage for non-intebestring transaction
deposit accounts, NOW accounts paying less thapéréent interest per annum and certain typestefeast paying attorney
trust accounts held at participating FDIC-insunestitutions originally
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through December 31, 2009 (the “Transaction Acc@umrantee Program”). The Transaction Account GuaeaProgram has
been extended to June 30, 2010. Entities that weisbntinue their participation in the Transacthmtount Guarantee Program
during the extension need not take any additioci@b@a. After December 31, 2009, those institutitmet have not opted out of
the extension will be charged an annualized rateraling to the institutions risk category. The assgents will be paid each
quarter and will be based on amounts over $250@0Me portion of the quarter that the institutisrassigned to the risk
category. The Bank has elected to continue padiitip in the Transaction Account Guarantee Program.

Deposit Insurance and Premiums

Substantially all of the deposits of the Bank aisured up to applicable limits by the Deposit lasite Fund (“DIF”) of the
FDIC and are subject to deposit insurance assessnremaintain the DIF. The FDIC utilizes a risksbd assessment system
that imposes insurance premiums based upon a Asfxthat takes into account a bank’s capital lewel supervisory rating,
known as a “CAMEL rating”. On December 16, 200& BDIC adopted a final rule increasing risk-baseskasment rates
uniformly by 7 basis points (7 cents for every $@@eposits), on an annual basis, for the firstrtgr of 2009. Subsequently
on April 1, 2009, the FDIC issued rules which afé¢ed to improve the methodology of the assessnysites by
differentiating risk among insured institutions.

On May 22, 2009, the Board of Directors of the FRidbpted a final rule imposing a special assessorettie entire
banking industry. The special assessment was eddtls 5 basis points times each insured deppgititution’s assets
minus Tier | capital as reported in the reportarfidition of June 30, 2009 and would not exceediteas the institutions
assessment base for the second quarter 2009 sskiaasessment. This special assessment, whitddtsta2 million, was
collected on September 30, 2009. Including thicspassessment, the Bank paid a total of $2.Z1aniih FDIC assessments in
2009.

On November 12, 2009, the FDIC adopted the finia which required insured depository institutioagptepay their
quarterly risk-based assessments for the fourthigpuaf 2009 through the fourth quarter of 2012.iAstitution’s prepaid
assessment for the fourth quarter of 2009 andf &0&0 will be determined by multiplying the totzdse assessment rate that
the institution would have paid for the third qesref 2009 times the corresponding prepaid asseagdmase for each quarter.
For each quarter of the prepayment period, antiigth’'s prepaid assessment base will be calculbyeidcreasing its third
quarter 2009 assessment base at an annual rageofént. An institution’s prepaid assessment émhequarter of 2011 and
2012 will be determined by multiplying its prepasisessment rate plus .75 basis points times thespanding prepaid
assessment base for each quarter. On Decembed@®,the Corporation remitted an FDIC prepaymeith@éamount of $5.7
million.

The enactment of the Emergency Economic Stabitinafict of 2008 (“EESA”) temporarily raised the babmit on federal
deposit insurance coverage from $100,000 to $280p@0 depositor. The temporary increase in defiosirance coverage
became effective on October 3, 2008. On May 20920 temporary increase to $250,000 per deposasrextended through
December 31, 2013. On January 1, 2014, depositansa coverage will return to $100,000.

In addition to deposit insurance assessments,Bh€ IS required to continue to collect from institlns payments for the
servicing of obligations of the Financing Corpovati{(“FICO”) that were issued in connection with tiesolution of savings and
loan associations, so long as such obligationsiremastanding. The Corporation paid a FICO premafr#82,000 in 2009.

The Gramme-Leach-Bliley Financial Modernization Act of 1999
The Gramm-Leach-Bliley Financial Modernization AEt1999 became effective in early 2000. The Modstidn Act:

» allows bank holding companies meeting managensapifal, and Community Reinvestment Act standédmgage in
a substantially broader range of noarking activities than previously was permissibieluding insurance underwritil
and making merchant banking investments in comrakacid financial companies; if a bank holding comypealects to
become a financial holding company, it files aiiegtion, effective in 30 days, and thereafter nesgage in certain
financial activities without further approvals;
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allows insurers and other financial services canigs to acquire banks;

removes various restrictions that previously gupto bank holding company ownership of securiiess and mutual
fund advisory companies; and

establishes the overall regulatory structure iapple to bank holding companies that also engagdresurance and
securities operations.

The Modernization Act also modified other finandals, including laws related to financial privearyd community
reinvestment.

Community Reinvestment Act

Under the Community Reinvestment Act (“CRA"), aplemented by OCC regulations, a national bank famtnuing
and affirmative obligation consistent with its safed sound operation to help meet the credit nekids entire community,
including low and moderate income neighborhood& TRA does not establish specific lending requirener programs for
financial institutions nor does it limit an instiion’s discretion to develop the types of prodwaig services that it believes are
best suited to its particular community, consisteithh the CRA. The CRA requires the OCC, in conitectvith its examination
of a national bank, to assess the bank’s recondegfting the credit needs of its community and ke &uch record into account
in its evaluation of certain applications by suemk.

USA PATRIOT Act

In response to the events of September 11, 208Jtliting and Strengthening America by Providingofgpriate Tools
Required to Intercept and Obstruct Terrorism Ac2@d1 (the “USA PATRIOT Act”), was signed into laxa October 26, 2001.
The USA PATRIOT Act gives the federal governmentvpcs to address terrorist threats through domestiarity measures,
surveillance powers, information sharing, and amirey laundering requirements. By way of amendmientise Bank Secrecy
Act, the USA PATRIOT Act encourages information siiggamong bank regulatory agencies and law enfoece bodies.
Further, certain provisions of the USA PATRIOT Amipose affirmative obligations on a broad rangérancial institutions,
including banks, thrifts, brokers, dealers, credions, money transfer agents and parties registerder the Commodity
Exchange Act.

Among other requirements, the USA PATRIOT Act img®the following requirements with respect to fitiah
institutions:

All financial institutions must establish anti-m&y laundering programs that include, at a minim(ijrinternal policies,
procedures, and controls; (ii) specific designatiban anti-money laundering compliance officeir) (ingoing
employee training programs; and (iv) an independedit function to test the anti-money launderinggpam.

The Secretary of the Department of Treasury, ifjwuartion with other bank regulators, is authoritedssue regulatior
that provide for minimum standards with respeatustomer identification at the time new accounésarened.

Financial institutions that establish, maintaidminister, or manage private banking account®oespondence
accounts in the United States for ndnited States persons or their representativetufiimg foreign individuals visitin
the United States) are required to establish ap@tap specific and, where necessary, enhanceditigence policies,
procedures, and controls designed to detect armdtreney laundering.

Financial institutions are prohibited from estslbing, maintaining, administering or managing espondent accounts
for foreign shell banks (foreign banks that do Imate a physical presence in any country), andbeilsubject to certain
record keeping obligations with respect to corresiemt accounts of foreign banks.

Bank regulators are directed to consider a hgldmmpany’s effectiveness in combating money latindevhen ruling
on Federal Reserve Act and Bank Merger Act apptinat




TABLE OF CONTENTS

Sarbanes-Oxley Act of 2002

The stated goals of the Sarbanes-Oxley Act of ZB82“SOA”) are to increase corporate responsyhitid provide for
enhanced penalties for accounting and auditing apmieties by publicly traded companies and to piotevestors by
improving the accuracy and reliability of corpordtsclosures pursuant to the securities laws.

The SOA generally applies to all companies, both.ldnd non-U.S., that file or are required to idgiodic reports with the
Securities and Exchange Commission (the “SEC”) utite Securities Exchange Act of 1934 (the “ExcleaAgt”).

The SOA includes specific disclosure requirements@rporate governance rules, requires the SEGeautities
exchanges to adopt extensive additional disclosmporate governance and other related rules amdiates further studies of
certain issues by the SEC. The SOA addresses, aatbegmatters:

*  Audit committees for all reporting companies;
» Certification of certain publicly filed documertty the chief executive officer and the chief fineh officer;

* The forfeiture of bonuses or other incentive-lasempensation and profits from the sale of aneissisecurities by
directors and senior officers in the twelve monghiqd following initial publication of financial atements that later
require restatement;

* A prohibition on insider trading during pensioda black out periods;
» Disclosure of off-balance sheet transactions;

» A prohibition on personal loans to directors affiicers (subject to certain exceptions, includaxgeptions which
permit under certain circumstances described bdlmams by financial institutions to their directensd officers);

»  Expedited filing requirements for Form 4's;

» Disclosure of a code of ethics and filing a F@+K for a change in or waiver of such code;
» “Real time” filing of periodic reports;

» The formation of a public accounting oversighatih

» Auditor independence; and

» Various increased criminal penalties for violasoof securities laws.

Legislation Implemented in Response to Recent Pasiof Economic Turmoil

In response to recent unprecedented market turBBBA was enacted on October 3, 2008. EESA autmtire U.S.
Treasury Department (the “treasury”) to provideta$700 billion in funding for the financial sereis industry. Pursuant to the
EESA, the Treasury was initially authorized to 8880 billion for the Troubled Asset Relief Progr@fARP”). Of this
amount, the Treasury allocated $250 billion toTA&RP Capital Purchase Program. On January 15, 208%econd $350
billion of TARP monies was released to the TreasAs/described elsewhere in this Annual Report om¥10-K, the Treasury
purchased $10,000,000 of the Parent Corporatiaisaonvertible preferred stock (the “Preferred 8b8runder the TARP
Capital Purchase Program.
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Participants in the TARP Capital Purchase Prograrewequired to accept several compensation-reliaédtions
associated with this Program. In January 2009, dxecutive officers of the Corporation (Messrs. glep, Abrahamian,
Shapiro and Boylan and Ms. Wunder) agreed in vwgitlaccept the compensation standards in existgrbat time under the
Capital Purchase Program and thereby cap or eltmswne of their contractual or legal rights. Thevjsions agreed to were
as follows:

* No Golden Parachute Paymer The term “golden parachute payment” under the PARapital Purchase Program (as
distinguished from the definition under the Stimact referred to below) refers to a severance gaygmesulting from
involuntary termination of employment, or from bamgitcy of the employer, that exceeds three timegehminated
employee’s average annual base salary over thegdiaes prior to termination. The Corporation’s serixecutive
officers have agreed to forego all golden paracpatenents for as long as they remain “senior exesaffficers” (the
CEO, the CFO and the next three highest-paid eixecafficers) of the Corporation and the Treasuwwtmues to hold
the equity or debt securities that the Parent Qattjmn issued to it under the TARP Capital Purchasgram (the
period during which the Treasury holds those sé&esris referred to herein as the “CPP CoveredBe)i

» Clawback of Bonus and Incentive Compensation ieBas Certain Material InaccuraciesOur senior executive
officers agreed to a “clawback provision”. Any bsmr incentive compensation paid to them duringGR& Covered
Period is subject to recovery or “clawback” by @erporation if the payments were based on matgriadiccurate
financial statements or any other materially inaateiperformance metric criteria. The senior exeeutfficers
acknowledged that each of the Corporation’s comgés, bonus, incentive and other benefit plansryements and
agreements (including golden parachute, severamtemployment agreements) (collectively, “Benefdri®”) with
respect to them was deemed amended to the exiegdseay to give effect to such clawback and theeicgen on
golden parachute payments.

» No Compensation Arrangements That Encourage ExaeBRssks The Corporation is required to review its Benefit
Plans to ensure that they do not encourage sexgaugve officers to take unnecessary and excesiske that threaten
the value of the Corporation. To the extent anyhgewiew requires revisions to any Benefit Plarhwéspect to the
senior executive officers, they agreed to negosatéh changes promptly and in good faith.

During the CPP Covered Period, the Corporatiorotpermitted to take federal income tax deductfongompensation
paid to the senior executive officers in exces$58f0,000 per year, subject to certain exceptions.

On February 17, 2009, the American Recovery and\Rstment Act of 2009 (the “Stimulus Act”) was etealc The
Stimulus Act contains several provisions desigmeelstablish executive compensation and governdaodards for financial
institutions (such as the Corporation) that reacgioewill receive financial assistance under TARPcertain instances, the
Stimulus Act modified the compensation-related fations contained in the TARP Capital Purchase iRaragin addition, the
Stimulus Act created additional compensation-relditaitations and directed the Treasury to estatdimndards for executive
compensation applicable to participants in TARRhkir January 2009 agreements, the Corporatio@sugives did not waive
their rights with respect to the provisions implereal by the Stimulus Act; other employees now ceddry these provisions
were not asked and did not agree to waive theitsigrhe compensation-related limitations applieablthe Corporation which
have been added or modified by the Stimulus Actarfllows, which provisions are expected to lmbuided in standards
established by the Treasury:

» No Severance Paymen Under the Stimulus Act, the term “golden paraebuts defined to include any severance
payment resulting from involuntary termination ofifdoyment, except for payments for services peréator benefits
accrued. Under the Stimulus Act, the Corporatigor@hibited from making any severance paymentstésienior
executive officers” (defined in the Stimulus Acttas five highest paid senior executive officens)l éhe Corporation’s
next five most highly compensated employees dutiegperiod that the Preferred Shares are outstgndin
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* Recovery of Incentive Compensation if Based ora@eMaterial Inaccuracies The Stimulus Act contains the
“clawback provision” discussed above but extenslgjfiplication to any bonus awards and other ineemibmpensation
paid to any of the Corporationsenior executive officers and the next 20 magtlicompensated employees during
period that the Preferred Shares are outstandatgghater found to have been based on mateiizdiycurate financial
statements or other materially inaccurate measurenod performance.

» No Compensation Arrangements That Encourage Easnitgnipulation. Under the Stimulus Act, during the period
that the Preferred Shares are outstanding, theo€atipn is prohibited from entering into compensatarrangements
that encourage manipulation of the reported easaighe Corporation to enhance the compensatiempbf the
Corporation’s employees.

» Limit on Incentive Compensatic The Stimulus Act contains a provision that prdisithe payment or accrual of any
bonus, retention award or incentive compensatiaheédCorporation’s highest paid employee whileRheferred Shares
are outstanding other than awards of long-terntiogst! stock that (i) do not fully vest while theeferred Shares are
outstanding, (ii) have a value not greater thantbire of the total annual compensation of such leyge and (iii) are
subject to such other restrictions as will be deired by the Treasury. The prohibition on bonusesscot preclude
payments required under written employment cordgrantered into on or prior to February 11, 2009.

» Compensation Committee Function¥he Stimulus Act requires that the Parent Corgmmegs Compensation
Committee be comprised solely of independent dirscand that it meet at least semiannually to diseund evaluate t
Corporation’s employee compensation plans in laftan assessment of any risk posed to the Corpor&ttm such
compensation plans.

» Compliance Certifications.The Stimulus Act requires an annual written iegtion by the Parent Corporation’s chief
executive officer and chief financial officer witbspect to the Corporation’s compliance with thevgions of the
Stimulus Act.

» Treasury Review of Excessive Bonuses Previousty. Pahe Stimulus Act directs the Treasury to revidiw a
compensation paid to the Corporation’s senior etheewfficers and its next 20 most highly comperdagmployees to
determine whether any such payments were inconsiaiéh the purposes of the Stimulus Act or werlgeoivise
contrary to the public interest. If the Treasurykesmsuch a finding, the Treasury is directed tmtiate with the Parent
Corporation and the applicable employee for appatgreimbursements to the federal government setpect to the
compensation and bonuses.

» Say on Pay. Under the Stimulus Act, the Corporation is regdito have an advisory “say on pay vote” by the
shareholders on executive compensation at the @atrpo’s shareholder meetings during the period te Preferred
Shares are outstanding. This requirement appli¢det@orporation’s 2009 annual meeting of sharedrsland will
apply to the 2010 annual meeting of shareholders.

Proposed Legislation

From time to time proposals are made in the U.SigBess and before various bank regulatory autkeritvhich would alter
the policies of and place restrictions on differgmpies of banking operations. It is impossible tedict the impact, if any, of
potential legislative trends on the business ofGbeporation and the Bank.

Loans to Related Parties

The Corporation’s authority to extend credit todisectors and executive officers, as well as tities controlled by such
persons, is currently governed by the requiremeftise National Bank Act, the Sarbanes-Oxley Ac2002 and Regulation O
of the Federal Reserve Bank. Among other thingssedtprovisions require that extensions of creditg@ers (i) be made on
terms that are substantially the same as, andafaltedit underwriting procedures that are not Egsgent than, those
prevailing for comparable transactions with un&itéd persons and that do not involve more thamtimmal risk of repayment
or present other
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unfavorable features and (ii) not exceed certanitditions on the amount of credit extended to qensons, individually and in
the aggregate, which limits are based, in partheramount of the Corporation’s capital. In additithe Corporation’s Board of
Directors must approve extensions of credit in egad certain limits. Under the SOA, the Corpomaimd its subsidiaries,
other than Union Center National Bank, may not ecter arrange for any personal loans to its dimscémd executive officers.

Dividend Restrictions

The Parent Corporation is a legal entity sepanadiedistinct from the Bank. Virtually all of the renue of the Parent
Corporation available for payment of dividends tsnciapital stock will result from amounts paid e Parent Corporation by
the Bank. All such dividends are subject to varibmdtations imposed by federal laws and by reguolz and policies adopted
by federal regulatory agencies. As a national btk Bank may not pay a dividend if it would imptiie capital of the Bank.
Furthermore, prior approval by the Comptrollerted Currency is required if the total of dividendldred in a calendar year
exceeds the total of the Bank’s net profits fott thear combined with the retained profits for the preceding years. The
Company'’s current MOU provides that the Bank camiemiare a dividend without the prior approvalle OCC.

On January 9, 2009, as part of the TARP Capitatffage Program, the Parent Corporation enteredibtter Agreement
(the “Letter Agreement”) and a Securities Purchfageeement — Standard Terms attached thereto (theut8ies Purchase
Agreement”) with the Treasury, pursuant to whigtt{e Parent Corporation issued and sold, and teastry purchased,
10,000 shares of the Parent Corporation’s Fixeé Raimulative Perpetual Preferred Stock, Seriesafinlg a liquidation
preference of $1,000 per share, for an aggregathase price of $10,000,000 in cash, and (ii) the=® Corporation issued to
the Treasury a ten-year warrant (the “Warrantpuochase up to 173,410 shares of the Corporat@miemon stock at an
exercise price of $8.65 per share. The Securitiestase Agreement contains limitations on the payrokdividends on the
common stock. Specifically, the Parent Corporaisomnable to declare dividend payments on the comstack (and certain
preferred stock if the Corporation issues additi@eaies of preferred stock) if the Parent Corpgorais in arrears in the
payment of dividends on the Preferred Shares. Egrthntil the third anniversary of the investmentben all of the Preferred
Shares have been redeemed or transferred, thet Ramgroration is not permitted to increase the amofi the quarterly cash
dividend above $0.09 per share, which was the atrmfithe last regular dividend declared by the Ra@orporation prior to
October 14, 2008.

If, in the opinion of the OCC, a bank under itdgdiction is engaged in or is about to engage inrsafe or unsound
practice (which could include the payment of divids), the OCC may require, after notice and heatiraj such bank cease
and desist from such practice or, as a result afrealated practice, require the bank to limit dends in the future. The FRB
has similar authority with respect to bank holdamgnpanies. In addition, the FRB and the OCC haugeid policy statements
which provide that insured banks and bank holdmgganies should generally only pay dividends owurfent operating
earnings. Regulatory pressures to reclassify aadgehoff loans and to establish additional loas leserves can have the effect
of reducing current operating earnings and thusattipg an institution’s ability to pay dividendaurkher, as described herein,
the regulatory authorities have established guidsliwith respect to the maintenance of appropieéatds of capital by a bank
or bank holding company under their jurisdictiomn@pliance with the standards set forth in thesepatatements and
guidelines could limit the amount of dividends whibe Parent Corporation and the Bank may pay. URD¢CIA, banking
institutions which are deemed to be “undercapializwill, in most instances, be prohibited from aydividends.

Lending Guidelines; Real Estate Credit Management

Credit risks are an inherent part of the lendinacfion. The Corporation has set in place specifiicigs and guidelines to
limit credit risks. The following describes the @oration’s credit management policy and identiiegain risk elements in its
earning assets portfolio.

Credit Management

The maintenance of comprehensive and effectivatgpeticies is a paramount objective of the Corpiora Credit
procedures are enforced by the department hedtig different lending units and are maintainecatdenior administrative
level as well as through internal control procedure
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Prior to extending credit, the Corporation’s creuliticy generally requires a review of the borroweredit history,
repayment capacity, collateral and purpose of ézai Requests for most commercial and consumeslaee to be
accompanied by financial statements and other aalefinancial data for evaluation. After the gragtof a loan or lending
commitment, this financial data is typically updhtnd evaluated by the credit staff on a period&i$for the purpose of
identifying potential problems. Construction finargrequires a periodic submission by the borrowésales/leasing status
reports regarding their projects, as well as, irstwases, inspections of the project sites by iedépnt engineering firms and/or
independent consultants. Advances are normally roaljyeupon the satisfactory completion of periogliases of construction.

Certain lending authorities are granted to loaiteft based upon each officer’s position and erpeg. However, large
dollar loans and lending lines are reported toamedsubject to the approval of the Bank’s loan cdttees and/or board of
directors. Either the Chairman of the Board or le# chairs the loan committees.

The Corporation has established its own interrehtm-value (“LTV”) limits for real estate loans general, except as
described below, these internal limits are not pibechto exceed the following supervisory limits:

Loan-to-Value

Loan Category Limit
Raw Land 65%
Land Development 75%
Commercial, Multifamily and Other Non-residentiainstruction 80%
Construction: One to Four Family Residential 85%
Improved Property (excluding One to Four Family iRestial) 85%
Owner-Occupied One to Four Family and Home Equity* 9%

* For a permanent mortgage or home equity loanwemen occupied one to four family residential prapevith an LTV that
exceeds 90 percent at origination, private mortgaggrance or readily marketable collateral iseémbtained. “Readily
marketable collateral” means insured depositspfifed instruments and bullion in which the bank bgserfected interest.
Financial instruments and bullion are to be salabiger ordinary circumstances with reasonable ptoegs at a fair market
value.

It may be appropriate in individual cases to ordénloans with loan-to-value ratios in excess efgtipervisory LTV limits,
based on support provided by other credit facfbing. President of the Bank must approve such nofeoming loans. The
Bank must identify all non-conforming loans andittaggregate amount must be reported at leasteyhatod the Directors’
Loan Committee. Non-conforming loans should noteext100% of capital, or 30% with respect to nontorfeur family
residential loans. At present, management is ureafany exceptions to supervisory LTV limits.

Collateral margin guidelines are based on costketar other appraised value to maintain a readersabount of collateral
protection in relation to the inherent risk in tban. This does not mitigate the fundamental amalyscash flow from the
conversion of assets in the normal course of basipefrom operations to repay the loan. It is iiyedesigned to provide a
cushion to minimize the risk of loss if the ultirmatollection of the loan becomes dependent onidéhtion of security
pledged.

The Corporation also seeks to minimize lending tiskugh loan diversification. The composition loé tCorporation’s
commercial loan portfolio reflects and is highlypgadent upon the economy and industrial make-upeofegion it serves.
Effective loan diversification spreads risk to matifferent industries, thereby reducing the impafaiownturns in any specific
industry on overall loan profitability.

Credit quality is monitored through an internaliesv process, which includes a credit Risk Gradiggt®&n that facilitates
the early detection of problem loans. Under thadgrg system, all commercial loans and commerc@tgage loans are
graded in accordance with the risk characterigticsrent in each loan. Problem loans include namtgd loans, and loans
which conform to the regulatory definitions of @ited and classified loans.
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A Problem Asset Report is prepared monthly ancésrened by the senior management of the Bank, trpdation’s
Loan and Discount Committee and Board of Directdhss review is designed to enable managemenkigach actions as are
considered necessary to identify and remedy problema timely basis.

The Bank’s internal loan review process is completee by an independent loan review conducted througthe year,
under the mandate and approval of the CorporatiBo&rd of Directors. In addition, regularly scheztlhudits performed by
the Bank’s internal audit function are designedrsure the integrity of the credit and risk moriitgrsystems currently in
place.

Risk Elements

The risk elements identified by the Corporationiude non-performing loans, loans past due nineys @& more as to
interest or principal payments but not placed oo -accrual status, potential problem loans, ath&restate owned, net, and
other non-performing interest-earning assets.

Item 1A. Risk Factors

An investment in our common stock involves risk®c®holders should carefully consider the riskscdesd below,
together with all other information contained imsthnnual Report on Form 10-K, before making anycpase or sale decisions
regarding our common stock. If any of the followinigks actually occur, our business, financial ¢bod or operating results
may be harmed. In that case, the trading pricaitoEommon stock may decline, and stockholders rosg part or all of their
investment in our common stock.

We are required to take certain actions pursuantdor current MOU with the OCC, and lack of compliae could result in
additional regulatory actions.

As described under “ltem 1 — Business — RegulatibBank Subsidiary,” the Bank is subject to a MOuhhe OCC,
pursuant to which it has agreed to take variouseto improve the Bank’s capital position andfipability. The OCC has
also established higher minimum capital ratiostfier Bank than the regulatory minimums. While managet is committed to
addressing and resolving the issues raised by @@ &nd has already initiated corrective actionsotmply with various
requirements of the MOU, no assurances can be ginagrihe OCC will find the Bank’s compliance pkatisfactory, or that the
Bank will not be subject to further supervisoryiaetby the OCC. We may at some point need to radsktional capital to
assure compliance with mandated capital ratiost@sdpport our continued growth. Our ability toseaadditional capital, if
needed, will depend on conditions in the capitatkets at that time, which are outside our contralj on our financial
performance. Accordingly, we cannot assure yowofatbility to raise additional capital, if needed, terms acceptable to us. If
we cannot raise additional capital when neededability to comply with applicable capital requirents and to further expand
our operations through internal growth or acquisisi could be materially impaired.

Recent negative developments in the financial seeg industry and U.S. and global credit markets ntaytinue to adversely
impact our operations and results.

The general economic downturn continued througR60® and is continuing into 2010. Loan portfoligfpemances have
deteriorated at many institutions resulting frommoag other factors, a weak economy and a declittigeivalue of the collateral
supporting their loans. The competition for our @&fs has increased significantly due to liquidioncerns at many of these
same institutions. Stock prices of bank holding pames, like ours, have been negatively affectethbycurrent condition of
the financial markets, as has our ability, if nekde raise capital or borrow in the debt marketsipared to recent years. As a
result, there is a potential for new federal otestaws and regulations regarding lending and fuggiractices and liquidity
standards, and financial institution regulatoryreges are expected to be very aggressive in regpgial concerns and trends
identified in examinations, including the expecigsliance of many formal enforcement actions. Negatevelopments in the
financial services industry and the impact of negidlation in response to those developments awedatively impact our
operations by restricting our business operatimtdding our ability to originate or sell loansychadversely impact our
financial performance. worsening of these cond&iamuld likely exacerbate the adverse effects esdidifficult

14




TABLE OF CONTENTS

market conditions on us and others in the finariogtitutions industry. In particular, we may fabe following risks in
connection with these events:

* we potentially face increased regulation of saustry and compliance with such regulation mayease our costs and
limit our ability to pursue business opportunities;

» customer demand for loans secured by real estatied be reduced due to weaker economic conditemé)crease in
unemployment, a decrease in real estate valuas ioceease in interest rates;

» the process we use to estimate losses inherentriaredit exposure requires difficult, subjectarel complex
judgments, including forecasts of economic condgiand how these economic conditions might imeratbility of
our borrowers to repay their loans; the level afentainty concerning economic conditions may addgraffect the
accuracy of our estimates which may, in turn, inplae reliability of the process;

» the value of the portfolio of investment secestihat we hold may be adversely affected; and

* we may be required to pay significantly higherlEremiums because market developments have isignily
depleted the insurance fund of the FDIC and redtieedatio of reserves to insured deposits

We are subject to interest rate risk and variatioinsinterest rates may negatively impact our findatperformance.

We are unable to predict actual fluctuations ofketimterest rates with complete accuracy. Rattdktions are affected by
many factors, including:

* inflation;

*  recession;

e arise in unemployment;

» tightening money supply; and

» domestic and international disorder and instbiti domestic and foreign financial markets.

Changes in the interest rate environment may redrafés. We expect that we will continue to realincome from the
differential or “spread” between the interest wenean loans, securities and other interest-earagsgts, and the interest we pay
on deposits, borrowings and other interest-bediatiities. Net interest spreads are affectedh®y difference between the
maturities and repricing characteristics of inteesrning assets and interest-bearing liabiliti@tanges in levels of market
interest rates could materially and adversely &ffec net interest spread, asset quality, levefgepayments and cash flows as
well as the market value of our securities portfalind overall profitability.

External factors, many of which we cannot contrehay result in liquidity concerns for us.

Liquidity risk is the potential that Union Centeafibnal Bank may be unable to meet its obligatasnthey come due,
capitalize on growth opportunities as they arisggay regular dividends because of an inabilitidoidate assets or obtain
adequate funding in a timely basis, at a reasor@iseand within acceptable risk tolerances.

Liquidity is required to fund various obligationscluding credit commitments to borrowers, mortgage other loan
originations, withdrawals by depositors, repaynwdrtiorrowings, operating expenses, capital expanektand dividend
payments to shareholders.

Liquidity is derived primarily from deposit growtnd retention; principal and interest paymentsoam$; principal and
interest payments on investment securities; sadynty and prepayment of investment securitiescash provided from
operations, and access to other funding sources.
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Our access to funding sources in amounts adequéiteance our activities could be impaired by fastthat affect us
specifically or the financial services industrygeneral. Factors that could detrimentally impactamcess to liquidity sources
include a decrease in the level of our businesgigotiue to market factors or an adverse regujasmtion against us. Our
ability to borrow could also be impaired by facttirat are not specific to us, such as a severagtien of the financial markets
or negative views and expectations about the potsier the financial services industry as a wtasehe turmoil faced by
banking organizations in the domestic and worldwddalit markets continues. Over the last severails/ehe financial services
industry and the credit markets generally have Ineaterially and adversely affected by significaatléhes in asset values and
by a lack of liquidity. The liquidity issues havedn particularly acute for regional and communéphs, as many of the larger
financial institutions have significantly curtailétkeir lending to regional and community bankseduce their exposure to the
risks of other banks. In addition, many of the &argorrespondent lenders have reduced or evennalied federal funds lines
for their correspondent customers. Furthermordonad and community banks generally have less adoethe capital markets
than do the national and super-regional banks tsecaiitheir smaller size and limited analyst cogeraAny decline in
available funding could adversely impact our apild originate loans, invest in securities, meeatepenses, or fulfill
obligations such as repaying our borrowings or mgeteposit withdrawal demands, any of which cchdgle a material
adverse impact on our liquidity, business, resufitsperations and financial condition.

The extensive regulation and supervision to whiclk are subject impose substantial restrictions o business.

Center Bancorp Inc., primarily through its prindipabsidiary, Union Center National Bank, and darteon-bank
subsidiaries, are subject to extensive regulatimhsupervision. Banking regulations are primarifended to protect
depositors’ funds, federal deposit insurance fuarsthe banking system as a whole. Such laws am@es@ned to protect our
shareholders. These regulations affect our lenpiiagtices, capital structure, investment practidesdend policy and growth,
among other things. Union Center National Bankss aubject to a number of federal laws, which, aghother things, require
it to lend to various sectors of the economy angufetion, and establish and maintain comprehensiograms relating to anti-
money laundering and customer identification. Tétéd States Congress and federal regulatory agerontinually review
banking laws, regulations and policies for possitianges, especially for the TARP Capital Purcasgram (in which the
Parent Corporation is a participant). Changesatusds, regulations or regulatory policies, inahgdchanges in interpretation or
implementation of statutes, regulations or policemsild affect us in substantial and unpredictaldgs. Such changes could
subject us to additional costs, limit the typesimdncial services and products we may offer aniiforease the ability of non-
banks to offer competing financial services andlpots, among other things. Failure to comply wativd, regulations or
policies could result in sanctions by regulatorgrjes, civil money penalties and/or reputatiormahdge, which could have a
material adverse effect on our business, finarzaHition and results of operations.

Because of our participation in the U.S. TreasuryGapital Purchase Program, we are subject to seVeeatrictions,
including restrictions on our ability to declare gray dividends and repurchase our shares, as weltestrictions on our
executive compensation.

As a result of our participation in the U.S. Trag&uCapital Purchase Program, our ability to dexlar pay dividends on
any of our capital stock is subject to restrictidBpecifically, we are unable to declare divideagiments on common, junior
preferred opari passupreferred shares if we are in arrears in the paywiedividends on the Preferred Shares. Furtheil un
the third anniversary of the investment or wheroathe Preferred Shares have been redeemed efdresd, we are not
permitted to increase the cash dividends on oumeomstock without the U.S. Treasury’s approval. #iddally, our ability to
repurchase our shares of outstanding common staesiricted. The U.S. Treasury’s consent geneialigquired for us to
make any stock repurchase until the third annivgreathe investment by the U.S. Treasury unleksfghe Preferred Shares
have been redeemed or transferred. Further, comontior preferred opari passupreferred shares may not be repurchased if
we are in arrears in the payment of dividends erRtreferred Shares. These restrictions, as w#ileadilutive effect of the
warrants that we issued to the U.S. Treasury aopéne Capital Purchase Program, may have a ivegaffect on the market
price of our common stock.
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Pursuant to the terms by which we participatethend.S. Treasury’s Capital Purchase Agreementlaaterms of the
American Recovery and Reinvestment Act of 2009ane several of our senior employees are subjesilistantial limitations
on executive compensation and are subject to velgthew corporate governance standards. Suchresgents may adversely
affect our ability to attract and retain senioricgfs and employees who are critical to the opanadf our business.

The documents that we executed with the U.S. Trgaghien it purchased our Preferred Shares alldw itnilaterally
change the terms of the Preferred Shares or imgmdiéional requirements on the Corporation if thisra change in law. These
changes or additional requirements could restrictadility to conduct business, could subject uadditional cost and expense
or could change the terms of the Preferred Shar#hetdetriment of our common shareholders. Whitedy be possible for us
to redeem the Preferred Shares in the event thdl 18. Treasury imposes any changes or additiegalirements that we
believe are detrimental, there can be no assurdhatsur federal regulator will approve such reggan or that we will have
the ability to implement such redemption, espegiallight of regulatory requirements imposed ugfioancial institutions
seeking to redeem TARP securities.

Current levels of volatility in the capital marketsre unprecedented and may adversely impact ourafiens and results.

The capital markets have been experiencing unpested volatility for more than two years. Such niegadevelopments
and disruptions have resulted in uncertainty infith@ncial market in general with the expectatidém@ @ontinuing general
economic downturn which is continuing in 2010. Bamkl bank holding company stock prices have begatively affected, as
has the ability of banks and bank holding compatuesaise capital or borrow in the debt markets parad to recent years. If
current levels of market disruption and volatiligntinue or worsen, there can be no assurancevthaiil not experience an
adverse effect, which may be material, on our lessipfinancial condition and results of operationsur ability to access
capital.

We must effectively manage our credit risk.

There are risks inherent in making any loan, iniclgdisks inherent in dealing with particular bomers, risks of
nonpayment, risks resulting from uncertaintiesoathé future value of collateral and risks resgitirom changes in economic
and industry conditions. We attempt to minimize ongdit risk through prudent loan application apatgrocedures, careful
monitoring of the concentration of our loans witkjrecific industries, a centralized credit admmaisbn department and
periodic independent reviews of outstanding loanedr loan review department. However, we cannstii@syou that such
approval and monitoring procedures will reduce ¢haredit risks.

Our loan portfolio includes commercial real estal@ans, which involve risks specific to real estat@lue.

Commercial real estate loans were $410.1 millierapproximately 57.0 percent of our total loan fadid, as of December
31, 2009. Many of these loans are extended to amdlimedium-sized businesses. The market valugabestate can fluctuate
significantly in a short period of time as a resiltnarket conditions in the geographic area inclvtihe real estate is located.
Although many such loans are secured by real eatatesecondary form of collateral, continued astvelevelopments affecting
real estate values in our market area could iner#fgscredit risk associated with our loan portfoliconomic events or
governmental regulations outside of the contrahefborrower or lender could negatively impactftitere cash flow and
market values of the affected properties. If trenkthat are collateralized by real estate becovubled and the value of the
real estate has been significantly impaired, thermay not be able to recover the full contractnabant of principal and
interest that we anticipated at the time of origimgthe loan, which could cause us to increasepoavision for loan losses and
adversely affect our operating results and findreoadition.

We may incur impairments to goodwill.

We review our goodwill at least annually. Signifitaegative industry or economic trends, reducéidhases of future cash
flows or disruptions to our business, could indécitat goodwill might be impaired. Our valuationthwlology for assessing
impairment requires management to make judgmeints an
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assumptions based on historical experience arglytan projections of future operating performantk operate in a
competitive environment and projections of futupei@ting results and cash flows may vary signifigafinom actual results.
Additionally, if our analysis results in an impaint to its goodwill, we would be required to recardon-cash charge to
earnings in our financial statements during théggein which such impairment is determined to exfsty such change could
have a material adverse effect on our results efaifons and our stock price.

Union Center National Bank'’s ability to pay dividels is subject to regulatory limitations, which, the extent that our
holding company requires such dividends in the foéy may affect our holding company’s ability to honits obligations and
pay dividends.

As a bank holding company, Center Bancorp, Ina.geparate legal entity from Union Center Nati@sik and its
subsidiaries and does not have significant operatid/e currently depend on Union Center NationalkBacash and liquidity
to pay our operating expenses and dividends tebbltters. We cannot assure you that in the fututierdCenter National
Bank will have the capacity to pay the necessaridnds and that we will not require dividends froimion Center National
Bank to satisfy our obligations. Various statuted eegulations limit the availability of dividenéi®m Union Center National
Bank. It is possible, depending upon our and Ui@enter National Bank’s financial condition and otfaetors, that bank
regulators could assert that payment of dividendstleer payments by Union Center National Bankasrensafe or unsound
practice. In the event that Union Center NatiorahiBis unable to pay dividends, we may not be hérvice our obligations,
as they become due, or pay dividends on our cegitak. Consequently, the inability to receive dends from Union Center
National Bank could adversely affect our financahdition, results of operations, cash flows arabpects. Pursuant to the
MOU between Union Center National Bank and the OB€ Bank may not declare dividends without thempaipproval of the
OCC.

Union Center National Bank’s allowance for loan legs may not be adequate to cover actual losses.

Like all financial institutions, Union Center Natial Bank maintains an allowance for loan lossgwéwide for loan
defaults and non-performance. If Union Center Nati@ank’s allowance for loan losses is not adegjtmtover actual loan
losses, future provisions for loan losses couldenty and adversely affect our operating resitsion Center National
Bank’s allowance for loan losses is determinedrmlyzing historical loan losses, current trenddefinquencies and charge-
offs, plans for problem loan resolution, the opirs®f its regulators, changes in the size and caitipo of the loan portfolio
and industry information. Union Center National Batso considers the impact of economic eventsptiteome of which is
uncertain. The amount of future losses is susdeptibbchanges in economic, operating and otheritiond, including changes
in interest rates that may be beyond our contrdlthese losses may exceed current estimates. Feelgnéatory agencies, as an
integral part of their examination process, revigmion Center National Bank’s loans and allowanaddan losses. While we
believe that Union Center National Bank’s allowafmeloan losses in relation to its current loamtfmio is adequate to cover
current losses, we cannot assure you that UnioteCalational Bank will not need to increase it®athnce for loan losses or
that regulators will not require it to increasesthilowance. Either of these occurrences could ma#ifeand adversely affect our
earnings and profitability.

Union Center National Bank is subject to variousiding and other economic risks that could adverséhpact our results of
operations and financial condition.

Changes in economic conditions, particularly ai§icagmt worsening of the current economic enviromtmeould hurt Union
Center National Bank’s business. Union Center Nati®ank’s business is directly affected by paditiand market conditions,
broad trends in industry and finance, legislatind eegulatory changes, changes in governmental tagnand fiscal policies,
all of which are beyond our control. Deterioratioreconomic conditions, particularly within New Sey, could result in the
following consequences, any of which could hurt lbusiness materially:

* loan delinquencies may increase;

» problem assets and foreclosures may increase;
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* demand for our products and services may deding;

» collateral for loans made by Union Center Natld&nk may decline in value, in turn reducing Un@enter National
Bank’s clients’ borrowing power.

Further deterioration in the real estate marketjqadarly in New Jersey, could hurt our business real estate values in
New Jersey decline, our ability to recover on didéaliloans by selling the underlying real estate@uced, which increases the
possibility that we may suffer losses on defaulgehs.

Union Center National Bank may suffer losses in itsan portfolio despite its underwriting practices.

Union Center National Bank seeks to mitigate teksinherent in its loan portfolio by adhering pesific underwriting
practices. Although we believe that Union Centetiddenl Bank’s underwriting criteria are appropriéde the various kinds of
loans that it makes, Union Center National Bank imayr losses on loans that meet its underwritiiigiéa, and these losses
may exceed the amounts set aside as reservesltoitence for loan losses.

Union Center National Bank faces strong competitidrom other financial institutions, financial serie companies and
other organizations offering services similar todlservices that Union Center National Bank provides

Many competitors offer the same types of loanstzanking services that Union Center National Barikrafor similar types
of such services. These competitors include othgomal banks, savings associations, regional banlsother community
banks. Union Center National Bank also faces coitipefrom many other types of financial institutigy including finance
companies, brokerage firms, insurance companiedjtarnions, mortgage banks and other financiarinediaries. In this
regard, Union Center National Bank’s competitordiide other state and national banks and majongiahcompanies whose
greater resources may afford them a marketplaceradge by enabling them to maintain numerous bgrkications, offer a
broader suite of services and mount extensive ptioma and advertising campaigns. Our inabilitictmmpete effectively may
adversely affect our business.

If we pursue acquisitions, we may heighten the sio our operations and financial condition.

To the extent that we undertake acquisitions or bemch openings, we may experience the effedtigbler operating
expenses relative to operating income from the opevations, which may have a material adverse teffeour levels of
reported net income, return on average equity ahdm on average assets. Other effects of engagsigch growth strategies
may include potential diversion of our managemetit® and attention and general disruption to augitess. To the extent
that we grow through acquisitions and branch om)iwe cannot assure you that we will be able émadtely and profitably
manage this growth. Acquiring other banks and lmssias involve similar risks to those commonly assed with branching,
but may also involve additional risks, including:

* potential exposure to unknown or contingent liibs of banks and businesses we acquire;
e exposure to potential asset quality issues oatitgiired bank or related business;
« difficulty and expense of integrating the opeyati and personnel of banks and businesses we ecgod

» the possible loss of key employees and custoofahse banks and businesses we acquire.

Attractive acquisition opportunities may not be akable to us in the future.

We expect that other banking and financial seremapanies, many of which have significantly greaésources than us,
will compete with us in acquiring other financiaktitutions if we pursue such acquisitions. Thispetition could increase
prices for potential acquisitions that we believe attractive. Also, acquisitions are subject tdous regulatory approvals. If
we falil to receive the appropriate regulatory appts, we will not be able to consummate an acdaisihat we believe is in
our best interests. Among other things, our reguatvill consider our capital, liquidity, profitdly, regulatory compliance and
levels of goodwill when considering acquisition agansion proposals. Any acquisition could betid#uto our earnings and
shareholders’ equity per share of our common stock.
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Further increases in FDIC premiums could have a neaiial adverse effect on our future earnings.

The FDIC insures deposits at FDIC insured finanicisiitutions, including Union Center National Bafilhe FDIC charges
the insured financial institutions premiums to ntaiin the Deposit Insurance Fund at an adequaté levight of current
economic conditions, the FDIC has increased itsssssent rates and imposed special assessmentsDT@enay further
increase these rates and impose additional spessaksments in the future, which could have a rabselverse effect on future
earnings.

Declines in value may adversely impact our investrngortfolio.

As of December 31, 2009, we had approximately $2@8llion in available for sale investment secastiWe may be
required to record impairment charges on our imaest securities if they suffer a decline in valoattis considered other-than-
temporary. Numerous factors, including lack of ldity for re-sales of certain investment securitedssence of reliable pricing
information for investment securities, adverse gesnn business climate, adverse actions by regslatr unanticipated
changes in the competitive environment could hanegative effect on our investment portfolio inufiig periods. If an
impairment charge is significant enough, it couféet the ability of Union Center National Bankupstream dividends to us,
which could have a material adverse effect on iguidity and our ability to pay dividends to shavkters and could also
negatively impact our regulatory capital ratios.

Concern of customers over deposit insurance maysea decrease in deposits.

With recent increased concerns about bank failugestomers increasingly are concerned about themetd which their
deposits are insured by the FDIC. Customers mdydnaiv deposits in an effort to ensure that the arnthey have on deposit
with their bank is fully insured. Decreases in dg@fmomay adversely affect our funding costs andmesime.

We have a continuing need for technological changied we may not have the resources to effectivelglament new
technology.

The financial services industry is constantly uigdérg rapid technological changes with frequenbidtictions of new
technology-driven products and services. In additbetter serving customers, the effective usedfinology increases
efficiency and enables financial institutions tduee costs. Our future success will depend inygaoh our ability to address the
needs of our customers by using technology to geproducts and services that will satisfy custodeenands for convenience
as well as to create additional efficiencies in operations as we grow. We cannot provide you aéurance that we will be
able to effectively implement new technology-driy@oducts and services or be successful in maikstich products and
services to our customers.

System failure or breaches of our network securiguld subject us to increased operating costs al aslitigation and other
liabilities.

The computer systems and network infrastructureisgecould be vulnerable to unforeseen problems operrations are
dependent upon our ability to protect our compatgripment against damage from physical theft, ficayer loss,
telecommunications failure or a similar catastrophient, as well as from security breaches, defisérvice attacks, viruses,
worms and other disruptive problems caused by hhackey damage or failure that causes an interongti our operations
could have a material adverse effect on our firere@ndition and results of operations. Computeaksins, phishing and other
disruptions could also jeopardize the securitynédrimation stored in and transmitted through ounpoter systems and
network infrastructure, which may result in sigoéint liability to us and may cause existing andeptiél customers to refrain
from doing business with us. A failure of the séfyumeasures we use could have a material advéfieset en our financial
condition and results of operations.
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Item 1B. Unresolved Staff Comments

None.

Item 2. Properties

The Bank’s operations are located at nine sitésniion County, New Jersey, consisting of five siteslnion Township, one
in Springfield Township, one in Berkeley Heightagdn Vauxhall and one in Summit, New Jersey. ThakBalso has three
sites in Morris County, New Jersey, consisting ioé gite in Madison, one site in Boonton/Mountaikésy and one site in
Morristown, New Jersey. The principal office isabed at 2455 Morris Avenue, Union, New Jersey. fitirecipal office is a
two story building constructed in 1993. On Octo®e2004, the Bank opened a 19,555 square footeoféicility on Springfield
Road in Union, New Jersey, which serves as the BaDjerations and Data Center. On February 27, 20@8Corporation
signed an agreement to lease premises at 105 Neethue, Cranford, New Jersey to be used to cortstréid! service branch
facility. Subsequently, the Corporation has natifiee landlord that it wanted to terminate the cotmant and completed the
termination in the first quarter of 2009.

The following table sets forth certain informatie@garding the Bank’s leased locations.

Branch Location Term
356 Chestnut Street, Union, New Jersey Term egpir 2028 with renewal options
Career Center Branch located in Term expired in October 2008, currently on montimtanth lease

Union High School, Union, New Jersey

300 Main Street, Madison, New Jersey Term expires June 6, 2010 and is subject to renatrthke Bank’s

option
2933 Vauxhall Road, Vauxhall, Term expires January 31, 2013 and is subject tewahat the
New Jersey Bank’s option
392 Springfield Avenue, Summit, Term expired March 31, 2009 and was subject towehat the
New Jersey Bank’s option; however, the Bank advised the lardithat it did

not intend to renew this lease.

545 Morris Avenue, Summit, New Jersey Term expires February 1, 2024, subject to renetileaBank’s
option

Ely Place, Boonton, New Jersey Term expires August 29, 2021, and is subject teweh at the
Bank’s option

The Bank operates a Drive In/Walk Up located at28®we Street, Union, New Jersey, adjacent tateopshe Center
Office facility. The Bank has three off-site ATMdations. Two are located at New Jersey Transiostsiand one is located at
the Boys and Girls Club of Union, 1050 Jeanettenwee Union, New Jersey.

On January 12, 2010, the Bank entered into a saldpse agreement for its 1180 Springfield RoatlitiadJnder the terms
of the agreement the premises will be leased witb@ion to buy. The agreement is expected to Ity dansummated in the
second quarter of 2010.
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Item 3. Legal Proceedings

In December 2009, the Corporation took steps toiteate a participation agreement with another Nexsely bank,
Highlands State Bank (“Highlands”), at DecemberZ&109. Under the terms of the agreement, the jjzation ended on
December 31, 2009, and, in the Corporation’s vidighlands, as the lead bank, was required to rémmsethe remaining
balance. The lead bank questioned our enforceniehé garticipation agreement. Therefore, the Crapon filed suit in
Superior Court of New Jersey Chancery Division iarNs County, New Jersey (Docket No. MRS-C-189-08&) the return of
the outstanding principal. Highlands, in turn, Fikexl an answer and a counterclaim.

This litigation relates to a participating inter@st construction loan originated by HighlandsisTlban was closed, and the
participating interest (85%) was acquired, in 208&rious causes of action are pleaded in thisdiian by both parties,
including claims for recovery of damages. The pryraaim prosecuted by the Bank seeks a judicigdrdeination that the
participation agreement executed with Highlands praperly terminated in accordance with its term®&cember 31, 2009
and that Highlands is obligated to return the udfalance of the loan funds advanced by the Bankglits participation in
the loan. The primary claim presented by Highlaisdhat the Bank’s participation in the loan musttinue until it is
ultimately retired, which will probably result insabstantial loss that it is claimed must be shbyethe Bank. This litigation is
in its early stages. The initial pleadings haverbfed and the discovery phase will now begin.

There are no other significant pending legal prdeegs involving the Corporation other than thossiag out of routine
operations. Management does not anticipate thailtmeate liability, if any, arising out of sucttijation will have a material
effect on the financial condition or results of cggens of the Corporation on a consolidated b&ish statement constitutes a
forward-looking statement under the Private Selagititigation Reform Act of 1995. Actual resultsutd differ materially
from this statement as a result of various factoduding the uncertainties arising in provingtiwithin the judicial process.

Item 3A. Executive Officers of the Registrant

The following table sets forth the name and ageazh executive officer of the Parent Corporatiba,geriod during which
each such person has served as an officer of ttemtR@orporation or the Bank and each such perdnresess experience
(including all positions with the Parent Corporat&nd the Bank) for the past five years:

Name and Age Officer Since Business Experience

Anthony C. Weagley 1996 the Parent President and Chief Executive Officer of the Paf@oitporation
Age — 48 Corporation (April 2008 —Present); President, Chief Executive Officer anief
1985 the Bank  Financial Officer of the Parent Corporation (AugR807 — March

2008); President and Chief Executive Officer of Bank (March
2008 — Present); President, Chief Executive Offgzet Chief
Financial Officer of the Bank (August 2007 — Feby2008); Vice
President & Treasurer of the Parent Corporatio®§19 August
2007); Senior Vice President & Cashier of the BE&I#96 — August
2007); Vice President & Cashier of the Bank (19911996)

William Boylan 2008 the Parent Vice President of the Parent Corporation (July 20@8esent);
Age — 45 Corporation 200 Senior Vice President of the Bank (January 2008esént); Vice
the Bank President of the Bank (December 200January 2008); Senior Vi

President, Northern State Bank (August 2006 — Ndner2007);
and Senior Vice President, NVE Bank (1997 — Ju8)0
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Name and Age

Officer Since

Business Experience

Mark S. Cardone
Age — 47

Julie D’Aloia
Age — 48

Joseph D. Gangemi
Age — 29

Ronald Shapiro
Age - 58

Lori A. Wunder
Age — 46

Iltem 4. Reserved

2001 the Parent
Corporation
2001 the Bank

1999 the Parent
Corporation
1998 the Bank

2008 the Parent
Corporation
2004 the Bank

2008 the Parent
Corporation
2007 the Bank

1998 the Parent
Corporation
1995 the Bank

Vice President of the Parent Corporation and Seviice President
& Branch Administrator of the Bank (2001 — Present)

Vice President of the Parent Corporation (200resent); Secreta
of the Parent Corporation (1998 — Present); Cotpdsacretary of
the Parent Corporation (1998Mgust 2007); Senior Vice Preside
of the Bank (2001 — Present); Secretary of the R48R8 —
Present); Assistant-To-The-President of the B489% — August
2007); Corporate Secretary of the Bank (1998 — Aug007)

Executive Assistant to Chief Executive Officer, éstor Relations
Officer and Corporate Secretary of the Parent Qartpan and the
Bank (June 2008 — Present); Executive Assista@hief Executive
Officer and Investor Relations Officer of the Bgdlnuary 2008 —
June 2008); Executive Assistant to Chief Execu@¥icer of the
Bank (August 2007 — January 2008); Executive Aasisto Chief
Financial Officer of the Bank (August 2005 — AugR607);
Finance Assistant of the Bank (November 2004 — Atg005);
Teller of the Bank (February 2004 — November 2004)

Vice President and Senior Lending Officer of theeRaCorporatio
(July 2008 — Present); Senior Vice President amdosé&ending
Officer of the Bank (July 2008 — Present); Vicedident of the
Bank (October 2007 — July 2008); Director of Len8ervices, The
Schonbraun McCann Group (real estate finance ctimguirm)
(February 2006 — August 2007); and Director and Midntic
Regional Manager of Artesia Mortgage Capital Coation (Augus
2004 — December 2005)

Vice President of the Parent Corporation and Seviice President
of the Bank (1998 — Present); Vice President ofBaek (1997 —
1998); Assistant Vice President of the Bank (199%97); and
Assistant Cashier of the Bank (1995 — 1996)
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PART Il

Item 5. Market for the Registrant’s Common Stock, Related Stockholder Matters and Issuer Purchases &quity
Securities

Security Market Information

The common stock of the Parent Corporation is ttamtethe NASDAQ Global Select Market. The Corpanas symbol is
CNBC. As of December 31, 2009, the Corporation @8l stockholders of record. This does not inclueleefficial owners for
whom CEDE & Company or others act as nominees. €elber 31, 2009, the closing low market bid akedgprice were
$8.92 and $9.07, respectively.

The following table sets forth the high and low piite, and the dividends declared, on a shareeo€orporation’s
common stock for the years ended December 31, 2002008. All amounts are adjusted for prior stgglits and stock
dividends.

Common Stock Price Common Dividends Declared
2009 2008
HighBid  LowBid  HighBid  Low Bid 2009 2008
Fourth Quarter $ 92C $ 7.3¢ $ 101t $ 7.4t $ 0.030C $ 0.090(
Third Quarter 10.1¢ 7.5 10.9¢ 8.44 0.030( 0.090(
Second Quarter 9.1¢ 6.8¢ 10.3¢ 8.4¢ 0.030( 0.090(
First Quarter 8.5C 6.4% 11.32 9.9t 0.090( 0.090(

Total $ 0.180C $ 0.360(

Share Repurchase Program

Historically, repurchases have been made from torieme as, in the opinion of management, markatlitmns warranted,
in the open market or in privately negotiated teenti®ns. Shares repurchased were used for stomledis and other issuances.
As of December 31, 2009, Center Bancorp had 14l mshares of common stock outstanding. As oféeber 31, 2009, the
Parent Corporation had purchased 1,386,863 comhmemes at an average cost per share of $11.44 atotde buyback
programs announced in 2006, 2007 and 2008. No cbpses were made during 2009. The repurchasedsshere recorded as
Treasury Stock, which resulted in a decrease ickbmders’ equity.

Information concerning the stock repurchases ferttinee months ended December 31, 2009 is setlieltiw.

Total Number of Maximum
Shares (or Units) Number of Shares
Purchased as that May Yet Be
Total Number of Average Price Part of Publicly Purchased Under
Shares (or Units) Paid per Share Announced Plans or the Plans or
Period Purchased (or Unit) Programs Programs
October 1, through October 31
2009 —  $ = 1,386,86: 652,86¢
November 1, through Novemb
30, 2009 — — 1,386,86. 652,86t
December 1, through Decemb
31, 2009 — — 1,386,86: 652,86¢
Total — % — 1,386,86: 652,86¢

As noted elsewhere herein, on January 9, 200%®pthe U.S. Department of the Treasury’s TredbAsset Relief
Program (“TARP”), the Parent Corporation entergd am agreement with the U.S. Treasury (the “Stoafchase Agreement”)
pursuant to which (i) the Parent Corporation issared sold, and the U.S. Treasury purchased, 1G6&&s (the “Preferred
Shares”) of the Company’s Fixed Rate Cumulativeo@teral Preferred Stock, Series A, having a liquitiapreference of
$1,000 per share for an aggregate purchase prig&0ofmillion in cash, and (ii) the Parent Corparatissued to the U.S.
Treasury a ten-year warrant (the “Warrant”) to pase up to 173,410 shares of the Parent Corpoigtommon stock at an
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exercise price of $8.65 per share. As a resul@stuccessful completion of the Rights Offerin@ictober 2009, the number of
shares underlying the warrant held by the U.S. Jusawas reduced to 86,705 shares or 50 perceheafriginal 173,410
shares. Until the third anniversary of the issuasfabe Preferred Shares, the consent of the Ur&ashiry will be required for
any increase in the dividends on the Parent Cotipora common stock or for any stock repurchasdessnthe Preferred Shares
have been redeemed in their entirety or the U.8agury has transferred the Preferred Shares tbyhities. See “Dividends”
below for additional restrictions on the paymentividends.

Dividends

Federal laws and regulations contain restrictionghe ability of the Parent Corporation and Uni@nt@r National Bank to
pay dividends. For information regarding restrin®n dividends, see Part I, Item 1, “Business -vidend Limitations” and
Part I, Item 8, “Financial Statements and Suppletawy Data — Dividend Restrictions, Note 17 of Nates to Consolidated
Financial Statements.” Pursuant to the MOU betwéeion Center National Bank and the OCC, the Bani mat declare
dividends without the prior approval of the OCCalifdition, under the terms of the trust preferreclsities issued by Center
Bancorp, Inc. Statutory Trust II, the Parent Cogpion can not pay dividends on its common stot¢kéfCorporation defers
payments on the junior subordinated debentureshwtriavide the cash flow for the payments on thsttpueferred securities.
Further, pursuant to the Stock Purchase AgreerttenBarent Corporation is unable to declare divddesyments on the Parent
Corporation’s common stock (and certain prefertedisif the Parent Corporation issues additionakseof preferred stock) if
the Parent Corporation is in arrears in the payroédividends on the Preferred Shares issued ttJtBe Treasury. Further,
until the third anniversary of the U.S. Treasulipgestment or when all of the Preferred Shares baes redeemed or
transferred, the Parent Corporation is not perchitteincrease the amount of the quarterly castddid above $0.09 per share,
which was the amount of the last regular divideadiared by the Parent Corporation prior to Octdizer2008.
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Stockholders Return Comparison

Set forth below is a line graph presentation comngathe cumulative stockholder return on the Pa@srporation’s
common stock, on a dividend reinvested basis, ag#ie cumulative total returns of the Standardo®®® Composite and the
SNL Mid-Atlantic Bank Index for the period from Jaary 1, 2005 through December 31, 2009.

COMPARE 5-YEAR CUMULATIVE TOTAL RETURN
AMONG CENTER BANCORP INC.,
S&P COMPOSITE AND SNL MID-ATLANTIC BANK INDEX

Total Return Performance

: %\

—aip— Cenier Bancorp, Inc,

Index Value

50 —B— 5&P Composile

—de— SML Mid Atlantic Bank

12031 /04 123105 TG 106 125107 1221008 123109

FJ
-

Assumes $100 invested on January 1, 2005
Assumes dividends reinvested
Year ended December 31, 2009

COMPARISON OF CUMULATIVE TOTAL RETURN OF ONE OR MOR E
COMPANIES, PEER GROUPS, INDUSTRY INDEXES AND/OR BROAD MARKETS

Fiscal Year Ending

Company/Index/Market 12/31/2004  12/31/2005  12/31/2006  12/31/2007  12/31/2008  12/31/2009
Center Bancorp, Inc. 100.C 90.t 134.: 101.1 77.€ 87.c
S&P Composite 100.C 105.7 121.¢ 128.5 81.: 109.¢
SNL Mid-Atlantic Bank Index 100.C 101.¢ 122.1 92.4 50.¢ 53.€
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Item 6. Selected Financial Data

SUMMARY OF SELECTED STATISTICAL INFORMATION AND FIN  ANCIAL DATA

Years Ended December 31,

Summary of Income
Interest income
Interest expense
Net interest income
Provision for loan losses
Net interest income after provision for loan loss:
Other income
Other expense
Income before income tax expense
Income tax expense (benefit)

Net income
Net income available to common stockholders

Statement of Financial Condition Data
Investments
Total loans
Goodwill and other intangibles
Total assets
Deposits
Borrowings
Stockholders’ equity
Dividends
Cash dividends
Dividend payout ratio
Cash Dividends Per Shardl)
Cash dividends
Earnings Per Share(®)
Basic
Diluted

Weighted Average Common Shares Outstandin(g})

Basic
Diluted
Operating Ratios
Return on average assets
Average stockholders’ equity to average assets
Return on average stockholders’ equity
Return on average tangible stockholders’ eq@?[y

Book Value

Book value per common shafd

2009
(Restated) 2008 2007 2006 2005
(Dollars in Thousands, Except per Share Data)

$ 51,11 $ 49,89 $ 52,12¢ $ 53,32t % 50,50:
22,64¢ 24,09t 30,63( 28,97¢ 23,29¢
28,46¢ 25,79¢ 21,49¢ 24,35 27,20
4,597 1,561 35C 57 —
23,86¢ 24,23¢ 21,14¢ 24,29 27,20
3,90¢ 2,644 4,372 633 3,83¢
23,05 19,47: 24,59¢ 24,35¢ 22,21
4,717 7,40¢ 928 56¢ 8,83(
94¢€ 1,567 (2,939 (3,329 1,18¢
$ 3,771  $ 584: $ 3,85¢ $ 3,89¢ $ 7,64¢
$ 3,20¢ % 584: % 3,85¢ % 3,89¢ §$ 7,64¢
$ 298,120 $ 242,71« $ 314,19+ $ 381,73 $ 517,73(
719,60¢ 676,20: 551,66¢ 550,41 505,82¢
17,02¢ 17,11( 17,20¢ 17,31 17,431
1,195,48:i 1,023,29: 1,017,64! 1,051,38- 1,114,82!
813,70¢ 659,53° 699,07( 726,77: 700,60:
269,25: 268,44( 218,10¢ 206,43¢ 293,96:
101,74¢ 81,71: 85,27¢ 97,61: 99,48¢
$ 2,43¢  $ 4,678 $ 488t $ 4,80¢ $ 4,51¢

75.97% 80.02% 126.6% 123.3"% 59.0%
$ 0.1¢ $ 03€ $ 03€ $ 034 $ 0.34
$ 024 $ 04t % 028 $ 028 $ 0.6C
$ 024 % 0.4t $ 028 % 0.2¢ % 0.6C
13,382,61 13,048,51 13,780,50 13,959,68 12,678,61
13,385,41 13,061,41 13,840,75 14,040,33 12,725,25

0.31% 0.58% 0.3&% 0.3% 0.6%%

7.6€% 8.2&% 9.32% 9.21% 7.7<%

4.02% 7.05% 4.0<% 4.08% 8.91%

4.91% 8.8€% 5.0(% 4.92% 10.3%%
$ 63z $ 6.2¢ $ 6.4¢ $ 7.0z $ 7.0t



Non-Financial Information
Common stockholders of record 60%E 64C 67¢ 717 767
Full-time equivalent staff 16C 16C 172 214 20z

Notes to Selected Financial Data

(1) All common share and per common share amowaus heen adjusted for prior stock splits and stbeklends.

27




TABLE OF CONTENTS

(2) Tangible book value per common share, whicni®n-GAAP financial measure, is computed by digdstockholders’
equity less preferred stock, goodwill and otheamgfible assets by common shares outstanding. Tlbevfiog table provides
certain related reconciliations between Generatigepted Accounting Principles (“GAAP”)measures ¢ktwlders’ equity
and book value per common share) and the relateda#0AP financial measures (tangible stockholdeegliy and tangible
book value per common share):

Years Ended December 31,

2009
(Restated) 2008 2007 2006 2005
(Dollars in Thousands, Except per Share Data)
Common shares outstanding 14,572,02 12,991,31 13,155,78 13,910,45 14,103,20
Stockholders’ equity $ 101,74¢ $ 81,71: $ 85,27¢ $ 97,61 $ 99,48¢
Less: Preferred Stock 9,61¢ — — — —
Less: Goodwill and other intangible assets 17,02¢ 17,11(C 17,20 17,31: 17,437
Tangible Stockholders’ Equity $ 7510 $ 6460 $ 68074 % 80,301 $ 8205
Book value per common share $ 6.3z $ 6.2¢ $ 6.4¢ $ 7.0z $ 7.0t
Less: Goodwill and other intangible assets 1.17 1.32 1.31 1.2F iL.2E
Tangible Book Value per Common Share $ 5.1t $ 497 $ 517 $ 577 $ 5.82

All per common share amounts reflect all prior kteplits and dividends.

Return on average tangible stockholders’ equityictvis a non-GAAP financial measure, is computediividing net
income by average stockholders’ equity less avegagewill and average other intangible assets.fohewing table
reflects a reconciliation between average stocldrslicequity and average tangible stockholders’tgcand a reconciliation
between return on stockholders’ equity and retureerage tangible stockholders’ equity.

Years Ended December, 31

2009
(Restated) 2008 2007 2006 2005
(Dollars in Thousands)

Net income $ 3,771 $ 5,847 $ 3,85¢ $ 3,89¢ $ 7,64¢€
Average stockholders’ equity $93,85( $ 83,120 $ 94,34t $ 96,50t $ 85,77
Less: Average goodwill and other intangible

assets 17,06¢ 17,15¢ 17,25¢ 17,37¢ 11,81«
Average Tangible Stockholders’ Equity $76,78! $ 65,96¢ $ 77,08¢ $79,12] $ 73,95¢
Return on average stockholders’ equity 4.02% 7.0&% 4.0%% 4.04% 8.91%
Add: Average goodwill and other intangible

assets 0.8¢ 1.8 0.91 0.8¢ 142
Return on Average Tangible Stockholders’

Equity 4.91% 8.8€% 5.0(% 4.92% 10.3%

The Corporation believes that in comparing finahicigtitutions, investors desire to analyze tangitiockholders’ equity
rather than stockholders’ equity, as they discoliatsignificance of goodwill and other intangibisets.

(3) The Corporation completed the acquisition ofl Rk Bank as of the close of business on May @052The acquisition
was accounted for as a purchase and the excessverghe fair value of net assets acquired (“gdththvin the transaction
was $14.7 million. The Corporation also recordex@ deposit intangible of $702,617 in connectidgth the acquisition.
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Iltem 7. Management’s Discussion and Analysis (“MD&A) of Financial Condition and Results of Operations

The purpose of this analysis is to provide the eeadth information relevant to understanding asgessing the
Corporation’s results of operations for each offihst three years and financial condition for eafdie past two years. In order
to fully appreciate this analysis, the reader isoemaged to review the consolidated financial stetets and accompanying
notes thereto appearing under Item 8 of this repod statistical data presented in this document.

Cautionary Statement Concerning Forward-Looking $¢aents

See Item 1 of this Annual Report on Form 10-K fdormation regarding forward-looking statements.

Critical Accounting Policies and Estimates

The accounting and reporting policies followed by Corporation conform, in all material respeadJtS. GAAP. In
preparing the consolidated financial statementsiagament has made estimates, judgments and assomitat affect the
reported amounts of assets and liabilities asefitites of the consolidated statements of conditimhresults of operations for
the periods indicated. Actual results could difgmnificantly from those estimates.

The Corporation’s accounting policies are fundamletat understanding this MD&A. The most significagicounting
policies followed by the Corporation are preseriteNote 1 of the Notes to Consolidated Financiat&nents. The Corporation
has identified its policies on the allowance fardosses, other than temporary impairment of ggsirincome tax liabilities
and goodwill and other identifiable intangible dsge be critical because management must makectiug and/or complex
judgments about matters that are inherently uniceatad could be most subject to revision as nearinftion becomes
available. Additional information on these policen be found in Note 1 of the Notes to Consolidi&ti@ancial Statements.

Allowance for Loan Losses and Related Provision

The allowance for loan losses represents manag&mestimate of probable loan losses inherent indha portfolio.
Determining the amount of the allowance for loassks is considered a critical accounting estimatalse it requires
significant judgment and the use of estimatesedl& the amount and timing of expected future d@s¥s on impaired loans,
estimated losses on pools of homogeneous loand baseistorical loss experience, and consideraifaurrent economic
trends and conditions, all of which may be susbépto significant change. The loan portfolio alepresents the largest asset
type on the Corporation’s Consolidated Statemeh@oadition.

The evaluation of the adequacy of the allowancédan losses includes, among other factors, arysisabdf historical loss
rates by loan category applied to current loangotdéowever, actual loan losses may be higherwetdhan historical trends,
which vary. Actual losses on specified problem Kyamhich also are provided for in the evaluatioaymary from estimated
loss percentages, which are established basedaulimited number of potential loss classifications.

The allowance for loan losses is established tHr@ugrovision for loan losses charged to expensmadement believes
that the current allowance for loan losses wilbbequate to absorb loan losses on existing loatsrty become uncollectible
based on the evaluation of known and inherent iiskise loan portfolio. The evaluation takes intmsideration such factors as
changes in the nature and size of the portfolieral portfolio quality, and specific problem loaausd current economic
conditions which may affect the borrowers’ abilitypay. The evaluation also details historical éssy loan category and the
resulting loan loss rates which are projected forent loan total amounts. Loss estimates for $igelgproblem loans are also
detailed. All of the factors considered in the gei of the adequacy of the allowance for loandessay be subject to change.
To the extent actual outcomes differ from managerastimates, additional provisions for loan lossey be required that
could materially adversely impact earnings in fatperiods. Additional information can be found iat&l1 of the Notes to
Consolidated Financial Statements.
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Other-Than-Temporary Impairment of Securities

Securities are evaluated on at least a quartedisband more frequently when market conditiongavdrsuch an
evaluation, to determine whether a decline in thelue is other-than-temporary. FASB ASC 320-1Qif®&viously FAS 115-2
and FAS 124-2, “Recognition and Presentation oe®ihan- Temporary Investments”), clarifies thesattion of the factors
that should be considered when determining whegtdabt security is other-than-temporarily impaifeadr debt securities,
management must assess whether (a) it has the¢ iatsell the security and (b) it is more likehathnot that it will be required
to sell the security prior to its anticipated reegn These steps are done before assessing wite¢hentity will recover the cost
basis of the investment. Previously, this assessregnired management to assert it has both tleatisind the ability to hold a
security for a period of time sufficient to alloarfanticipated recovery in fair value to avoid rgeizing an other-than-
temporary impairment. This change does not affexinieed to forecast recovery of the value of teardy through either cash
flows or market price.

In instances when a determination is made thattzer-dhan-temporary impairment exists but the itaedoes not intend to
sell the debt security and it is not more likelgiimot that it will be required to sell the debdwsity prior to its anticipated
recovery, FASB ASC 320-10-65 changes the presentatid amount of the other-than-temporary impaitmecognized in the
income statement. The other-than-temporary impaitrseseparated into (a) the amount of the tofa¢ethan-temporary
impairment related to a decrease in cash flowsaggddo be collected from the debt security (theglitdoss) and (b) the
amount of the total other-than-temporary impairnretdted to all other factors. The amount of thaltother-than-temporary
impairment related to the credit loss is recognipegiarnings. The amount of the total other-thangerary impairment related
to all other factors is recognized in other compredive income. Impairment charges on certain imvest securities of
approximately $4.2 million were recognized in eags during the year ended December 31, 2009, régplgc Of this amount,
$3.4 million related to charges taken on two podtadt preferred securities owned by the Corponatki88,000 related to
three private label collateralized mortgage oblayst, $140,000 on its Lehman bond holding and $XiBpn an equity
holding. Additionally, the Corporation recorded 268,000 charge related to a court order for thadigtion of the Reserve
Primary Fund. It is expected that 99 percent ofdFassets will be returned to the Corporation. Thep@ration’s approach to
determining whether or not other-than-temporaryainpent exists for any of these investments wasistent with the
accounting guidance in effect at that time. Fonjtkar ended December 31, 2009, the Corporationgpilyrrelied upon the
guidance in FASB ASC 320-10-65 (previously FAS P1&nd 124-2), FASB ASC 820-10-65 (previously FASESFL57-4)
and FASB ASC 310-10-35 (previously FAS 114). Aditiil information can be found in Note 4 of the Naie Consolidated
Financial Statements.

Impairment charges on certain investment secuidfiepproximately $1.8 million were recognized dgrthe year ended
December 31, 2008. As a result of the bankruptdyetdiman Brothers in September 2008, the Corporaticurred an
impairment charge of $1.2 million in its investmeseturities portfolio during the third quarter @3 and an additional
$100,000 during the fourth quarter of 2008. Thesages were based on the Corporation’s expectatiBecember 31, 2008 of
what the Corporation believed it would receive frira Lehman bankruptcy proceedings as opposed attempted sale into an
illiguid market. Additionally, the Corporation remted impairment charges of $461,000 relating tedrequity security
holdings. This determination was made after ceraints during 2008 relating to the financial ctindiof the issuers caused
concern that recovery of the carrying value wowdtdatcur in the near term. As such, it was deenpgdagriate to mark each
applicable security down to fair value. The Corpiords approach to determining whether or not oti@n-temporary
impairment exists for any of these investments gmssistent with the accounting guidance in efféthat time. For the year
ended December 31, 2008, the Corporation primegligd upon the guidance in FASB ASC 320-10-35\joasly FSP FAS
115-1 and 124-1), FASB ASC 820-10-35 (previoushySIBAFAS 157-3) and FASB ASC 325-40 (previously EB-20). No
impairment charges were recognized during the geded December 31, 2007.
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Income Taxes

The objectives of accounting for income taxes anetognize the amount of taxes payable or refuedabthe current year
and deferred tax liabilities and assets for tharitax consequences of events that have beennigedgn an entity’s financial
statements or tax returns. Judgment is requiredsessing the future tax consequences of evemtsabha been recognized in
the Corporation’s consolidated financial statementsx returns.

Fluctuations in the actual outcome of these futaxeconsequences could impact the Corporation’sadafated financial
condition or results of operations. Notes 1 anafithe Notes to Consolidated Financial Statemerdisidle additional
discussion on the accounting for income taxes.

Goodwiill

The Corporation adopted the provisions of FASB AZ50-10-05 (previously SFAS No. 142, “Goodwill anthér
Intangible Assets”), which requires that goodwal ieported separate from other intangible asseateiConsolidated
Statements of Condition and not be amortized mietefor impairment annually or more frequentlinipairment indicators
arise for impairment. No impairment charge was degenmecessary for the years ended December 31,82@D2008.

Fair Value of Investment Securities

In October 2008, the FASB issued FASB ASC 820-1@p88viously FASB Staff Position 157-3, “Determigithe Fair
Value of a Financial Asset When The Market for TAaset Is Not Active”), to clarify the applicatiarf the provisions of FASB
ASC 820-10-05 in an inactive market and how antemtould determine fair value in an inactive markeASB ASC 820-10-35
was applied to the Corporation’s December 31, 2@8olidated financial statements. Changes in trpd@ation’s
methodology occurred for the quarter ended Jun2@®9 as new accounting guidance was releasedrihdif2009 with
mandatory adoption required in the second quartes.Corporation relied upon the guidance in FASBCAR20-10-65
(previously FASB FAS 157-4) when determining faalwe for the Corporation’s pooled trust preferredusities and private
issue corporate bond. See Note 18 of the Notests@idated Financial Statemerfgir Value Measurements and Fair Value
of Financial Instrumentsfor further discussion.

Introduction

The following introduction to Management’s Discussand Analysis highlights the principal factoratthontributed to the
Corporation’s earnings performance in 2009.

The year 2009 was a challenging one for the banikidgstry and for the Corporation. The current gldimancial crisis and
difficult economic climate has created challengertancial institutions both domestically and amtolnterest rates in 2009
were reflective of significantly lower short-termtérest rates in an effort to stimulate the econa@ompetition for deposits in
the Corporation’s marketplace remained intenseeadulstomers’ preference in seeking safety throuiDIC insured
products and more liquidity became paramount intlaf the financial crisis. Market conditions remed volatile during 2009,
related to global instability in the markets in nention with the sub-prime crises. While we congito see an improvement in
balance sheet strength and core earnings perfoamacare still concerned with the credit stabitifghe broader markets. As
a result, the Federal Reserve kept overnight bangwates at zero to 25 basis points throughoutthese of 2009. Short-term
interest rates remained lower than longer ternsnasulting in an improved steepening of the y@idse. This resulted in an
expansion of the Corporation’s net interest incowlgch is the Corporation’s primary source of in@rfihe Corporation also
took action throughout the year to reduce furthxgrosure to interest rates through a reductionghdri cost funding and non-
core balances in the deposit mix and improvemetitérearning asset mix. The Corporation’s continuedjress in growing
and improving its balance sheet earning asset asxhielped to expand its spread and margin. Wedriteoontinue to use a
portion of the proceeds of maturing investmentseip fund new loan growth.

The Corporation’s net income in 2009 was $3.8 onillor $0.24 per fully diluted common share, comgaréh net income
of $5.8 million or $0.45 per fully diluted commohase in 2008. A substantial portion of our earnimy8009 and 2008 was
from core operations.
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Earnings for 2009 were positively impacted by métiiest income and spread expansion through bddhdemsheet
improvements and a lower cost of funds as welleseacurities gains as compared to net securitsses in 2008. These
improvements were more than offset by higher l@as brovisions as well as substantially higher FDKTirance, higher other
real estate owned expenses and higher pensionsxp@ther expense for the twelve months ended Deee8i, 2009 totaled
$23.1 million, an increase of $3.6 million, or 1®drcent, from the twelve-months ended Decembe2@18 due principally to
the above mentioned items.

Higher operating expenses during the twelve moetiofd resulted primarily from increases in salagad employee
benefits, FDIC insurance and OREO expense, offispait by a decrease in net occupancy expensesigaeand equipment
and marketing expenses. The Corporation previcusiypunced a strategic outsourcing agreement wsgr¥io provide core
account processing services, which is consistetfit e Corporation’s other strategic initiativestoeamline operations, reduce
operating overhead and allow the Corporation ta$azn core competencies of customer service ardliptalevelopment. This
coupled with previously initiated cost reductiomaqs are intended to improve operating efficiendiesjness and technical
operations. The core processing transition waswuongated during the fourth quarter of 2009. Addiithyy the consolidation
of the Corporation’s branch office on 392 Sprinlgfidvenue in Summit, New Jersey during the firsaqer of 2009 into its
new office on 545 Morris Avenue in Summit, New &grsesulted in improved efficiency and increasest@mer service.

For the twelve months ended December 31, 2009,dalaries and benefits increased by $1.4 mill@rl 6.6 percent to
$9.9 million. The increase in expense was primatilg to a $755,000 benefit recognized in 2008ingab the termination of
two benefit plans coupled with increased pensigrease in 2009 due to both lower asset valuatiodgtemexpected rate of
return on the Corporation’s defined pension planmiciv was frozen back in 2007.

The increased tax rate resulted in part from chaungéhe Corporation’s business entity structunérdu2007 and into 2008
coupled with a higher proportion of taxable incomeesus tax-exempt income in 2009.

Total non-interest income increased as a percemtfigeal revenue, which is the sum of interesbme and non-interest
income, in 2009 largely due to $491,000 in net s&ea gains as compared to $1.1 million in neusities losses in 2008. For
the twelve months ended December 31, 2009, tdtalrahcome increased $1.3 million as compared thichtwelve months
ended December 31, 2008, from $2.6 million to $8ifion. Excluding net securities gains and losisethe respective periods,
the Corporation recorded total other income of $8ilion in the twelve months ended December 3D2@ompared to $3.8
million in the twelve months ended December 31,808presenting a decrease of $335,000 or 8.9 peiTeis decrease was
primarily attributable to a $180,000 decrease imise charges, commissions and fees as well asrlother income, resulting
primarily from lower letters of credit fee incomedtitle insurance income.

Total assets at December 31, 2009 were $1.196miltin increase of 16.8 percent from assets 0281bdlion at December
31, 2008. The increase in assets reflects the growdur loan and investment securities portfoiesvell as a higher level of
uninvested excess cash, which reflects inflowsoie cavings deposits and Certificates of Depositoot Registry Service
(CDARS) Reciprocal deposits, as customers desiredi@ty and liquidity became paramount in lightted financial crisis. The
Corporation has made a concerted effort to redocecore balances and, accordingly, its uninvesasth position was reduced
by an average of $35 million during the fourth deaof 2009. Additionally, there has been a corszkeffort to reduce higher
costing retail deposits.

Loan growth remained strong in 2009, spurred byriass development efforts. Overall, the portfoliewg year over year by
approximately $70.0 million on average or an 1k&pnt increase from 2008. Strong demand for comiaieeal estate loans
prevailed throughout the year in the Corporationarket in New Jersey, despite the economic climat®th the state and
national levels and market turmoil from the subvimarkets. The Corporation is encouraged by teagth of loan demand
and positive momentum gained this past year in grgwhat segment of earning assets. However, thipdZation continues to
remain concerned with the credit stability of thedzler markets due to the weakened economic climate
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Asset quality continues to remain relatively higid&redit culture conservative. Even so, the dtglaf the economy and
credit markets remains uncertain and as such, ddshimpact on certain credits within our portiolrhe Corporation
continued to make provisions to the allowance danllosses as efforts are made to stabilize cyediity issues. At December
31, 2009, non-performing assets totaled $11.3onilir 0.94 percent of total assets, as compardd$its million or 0.45
percent at December 31, 2008. The increase in rdiofming loans from December 31, 2008 was primaitributable to the
addition of four large commercial loans. In Mard2609, one commercial real estate constructiofept@f industrial
warehouses was downgraded to non-accrual statish wias a participation loan with another New Jgtsank. In December
of 2009, the Corporation took steps to terminai plarticipation agreement, as the participatiotieginon December 31, 2009.
The Corporation has filed suit for the return o thutstanding principal, but continues to incluaie toan in non-accrual status.
Other Real Estate Owned (“OREOQ”) decreased by #@lbn due solely to the sale of a residential @ominium construction
project in Union County, New Jersey during thedlguarter of 2009.

At December 31, 2009, the total allowance for llzmses amounted to approximately $8.7 million,.@1 Ipercent of total
loans. The allowance for loan losses as a perdental non-performing loans amounted to 72.2 pere¢ December 31, 2009
and 919.7 percent at December 31, 2008. This deeiieahe ratio from December 31, 2008 to DecerBlheP009 was due to
the previously mentioned increase in non-perfornhirgs.

Deposit growth was strong in 2009, reflective oftomers’ desire for safety and liquidity and flightquality in light of the
financial crisis. At December 31, 2009, total defsofr the Corporation were $813.7 million. Nori@rest-bearing core
deposits, a low cost source of funding, continueg@ key funding source. At December 31, 2008,gburce of funding
amounted to $130.5 million or 12.0 percent of tftalding sources and 16.0 percent of total deposits

Certificates of deposit $100,000 and greater irsrddo 17.8 percent of total deposits at Decembg?@09 from 15.2
percent one year earlier. With the current turritothe financial markets, some of the Corporatiatépositors have become
sensitive to obtaining full FDIC insurance for thié#ne deposits. To accommodate its customersCtrporation began offering
Certificates of Deposit Account Registry Servic®@RS) in 2008. As a result of that offering and temporary increase in
insurance coverage by the FDIC to $250,000, the@@ation reported an increase of $44.3 millionentificates of deposit
greater than $100,000 at December 31, 2009 as cethpmyear-end 2008.

Total stockholders’ equity increased 24.5 percesrhf2008 to $101.7 million, and represented 8.5ty of total assets at
year-end. Book value per common share (total comstackholders’ equity divided by the number of glsaoutstanding)
increased to $6.32 as compared with $6.29 a yearpagnarily as a result of the $11 million capitaise from the
Corporation’s rights offering consummated in Octo®@09. Tangible book value per common share (whidtudes goodwill
and other intangibles from common stockholdersitggjincreased to $5.15 from $4.97 a year ago;l&s® 6 of this Annual
Report on Form 10-K for a reconciliation of tangilblook value (which is a non-GAAP financial meaytweook value.
Return on average stockholders’ equity for the yemted December 31, 2009 was 4.02 percent compmi®d3 percent for
2008. This decrease was attributable to lower egmin 2009 compared with 2008 coupled with higherage equity due
primarily to both the capital raised from the rigloffering and capital received under the U.S. SueaCapital Purchase
Program. The Tier | Leverage Capital ratio increase?.73 percent at December 31, 2009, as compéted.71 percent at
December 31, 2008.

The Corporation’s capital base includes $11 miliiocapital raised from the rights offering as wadl$10 million of capital
received from the U.S. Treasury under the Capitatifase Program. It also includes $5.2 millionuib@dinated debentures at
December 31, 2009 and December 31, 2008. Thisnissuaf $5.0 million in floating rate MMCapS(SM) Seities occurred on
December 19, 2003. These securities presentlynaheded as a component of Tier | Capital for retpriacapital purposes. In
accordance with FASB Interpretation No. 46, thesmisties are classified as subordinated debenturgékse Consolidated
Statements of Condition.
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The Corporation’s risk-based capital ratios at Deloer 31, 2009 were 11.43 percent for Tier | Rislsé&hCapital and 12.44
percent for Total Risk-Based Capital. Tier | Calpitareased to approximately $98.5 million at Debem31, 2009 from $78.2
million at December 31, 2008. The increase in Ti@apital primarily reflects the new capital recaivduring 2009.

The Corporation announced an increase in its cormstamk buyback program on September 28, 2007 amel 26, 2008,
under which the Parent Corporation was authoriagzlitchase up to 2,039,731 shares of Center Bascaufstanding common
stock. As of December 31, 2009, the Corporationreadrchased 1,386,863 shares under the programaterage cost of
$11.44 per share. Repurchases are now restrictsdgnt to the Parent Corporation’s participatiomARP and as such, there
were no repurchases during 2009. See Item 5 ofAthimial Report on Form 10K.

The following sections discuss the Corporation’sites of Operations, Asset and Liability Managemeiguidity and
Capital Resources.

Results of Operations

Net income for the year ended December 31, 200982 1,000 as compared to $5,842,000 earned i 200
$3,856,000 earned in 2007, a decrease of 35.5mdroen 2008 to 2009. Basic and fully diluted eags per common share
were $0.24 per share in 2009 as compared with $§fedShare in 2008 and $0.28 per share in 200&ohtimon share and per
share information for all periods presented hawenlyetroactively restated for common stock splid @éommon stock
dividends distributed to common stockholders duthegperiods presented.

For the year ended December 31, 2009, the Corpatatieturn on average stockholders’ equity (“RO&8s 4.02 percent
and its return on average assets (“ROA”) was 0e8tgnt. The Corporation’s return on average taegtbckholders’ equity
(“ROATE") was 4.91 percent for 2009. The comparablios for the year ended December 31, 2008, REE of 7.03
percent, ROA of 0.58 percent, and ROATE of 8.8&@et. See the discussion and reconciliation of RBAWhich is a non-
GAAP financial measure, under Item 6 of this AnnRaport on Form 10-K.

Earnings for 2009 were negatively impacted by aneiase in other expense, due primarily to a highavision for loan
losses coupled with increases in FDIC insurancesipa and OREO expense, offset in part by an ingm@nt in net interest
income, due primarily to a lower cost of funds, &igher other income, due to net securities gair009 as compared to
losses in 2008.
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Net Interest Income

The following table presents the components ofmtetest income on a tax-equivalent basis for t three years.

2009 2008 2007
Increase Increase Increase
(Decrease (Decrease Percentage (Decrease
from Prior Percentage from Prior from Prior Percentage
Amount Year Change Amount Year Change  Amount Year Change

(Dollars in Thousands)
Interest income:
Investments $14,22¢ $ (179 (1.2¢) $14,40% $(4,850 (25.19 $19,25°¢ $(3,21f) (14.3))
Loans, including fees 36,751 641 1.7¢ 36,11 2,58: 7.7C 33,527 1,52¢ 4.7¢

Federal funds sold and securit
purchased under agreemen

to resell 0 (113 (100.00) 117 (491) (81.29 604 57  10.4:
Restricted investment in bank

stocks 642 49 8.2t 594 45 8.2( 54¢ 42 8.2¢
Total interest income 51,62( 39¢ 0.7¢ 51,22. (2,719 (5.09 53,93 (1,589  (2.86)
Interest expense:

Deposits 12,30¢ (979 (7.37) 13,287 (7,54¢ (36.279) 20,83t  2,83( 15.72

Borrowings 10,33: (471) (4.3 10,80¢  1,01¢ 10.3¢ 9,79t (1,179 (10.70
Total interest expense 22,64 (1,450 (6.02) 24,098 (6,535 (21.39) 30,63( 1,65¢ 5.72
Net interest income on a fully t-

equivalent basis 28,97F  1,84¢ 6.81 27,127 3,827 16.4C 23,30¢ (3,249 (12.29)
Tax-equivalent adjustment (510 81¢ (61.60) (1,329 47¢  (26.47)  (1,80¢) 392 (17.8Y)
Net interest incom $28,46f $ 2,66¢ 10.3¢  $25,79¢ $4,30(C 20.0C $21,49¢ $(2,857) (11.7))

Note: The tax-equivalent adjustment was computesadban an assumed statutory Federal income tanfr@percent.
Adjustments were made for interest earned on tasradged instruments.

Historically, the most significant component of tBerporation’s earnings has been net interest imgavhich is the
difference between the interest earned on theglimrtbf earning assets (principally loans and inresits) and the interest paid
for deposits and borrowings, which support thesetas There were several factors that affectethterest income during
2009, including the volume, pricing, mix and matynf interest-earning assets and interest-bedidbgities and interest rate
fluctuations.

Net interest income is directly affected by chanigese volume and mix of interest-earning assetsiaterest-bearing
liabilities, which support those assets, as wetilenges in the rates earned and paid. Net intei@ahe is presented in this
financial review on a tax equivalent basis by atiligstax-exempt income (primarily interest earnedvarious obligations of
state and political subdivisions) by the amounihebme tax which would have been paid had the sigsn invested in taxable
issues, and then in accordance with the Corporatmmmsolidated financial statements. Accordinghg net interest income
data presented in this financial review differ frtme Corporation’s net interest income componehthe Consolidated
Financial Statements presented elsewhere in thigtre

Net interest income, on a fully tax-equivalent ba&ir the year ended December 31, 2009 increak&dndillion, or 6.8
percent, to $29.0 million, from $27.1 million fo@8. The Corporation’s net interest margin decreéddebasis points to 2.85
percent from 2.96 percent. From 2007 to 2008, mtetést income on a tax equivalent basis increbge&8.8 million and the
net interest margin increased by 44 basis poinis.n@t interest margin has been adversely impdntetie high level of
uninvested cash, which accumulated due to theguleposit growth experienced throughout 2009.

The change in net interest income from 2008 to 2089 attributable in part to the reduction in stiertn interest rates that
occurred in 2008 and have remained at historiclémels throughout 2009 coupled with a sustaineegring of the interest
rate yield curve. Steps were taken during 2009narove the
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Corporation’s net interest margin by continuindawer rates in concert with the decline in markentchmark rates. However,
in light of the financial crisis, the Corporatiorperienced significant growth during 2009 in coagiags deposits and CDARS
Reciprocal deposits, as customers’ desire for paified liquidity became paramount in light of theéstment concerns. During
the fourth quarter of 2009, a concerted effort wasle to reduce non-core, single service depositsaecordingly its
uninvested cash position, which had an adversedigpathe Corporation’s net interest margin du20§9. However, during
the twelve months ended December 31, 2009, thedZatipn’s net interest spread improved by 21 basists as a 52 basis
point decrease in the average yield on interestigguassets was more than offset by a 73 basi¢ gearease in the average
interest rates paid on interest-bearing liabilities

For the year ended December 31, 2009, averagesttearning assets increased by $102.4 millior1 1018 billion, as
compared with the year ended December 31, 20082008 change in average interest-earning asseteolvas primarily due
to increased loan and investment volume, whichisistent with the balance sheet strategies ofgihgrand improving the
mix of average earning assets. Increased average/tdume in 2009 was funded primarily by deposivgh. Average interest-
bearing liabilities increased by $193.9 milliongdorimarily to increases in core savings deposits @DARS Reciprocal
deposits.

For the year ended December 31, 2008, averagesttearning assets decreased by $8.8 million t8.8%tillion, as
compared with the year ended December 31, 20072068 change in average interest-earning assetneoivas primarily due
to decreased volumes of investment securities @udrl short-term investments offset in part by iasel loan volume.

The factors underlying the year-to-year changeeirinterest income are reflected in the tableseried on page3b and
37, each of which have been presented on a tax-dguiMaasis (assuming a 34 percent tax rate). Tile tan page89
(Average Statements of Condition with Interest Andrage Rates) shows the Corporation’s consolidatedage balance of
assets, liabilities and stockholders’ equity, thant of income produced from interest-earning sssed the amount of
expense incurred from interest-bearing liabiliti@sd net interest income as a percentage of avarsgest-earning assets.

Net Interest Margin

The following table quantifies the impact on neenest income (on a tax-equivalent basis) resuftiogn changes in
average balances and average rates over the pesty#ars. Any change in interest income or expattgbutable to both
changes in volume and changes in rate has beeratdtbin proportion to the relationship of the dbtsodollar amount of
change in each category.
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Analysis of Variance in Net Interest Income Due t&/olume and Rates

2009/2008 2008/2007
Increase (Decrease) Increase (Decrease)
Due to Change in: Due to Change in:
Average Average Net Average Average Net
Volume Rate Change Volume Rate Change

(Dollars in Thousands)
Interest-earning assets:

Investment securities:

Taxable $3,55:  $(1,359 $2,19¢ $(2,835H) $ (364 $(3,199
Non-Taxable (2,467 86  (2,37) (1,57) (749 (1,65))
Loans, net of unearned discount 3,864 (3,227%) 641 4,807 (2,229 2,58¢
Federal funds sold and securities

purchased under agreements to re: (56) (57) (119 (299 (297) (49))
Restricted investment in bank stocks 25 24 49 14E (200) 45
Total interest-earning assets 4,92: (4,52%) 39¢ 24¢€ (2,959 (2,719
Interest-bearing liabilities:
Money market deposits (545) (1,29¢) (1,847 332 (3,43)) (3,099
Savings deposits 1,01% 483 1,50¢ (53 (149 (67)
Time deposits 3,64¢ (3,050 59¢ (410 (2,270 (2,580
Other interest-bearing deposits 204 (1,439 (1,239 (1,039 (763) (1,8072)
Borrowings and subordinated debent (463) (8 477 2,65¢ (1,647 1,01z
Total interest-bearing liabilities 3,861 (5,31)) (1,450 1,48¢ (8,019 (6,53%)
Change in net interest income $106: $ 78 $1,84¢ $(1,23f) $506( $ 3,827

Interest income on a fully tax-equivalent basistfa year ended December 31, 2009 increased byxipmtely $398,000
or 0.8 percent as compared with the year endedteee31, 2008. This increase was due primarilynttharease in balances
of the Corporation’s loan and investment securjiegfolios offset in part by a decline in rateeda the actions taken by the
Federal Reserve to lower market interest rates.Cldrporation’s loan portfolio increased on averd@é.1 million to $692.6
million from $622.5 million in 2008, primarily dran by growth in commercial loans and commercidl estate.

The loan portfolio represented approximately 6&fxpnt of the Corporation’s interest-earning as&etaverage) during
both 2009 and 2008. Average investment securitieeased during 2009 by $36.0 million comparedo@32as the Corporation
has continued to reduce its concentration in tae@et securities and focused on purchases of laslebased mortgage backed
securities. The average yield on interest-earngsgts decreased from 5.59 percent in 2008 to ®@&#2pt in 2009. The volume
of Federal Funds sold and securities purchased @agsieement to resell decreased by $4.0 millioav@rage as compared with
2008.

The increase in the volume of loans in 2009 prilpaeflected increases in commercial and commereial estate loans.
The increase in the average volume of total intezaming assets created an increase in interasiia of $4.9 million, as
compared with a decline of $4.5 million attribuald rate decreases in most interest-earning assets

Interest income (fully tax-equivalent) decreasedsBy7 million from 2007 to 2008 primarily due talecline in yield offset
in part by an increase in loan volume. The decr@aagerage yield on total interest-earning assetated a $3.0 million
reduction to interest income as compared with drimrtion of $0.2 million attributable to volumedreases, principally loans.

The Federal Open Market Committee (“FOMC") kept Eregleral Funds target rate at zero to 0.25 pethemighout 2009.
This action by the FOMC allowed the Corporatiomeduce liability costs throughout 2009.
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Interest expense for the year ended December 88,2@s principally impacted by rate related factdiee rate related
changes reflected decreased expense on most iFbering deposits and borrowings in 2009 coupléd s decline in average
volume of money market deposits and borrowingsrmdpu009. For the year ended December 31, 2009e8itexpense
decreased $1.5 million or 6.0 percent as compaitd2008. During 2009, the Corporation continuedbtwer rates in concert
with the decline in market benchmark rates. Thaltegas an improvement in the Corporation’s coduoids and net interest
spread. Average interest-bearing liabilities ineezh$193.9 million, primarily in CDARS Reciprocapbsits, our Max Plus
savings product and in borrowings.

For the year ended December 31, 2008, interesnerpeecreased $6.5 million or 21.3 percent as credpaith 2007.
Total interest-bearing liabilities increased onrage $15.4 million, primarily in money market deg@and in borrowings.

The Corporation’s net interest spread on a taxvedgmt basis (i.e., the average yield on averapeast-earning assets,
calculated on a tax equivalent basis, minus thes@eerate paid on interest-bearing liabilitiesy@ased 21 basis points to 2.79
percent in 2009 from 2.58 percent for the year dridecember 31, 2008. The increase in 2009 refleateekpansion of spreads
between yields earned on loans and investmentsaaesl paid for supporting funds. During 2009, sgseenproved due in part
to monetary policy maintained by the FOMC keepimg fEederal funds rate at zero to 0.25 percent ¢fmout 2009 coupled
with a steepening of the yield curve that occudeadng 2009.

The net interest spread increased 66 basis poi80d8 as compared with 2007, primarily as a rexfudin expansion of
spreads between yields earned on loans and invetstraed rates paid for supporting funds. During®@preads improved due
in part to the monetary policy promulgated by ti@&VC decreasing the target Federal funds rate 468 Ipaints from 4.25
percent at December 31, 2007 to 0.25 percent atrbleer 31, 2008 coupled with a steepening of thiel gierve during 2008.

The cost of total average interest-bearing liabdidecreased to 2.28 percent, a decrease of i&3pwasts, for the year
ended December 31, 2009, from 3.01 percent foydlae ended December 31, 2008, which followed aedeser of 90 basis
points from 3.91 percent for the year ended Decerdbe2007.

The contribution of non-interest-bearing sources,(the differential between the average rate paidll sources of funds
and the average rate paid on interest-bearing ssudecreased to 26 basis points, a decreasehafsid points from 2008 to
2009. Comparing 2008 and 2007, there was a decodd$ebasis points to 37 basis points on averega 65 basis points on
average during the year ended December 31, 2007.

The following table, “Average Statements of Coratitivith Interest and Average Rates”, presentshieryears ended
December 31, 2009, 2008 and 2007, the Corporatarésage assets, liabilities and stockholders’'tggqlihe Corporation’s net
interest income, net interest spreads and neeisit@icome as a percentage of interest-earningsase interest margin) are
also reflected.
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AVERAGE STATEMENTS OF CONDITION WITH INTEREST AND A VERAGE RATES

Years Ended December 31,

2009 2008 2007
Average Income/  Yield/ Average Income/  Yield/ Average Income/  Yield/
(Tax-Equivalent Basis) Balance Expense Rate Balance Expense Rate Balance Expense Rate

(Dollars in Thousands)
ASSETS

Interest-earning assets:

Investment securitie$!)

Taxable $ 289,41 $12,727 4.4(% $ 211,188 $10,52¢ 4.99% $ 267,88 $13,72¢ 5.12%
Non-taxable 25,677 1,49¢ 5.84% 67,89( 3,87¢ 5.71% 95,50: 5527 5.7%
Loans, net of unearned incom®: 692,56: 36,75 5.31% 622,53 36,11( 5.8(% 541,29° 33,527 6.1%%
Federal funds sold and securities purchased
under agreements to resell — — — 4,04 112 2.7% 12,05( 604 5.01%
Restricted investment in bank stocks 10,52¢ 64 6.11% 10,10« 594 5.8&% 7,80¢ 54¢  7.0%%
Total interest-earning assets 1,018,170 51,62( E% 915,75¢ 51,22 5.5% 924,53¢ 53,93¢ 5.82%
Non-interest-earning assets: -
Cash and due from banks 128,15t 16,06: 18,58¢
Bank owned life insurance 24,94 22,627 21,80:
Intangible assets 17,06¢ 17,15¢ 17,25¢
Other assets 42,98( 37,60: 34,54%
Allowance for loan losses (6,916 (5,68)) (5,009
Total non-interest earning assets 206,23( 87,76¢ 87,19:

Total assets $1,224,40! $1,003,52 $1,011,72!

LIABILITIES & STOCKHOLDERS’ EQUITY

Interest-bearing liabilities:

Money market deposits $ 123,427 $ 1,63t 1.32% $ 150,370 $ 3,47¢ 231% $ 142,80 $ 6,577 4.61%
Savings deposits 145,53t 2,050 1.41% 63,19: 55C 0.8 69,28¢ 617 0.8%%
Time deposits 319,63¢ 6,85( 2.14% 178,76: 6,25 3.5(% 187,86( 8,83: 4.7(%
Other interest-bearing deposits 140,89( 1,770 1.2€% 131,45: 3,000 2.2%% 173,12 4,80¢ 2.7¢%
Short-term and long-term borrowings 258,600 10,14¢ 3.92% 270,39( 10,50 3.8¢% 205,68: 9,382 4.5¢%
Subordinated debentures 5,15¢ 191 3.71% 5,15¢ 307 5.96% 5,15¢ 411 7.9"%
Total interest-bearing liabilities 993,25: 22,64 ﬁ% 799,320 24,09t ﬂ% 783,91 30,63( 3.91%
Nor-interest-bearing liabilities: o o

Demand deposits 124,96¢ 114,40( 127,10°

Other non-interest-bearing deposits 338 36¢€ 38t

Other liabilities 12,00: 6,31¢ 5,97¢

Total non-interest-bearing liabilities 137,30: 121,08: 133,47:

Stockholders’ equity 93,85! 83,12 94,34¢

Total liabilities and stockholders’ equity $1,224,40! $1,003,52 $1,011,72!

Net interest income (tax-equivalent basis) 28,97 27,127 23,30¢

Net interest spread 2.7% 2.58% 1.92%

Net interest income as percent of earning ass
(margin) 2.85% 2.96% 2.52%




Net interest income $28,46¢ $25,79¢

(1) Average balances for available-for-sale selasriare based on amortized cost.
(2) Average balances for loans include loans onammual status.

(3) The tax-equivalent adjustment was computeddase statutory Federal income tax rate of 34querc
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Investment Portfolio

For the year ended December 31, 2009, the averdgme of investment securities increased by $36liiomto
approximately $315.1 million or 30.9 percent of mge earning assets, from $279.1 million on averag80.5 percent of
average earning assets, in the comparable perid@08. At December 31, 2009, the total investmentfplio amounted to
$298.1 million, an increase of $55.4 million froneé@mber 31, 2008. The increase in the average ‘eotiffimvestment
securities continues to maintain pace with theirigbe overall level of earning assets. With ttrersy deposit growth
experienced during 2009 and large buildup of ligyidhe Corporation began to prudently expandsize of its investment
portfolio in an effort to deploy excess cash indonéng assets. At December 31, 2009, the principalponents of the
investment portfolio are U.S. Treasury and U.S. &oment Agency Obligations, Federal Agency Oblmadiincluding
mortgage-backed securities, Obligations of U.Sestand political subdivision, corporate bonds aoigs, and other debt and
equity securities.

The Corporation’s investment portfolio also corsist overnight investments that were made in theeRe Primary Fund
(the “Fund”), a money market fund registered with Securities and Exchange Commission as an ineasttompany under
the Investment Company Act of 1940. On SeptembgeR@@8, the Fund announced that redemptions oésladrthe Fund were
suspended pursuant to an SEC order so that anyolideidation could be effected for the protectiohthe Fund’s investors.
Through December 31, 2009, the Corporation recéiveddistributions from the Fund, totaling appnadtely 92 percent of its
outstanding balance, leaving a remaining outstandalance in the Fund of $2.943 million. On Jan®gy2010, as part of the
court ordered liquidation of the Fund, the Corporateceived a sixth distribution or $2.446 milljdoringing total distributions
to date to approximately 99 percent. During thetfoquarter of 2009, the Corporation recorded a4$3B®&, or approximately 1
percent, other-than-temporary impairment chargeataings relating to this court ordered liquidatidrthe Fund. The
Corporation’s outstanding carrying balance in thadras of January 31, 2010 totaled $133,000.

The volume related factors during the twelve mgrehod ended December 31, 2009 increased investraeshue by $1.1
million, while rate related changes resulted ireardase in revenue of $1.3 million from December2BD8. The tax-equivalent
yield on investments decreased by 65 basis pastl percent from a yield of 5.16 percent duthgyear ended December
31, 2008. The reductions in the investment podfgrimarily in the tax-exempt sector, were madestiLice exposure to these
particular sectors of the portfolio while contingito provide cash flow for loan funding and fordeddiability outflows. The
yield on the portfolio declined compared to 2008 guimarily to sales as well as the impact thatoheer interest rate
environment had on higher yielding securities thed either matured, were prepaid, or were callegrévement in yield has
been limited by reinvesting opportunities. Cashwvffoom the securities was subsequently used priyntrihelp fund loan
growth.

During the first quarter of 2009, the Corporatieaarded a $140,000 other-than-temporary impairrdeatge on its
Lehman Brothers bond holding. Through June 30, 200fr-than-temporary impairment charges takethisnbond amounted
to $1,440,000. As part of the Corporation’s taatsgies, management elected to sell the Lehman bhaldéhg during the third
quarter of 2009.

The Corporation owns two pooled trust preferredisges (“Pooled TRUPS"), which consists of sedestissued by
financial institutions and insurance companies thedCorporation holds the mezzanine tranche of sachrities. Senior
tranches generally are protected from defaultsvey-collateralization and cash flow default proiectprovided by
subordinated tranches, with senior tranches hahieagreatest protection and mezzanine tranchesdinbted to the senior
tranches. One of the Pooled TRUPS has incurretiisinterruption of cash flow payments to dateardgement reviewed the
expected cash flow analysis and credit supporeterdine if it was probable that all principal anterest would be repaid, and
recorded a $1.1 million other-than-temporary imeint charge for the three months ended Decemb&088, and $2.5
million for the twelve months ended December 30)2avhich represents 78.7 percent of the par amafub®.1 million. The
new cost basis for this security has been writmrdto $665,000. The other Pooled TRUP incurrefirgs interruption of cash
flow payments in the fourth quarter of 2009. Marmaget determined that an other-than-temporary impetit exists on this
security as well and recorded a $1.0 million chatgeng the fourth quarter of 2009, which represedf.3 percent of the par
amount of $3.0 million. The new cost basis for #esurity has been written down to $2.0 million.
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The Corporation owns three variable rate privabell@ollateralized mortgage obligations (CMOSs), atthivere also
evaluated for impairment. Management had applieplesgive default rates to identify if any credipairment exists, as these
bonds were downgraded to below investment gradesd bonds are currently paying with no interruptiboash flow. As
such, management determined that an other-thanetemypimpairment charge exists and recorded a $088yrite down to the
bonds, which represents 3.4 percent of the par aha$5.6 million. The new cost basis for theseusities has been written
down to $5.4 million.

During 2009, the Corporation recorded $113,000tbéethan-temporary impairment charges relatingrte equity holding
in bank stocks. Due to the deterioration in thatksfinancial condition and that near term progpét market value recovery
appear remote, management determined that thetetipado recover its cost is not temporary. Astsubis equity was written
down to fair market value at the time of evaluatiwhich was December 31, 2009.

Securities available-for-sale are a part of thep@mation’s interest rate risk management strateglyraay be sold in
response to changes in interest rates, changespayment risk, liquidity management and otherdictThe Corporation
continues to reposition the investment portfoligpag of an overall corporate-wide strategy to pireasonable and
consistent margins where feasible, while attemptinigmit risks inherent in the Corporation’s batarsheet.

At December 31, 2009, the net unrealized lossexdas a component of accumulated other compreteemgieme and
included in stockholders’ equity, net of tax, amtahto a net unrealized loss of $8.4 million as pared with a net unrealized
loss of $6.5 million at December 31, 2008, resglfimm changes in market conditions and interdstrat period-end
December 31, 2009. As a result of the inactive tmrdof the markets amidst the financial criste LCorporation elected to
treat certain securities under a permissible atermaluation approach at December 31, 2009 an8. 29 additional
information regarding the Corporation’s investmeottfolio, see Note 4 and Note 18 of the Notedho@onsolidated Financial
Statements.

The following table illustrates the maturity diswiion and weighted average yield on a tax-equitadasis for investment
securities at December 31, 2009, on a contractaglnity basis.

Obligations of

U.S. Treasury Federal U.S. States Other Debt
& Agency Agency & Political and Equity
Securities Obligations Subdivisions Securities Total
(Dollars in Thousands)

Due in 1 year or less

Amortized Cost $ 15C $ —  $ 97¢ $ T2 $ 1,85%

Market Value 15C — 981 72¢ 1,857

Weighted Average Yield 0.16% — 2.65% 3.4&% 2.7%
Due after one year through five years

Amortized Cost $ — $ — $ 4,10¢ $ 3,00( $ 7.,10¢

Market Value — — 4,13 2,10( 6,237

Weighted Average Yield — — 3.5%% 2.8(% 3.24%
Due after five years through ten years

Amortized Cost $ 1,93¢ $ 23,50¢ $ 4,25: $ 22,95’ $ 52,65¢

Market Value 1,93¢ 23,22¢ 4,25k 21,93( 51,35(

Weighted Average Yield 3.72% 3.13% 3.8% 4.7(% 3.9(%
Due after ten years

Amortized Cost $ — $193,13: $ 10,35 $ 46,977 $ 250,46

Market Value — 191,35¢ 9,91: 37,41 238,68!

Weighted Average Yield — 4.06% 4.1(% 4.571% 4.16%
Total

Amortized Cost $ 2,08¢ $216,64( $ 19,68t¢ $ 73,65’ $312,07-

Market Value 2,08¢ 214,58! 19,28: 62,16¢ 298,12-

Weighted Average Yield 3.4€% 3.9¢% 3.87% 4.52% 4.08%
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For information regarding the carrying value of iheestment portfolio, see Note 4 and Note 18 efNlotes to the
Consolidated Financial Statements.

The securities listed in the table above are eithied investment grade by Moody’s and/or StandadiPoor’s or have
shadow credit ratings from a credit agency suppgiitivestment grade and conform to the Corporaionestment policy
guidelines. There were no municipal securitiesmyf single issuer exceeding 10 percent of stockhsl@gjuity at the end of
2009.

Equity securities included in other debt and egségurities do not have a contractual maturity amedncluded in the Due
after ten years maturity in the table above.

The following table sets forth the carrying valdete Corporation’s investment securities, as of&msber 31 for each of
the last three years.

2009 2008 2007

(Dollars in Thousands)

Securities Available-for-Sale:

U.S. Treasury & Agency Securities $ 2,08 $ 10C $ 101
Federal Agency Obligations 214,58! 82,79° 108,99:
Obligations of U.S. States and political subdivisio 19,28: 52,09 83,337
Trust Preferred Securities 26,71°¢ 31,77 30,46¢
Other debt securities 29,92 59,36: 83,47¢
Other equity securities 5,53¢ 16,59( 7,81¢

Total Investment Securities Available-for-Sale $ 298,12 $ 242,71. $ 314,19

For other information regarding the Corporatiomgdstment securities portfolio, see Note 4 and N8tef the Notes to the
Consolidated Financial Statements.

Loan Portfolio

Lending is one of the Corporation’s primary busiastivities. The Corporation’s loan portfolio csts of both retail and
commercial loans, serving the diverse customer lvaé& market area. The composition of the Corpiores loan portfolio
continues to change due to the local economy. Fastech as the economic climate, interest ratabestate values and
employment all contribute to these changes. Loawtr has been generated through business develogffieris via repeat
customer business and new borrower requests.

At December 31, 2009, total loans amounted to &/d8llion, an increase of 6.4 percent or $43.4iomillas compared to
December 31, 2008. The $0.6 million or 1.8 perdecriease in interest income on loans for the twetemths ended December
31, 2009 was the result of the increase in voluaoréend 2009, offset in part by a lower interest ratwironment as compared
with 2008. Even though the Corporation continuelBdahallenged with heightened competition for iegdelationships that
exists within its market, strong growth has bedneed through successful lending sales effortsuitil on continued customer
relationships while striving to maintain asset @yand underwriting standards. The FOMC decredlsedarget Federal Funds
rate seven times during 2008 to zero to 0.25 pé¢weash the target rate has remained at this leveughout 2009.

Total average loan volume increased $70.1 millioh12 percent in 2009, while the portfolio yieldcdeased by 49 basis
points compared with 2008. The increased totalayefoan volume was due primarily to increasedaepastomer activity and
new lending relationships. The volume related fiecthuring the period contributed increased reveri®s.9 million, while the
rate related changes decreased revenue by $3i@mmillotal average loan volume increased to $682ln with a net interest
yield of 5.31 percent, compared to $622.5 milliathva yield of 5.80 percent for the year ended Dawer 31, 2008. The
Corporation seeks to create growth in commerciailey by offering products and competitive pricangd by capitalizing on
new and existing relationships in its market aRraducts are offered to meet the financial requénets of the Corporation’s
clients. It is the objective of the Corporationtedit policies to diversify the commercial loan folio to limit concentrations in
any single industry.
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The following table presents information regardihg components of the Corporation’s loan portfoliothe dates
indicated.

December 31,

2009
(Restated) 2008 2007 2006 2005

(Dollars in Thousands)

Real estate — residential mortgage $ 191,19¢ $ 240,88" $ 266,25. $ 269,48t $ 261,02¢

Real estate — commercial mortgage 410,05t 358,39: 219,35t 206,04« 164,84

Commercial and industrial 117,91: 75,41t 65,49: 74,17¢ 79,00¢

Installment 43¢ 1,50¢ 56¢ 70t 951
Total loans 719,60t 676,20: 551,66¢ 550,41 505,82t

Less:

Allowance for loan losses 8,711 6,25¢ 5,167 4,96( 4,937
Net loans $ 710,89! $ 669,94¢ $ 546,50t $ 54545 $ 500,88

Included in the loan balances above are net deféoen costs of $391,000, $572,000 and $579,00@aeémber 31, 2009,
2008 and 2007, respectively.

Over the past five years, demand for the Bank’sroengial and commercial real estate loan producisriaeased.

The increase in commercial loans in 2009 was dtrebthe expansion of the Corporation’s customasdy aggressive
business development and marketing programs couytbdositive market trends for the Corporatiorhi% certain sectors of
the markets, such as consumer real estate prothgged as market conditions changed during mo2008, the Corporation
experienced an increase in its lending sales sffiuting 2009 as it continued to benefit from tleg@ration’s primary core
customer base.

Average commercial loans, which include commenaal estate and construction, increased to $478libmor by
approximately $110.6 million or 30.1 percent in 2@@mpared with 2008. The Corporation seeks taem@wth in the
commercial lending sector by offering competitivegucts and pricing and by capitalizing on newtieteships in its market
area. Over the last several years, the expansitredank’s marketplace has aided in this growthdBcts are offered to meet
the financial requirements of the Corporation’gits. It is an objective of the Corporation’s ctextilicies to diversify the
commercial loan portfolio to limit concentratiomsany single industry.

The Corporation’s commercial loan portfolio inclsdén addition to real estate development, loamedaufacturing,
automobile, professional and retail trade sectnd,to specialized borrowers, such as operatqus\aite educational facilities,
for example. A large proportion of the Corporat®obmmercial loans have interest rates which repvith changes in short-
term market interest rates or mature in one yetgss.

Average commercial real estate loans, which amalutat&269.3 million in 2009, increased $58.0 milliar 27.5 percent as
compared with average commercial real estate loa$i211.3 million in 2008 (which reflected a 54 &rgent increase over
2007). The Corporation’s long-term mortgage portfaicludes both residential and commercial finagciGrowth during the
past two years largely reflected brisk activityniew lending activity and mortgage financing. Thieiast rates on a portion of
the Corporation’s commercial mortgages adjust tngles in indices such as the 5 and 10-year Tre&&uas, and the Federal
Home Loan Bank of New York 5 and 10-year advante faterest rate changes usually occur at eaehyidar anniversary of
the loan.

The average volume of residential mortgage loatduding home equity loans, in 2009 declined $38ilon or 15.6
percent as compared to 2008. During 2009, resigldotin growth was affected by the slowdown intibasing market, brisk
refinancing activity into fixed rate loans due gipelly to the current historic low rate environmhand competition among
lenders. Fixed rate residential and home equityddeave recently become a popular choice among tvwmes, either through
refinancing or new loans, as consumers wish to indkstorically low fixed rates.
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Average construction loans and other temporary gage financing increased from 2008 to 2009 by #iildon to $49.4
million. The average volume of such loans decreaye$6.3 million from 2007 to 2008. The change aémstruction and other
temporary mortgage lending in 2009 was generateal dlpwdown in market activity of the Corporationisstomers, several of
whom engage in residential and commercial developrieoughout New Jersey. Interest rates on suatgages are generally
tied to key short-term market interest rates. Fuardgypically advanced to the builder or develahaing various stages of
construction and upon completion of the projecis ttontemplated that the loans will be repaid &stcflows derived from sales
within the project or, where appropriate, convandiom permanent financing.

Loans to individuals include personal loans, staidtgems, and home improvement loans, as well anéimg for
automobiles and other vehicles. Such loans aver@@é8,000 in 2009, compared with $973,000 in 208B$881,000 million
in 2007. The decrease in loans to individuals du#i@09 was due in part to decreases in volumeswfpersonal loans (single-
pay).

Home equity loans, inclusive of home equity lineswell as traditional secondary mortgage loang bacome popular
with consumers due to their tax advantages overddims of consumer borrowing. Home equity loams secondary
mortgages averaged $82.2 million in 2009, a deere&$27.4 million or 25.0 percent compared to eerage of $109.6 million
in 2008 and $111.4 million in 2007. Interest radadloating rate home equity lines are genera#id tio the prime rate while
most other loans to individuals, including fixederflome equity loans, are medium-term (ranging eetnwone-to-ten years) and
carry fixed interest rates. The decrease in homéyelpans outstanding during 2009 was due in fgathe recent slowdown in
the housing market and lower consumer spendingitibddlly, floating rate home equity lines and @esnd fixed rate home
equity loans became less attractive during 200®asumers took advantage of historically low inderates or opted to take
advantage of converting these loan balances iréalfiate loan products.

At December 31, 2009, the Corporation had totah loammitments outstanding of $167.5 million, of ethapproximately
61.9 percent were for commercial loans, commereial estate loans and construction loans.

The maturities of loans at December 31, 2009 atedibelow.

At December 31, 2009, Maturing

After

One Year
In One Year through After
or Less Five Years Five Years Total

(Restated, Dollars in Thousands)

Construction loans $ 30,07 $ 14026 $ 7000 $  51,09¢
Commercial real estate loans 47,24 168,30: 143,41 358,95°
Commercial loans 59,927 48,64« 9,341 117,91
All other loans 42,01 24,48¢ 125,13° 191,63t
Total loans $ 179,25. $ 255,46. $ 284,89. $ 719,60¢
Loans with:
Fixed rates $ 47,256 $ 98,73¢ $ 258,83 $ 404,83
Variable rates 131,99: 156,72: 26,05¢ 314,77
Total loans $ 179,25. $ 255,46. $ 284,89. $ 719,60¢

For additional information regarding loans, seeeN®bf the Notes to the Consolidated Financialebtants.

Allowance for Loan Losses and Related Provision

The purpose of the allowance for loan losses (fiedioce”) is to absorb the impact of probable logslkesrent in the loan
portfolio. Additions to the allowance are made thgb provisions charged against current operatiodgfarough recoveries
made on loans previously charged-off. The allowdocéoan losses is maintained at an amount consiladequate by
management to provide for potential credit lossesell upon a periodic evaluation of the risk charastics of the loan
portfolio. In establishing an appropriate allowance
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an assessment of the individual borrowers, a détation of the value of the underlying collaterakeview of historical loss
experience and an analysis of the levels and trehidsn categories, delinquencies and problemd@aa considered. Such
factors as the level and trend of interest rateseat economic conditions and peer group stasistie also reviewed. At year-
end 2009, the level of the allowance was $8,711d€306€ompared to a level of $6,254,000 at Decembe2@8. The
Corporation made loan loss provisions of $4,597 @009 compared with $1,561,000 in 2008 and $BHEDjn 2007. The
level of the allowance during the respective anpesiods of 2009 and 2008 reflects the change émaagye volume, credit
quality within the loan portfolio, the level of atgge-offs, loan volume recorded during the perioas the Corporation’s focus
on the changing composition of the commercial asidential real estate loan portfolios.

At December 31, 2009, the allowance for loan lossesunted to 1.21 percent of total loans. In mamege’s view, the
level of the allowance at December 31, 2009 is ad&gto cover losses inherent in the loan portfdflanagement’s judgment
regarding the adequacy of the allowance constimt&orward Looking Statement” under the PrivatelBities Litigation
Reform Act of 1995. Actual results could differ raally from management’s analysis, based pringipgbon the factors
considered by management in establishing the alioea

Although management uses the best information aviai] the level of the allowance for loan lossesai@s an estimate,
which is subject to significant judgment and sherth change. Various regulatory agencies, as agiat part of their
examination process, periodically review the Coagion’s allowance for loan losses. Such agenciesneguire the
Corporation to increase the allowance based on @mailysis of information available to them at tinee of their examination.
Furthermore, the majority of the Corporation’s ls@me secured by real estate in the State of Neseyle-uture adjustments to
the allowance may be necessary due to economiar&ichpacting New Jersey real estate and furthirideation of the
economic climate as well as operating, regulatoy aher conditions beyond the Corporation’s cdnirbe allowance for loan
losses as a percentage of total loans amounte@ggrcent, 0.92 percent and 0.94 percent at Dieeegi, 2009, 2008 and
2007, respectively.

Net charge-offs were $2,140,000 in 2009, $470,602008 and $147,000 in 2007. During 2009, the Cw@itjom
experienced an increase in charge-offs compar2a@8, principally related to charge-offs taken oarfcommercial and
commercial real estate credits totaling $1.1 millimcluding a $900,000 charge-off in connectiothvei $5.1 million
commercial real estate construction project of gidal warehouses, which was placed in non-acataalis during the first
guarter of 2009 and which is the subject of thehittigds litigation described under Iltem 3 of thimial Report. As previously
disclosed, during the fourth quarter of 2009, tleepOration took steps to terminate a participatigreement with Highlands
relating to this commercial real estate construcpimject, as the participation ended on DecembgeP309. Highlands objected
to the Corporation’s interpretation of the agreensem subsequent actions. Accordingly, the Corpamdiled suit for the return
of the outstanding principal. The net amount oR$illion is included in the Company’s non-accrlggns balance as of
December 31, 2009.
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Five-Year Statistical Allowance for Loan Losses

The following table reflects the relationship oftovolume, the provision and allowance for loaséssand net charge-offs
(recoveries) for the past five years.

Years Ended December 31,

2009
(Restated) 2008 2007 2006 2005
(Dollars in Thousands)

Average loans outstanding $692,56: $622,53. $541,29°  $522,35. $454,37.
Total loans at end of period $719,60¢ $676,20.  $551,66¢ $550,41:  $505,82¢
Analysis of the Allowance for Loan Losse
Balance at the beginning of year $ 6252 $ 5167 $ 496( $ 4937 $ 3,781

Charge-offs:

Commercial 2,122 50 45 — 49

Residential 4 414 80 — —

Installment 26 35 31 79 33
Total charge-offs 2,152 49¢ 15€ 79 82

Recoveries:

Commercial 2 10 2 19 —

Residential 4 — — — —

Installment 6 19 7 26 28
Total recoveries 12 29 9 45 28
Net charg-offs 2,14C 47C 147 34 54
Addition of Red Oak Bank’s allowance — — — — 1,21(
Provision for loan losses 4,597 1,561 35C 57 —
Balance at end of year $ 8711 $ 625¢ $ 5167 $ 496( $ 4,937
Ratio of net charge-offs during the year t

average loans outstanding during the y 0.31% 0.0&% 0.05% 0.01% 0.01%
Allowance for loan losses as a percentac

total loans at end of year 1.21% 0.92% 0.94% 0.9(% 0.98%

Implicit in the lending function is the fact thaian losses will be experienced and that the ridlss will vary with the type
of loan being made, the creditworthiness of thedwer and prevailing economic conditions. The allowee for loan losses has
been allocated in the table below according tceftanated amount deemed to be reasonably necdegamyvide for the
possibility of losses being incurred within theldoling categories of loans at December 31, for eddhe past five years.

The table below shows, for three types of loans aimounts of the allowance allocable to such Iaanisthe percentage of
such loans to total loans.

Commercial Residential Mortgage Installment Unallocated
Loans to Loans to Loans to
Amount of Total Amount of Total Amount of Total Amount of
Allowance Loans % Allowance Loans % Allowance Loans % Allowance Total

(Dollars in Thousands)

2009 (Restated $ 7,31« 735 $ 1,247 256 $ 56 01 $ 9¢ $ 8,711
2008 5,47: 64.2 651 35.€ 60 0.2 70 6,254
2007 4,16 51.€ 727 48.: 48 0.1 22C 5,16:
2006 3,972 50.¢ 707 49.C 45 0.1 23¢€ 4,96(

2005 3,45: 48.2 594 51.€ 55 0.2 83t 4,93
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Asset Quality

The Corporation manages asset quality and cresttitay maintaining diversification in its loan patib and through review
processes that include analysis of credit requeisongoing examination of outstanding loans atidgiéencies, with
particular attention to portfolio dynamics and mihe Corporation strives to identify loans expeciag difficulty early enough
to correct the problems, to record charge-offs gityrbased on realistic assessments of currerdateodll values, and to
maintain an adequate allowance for loan lossel tinas. These practices have protected the Catjmor during economic
downturns and periods of uncertainty.

It is generally the Corporation’s policy to discioite interest accruals once a loan is past due iaserest or principal
payments for a period of ninety days. When a legplaced on non-accrual status, interest accrealsecand uncollected
accrued interest is reversed and charged againsintincome. Payments received on non-accruatleas applied against
principal. A loan may only be restored to an aamyudasis when it again becomes well secured attetiprocess of collection
or all past due amounts have been collected aatisiastory period of ongoing repayment exists. rigtg loans past due 90
days or more are generally well secured and imptheess of collection.

Non-Performing Assets and Troubled Debt Restructurd Loans

Non-performing loans include non-accrual loans acctuing loans which are contractually past dud®@ or more. Non-
accrual loans represent loans on which interestiatxhave been suspended. It is the Corporatgerigral policy to consider
the charge-off of loans when they become contrdlgtpast due 90 days or more as to interest orcal payments or when
other internal or external factors indicate thdtemion of principal or interest is doubtful. Ngerforming assets include non-
performing loans and other real estate owned.

Troubled debt restructured loans represent loangtich a concession was granted to a borrower, as@reduction in
interest rate which is lower than the current mar&ee for new debt with similar risks, and whiake aurrently performing in
accordance with the modified terms. The Corporapi@viously reported performing troubled debt nestured loans as a
component of non-performing assets.

The following tables set forth, as of the datesdatkd, the amount of the Corporation’s non-acclaghs, accruing loans
past due 90 days or more, other real estate owW@REO”) and troubled debt restructured loans. TRestated” table reflects
(i) the change in presentation of non-performingegsand troubled debt restructured loans foreaéslindicated; and (i) the
restatement of the non-accrual loans amount frot wias previously reported at December 31, 2009.

At December 31,

(Restated:) 2009 2008 2007 2006 2005

(Dollars in Thousands)

Non-accrual loans $11,24t $ 541 $ 3907 $ 47t $ 387
Accruing loans past due 90 days or more 39 13¢ — 22t 17¢
Total non-performing loans 11,28¢ 68C 3,907 70C 56€
OREO — 3,94¢ 501 — —
Total non-performing assets $11,28: $ 462¢ $ 4408 $ 70C $ 56€
Troubled debt restructured loans $ 96€ $ 93 $ — $ — $ —

At December 31,

(As previously reported:) 2009 2008 2007 2006 2005

(Dollars in Thousands)

Non-accrual loans $ 709 $ 541 $ 3907 $ 47t $ 387
Accruing loans past due 90 days or more 39 13¢ — 22t 17¢
Troubled debt restructuring 96€ 93 — — —
Total non-performing loans 8,097 773 3,907 70C 56€
OREO — 3,94¢ 501 — —
Total non-performing assets $ 8097 $ 472 $ 4408 $ 7T0C S 56¢€
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The increase in non-accrual loans of $10.7 millmB009 from 2008 was primarily attributable to tddition of four large
commercial credits. In March of 2009, one comméreial estate construction project of industriatefeuses was downgraded
to non-accrual status. The loan was a participdtian with another New Jersey bank. In Decemb&068, the Corporation
took steps to terminate this participation agrednesthe participation ended on December 31, ZD8.Corporation filed suit
for the return of the outstanding principal. Thé&8&®00 carried as troubled debt restructured lahixecember 31, 2009
represents the total modified amount required tpdié by two different one-to-four family residaaitdevelopers and four one-
to-four family residential mortgage homeowners. Téygayment terms were restructured to meet eacbwer’s financial
circumstances. These loans are secured by reéd éstated in New Jersey.

The components of accruing loans which are contedlgtpast due 90 days or more as to principahtarest payments are
as follows:

December 31,

2009 2008 2007 2006 2005

(Dollars in Thousands)

Commercial $ — $ — $ — $ 22¢ $ 17¢
Residential 39 13¢ — — —
Installment — — — — —

Total accruing loans 90 days or more pastdue $ 39 $ 13¢ $ — $ 228 $  17¢

Other known “potential problem loans” (as defingdIEC regulations) as of December 31, 2009 have estified and
internally risk rated as assets especially menti@mresubstandard. Such loans amounted to $20,03,8690401,000 and
$5,776,000 at December 31, 2009, 2008 and 200Fectsely. The increase at December 31, 2009 rsflemntinued
deterioration in the quality of certain loans. Tfek rating of assets is a dynamic environment wimethrough on-going
examination certain assets may be downgraded gadped as circumstances warrant. The Corporatianisteuction portfolio
experienced a decline in potential problem loaomfDecember 31, 2008 to December 31, 2009 as thigadof one new
relationship of $3.6 million was offset by the rerabof another relationship amounting to $4.7 raiili The Corporation’s
commercial portfolio experienced an increase ireptial problem loans with the addition of six lemglirelationships while
shedding two for a net increase of $12.7 milliothis segment. This increase was mitigated somelhptincipal payments
made on many of these accounts. All such loanswarently performing. The Corporation has no fondigans.

During the first quarter of 2010, the Corporatieevaluated several loans which resulted in the doadte of two lending
relationships totaling $4.8 million into risk ragirtategories associated with “potential problenmédahat had not previously
been characterized as such by the Corporationh&iyi$725,000 was placed on non-accrual status.

At December 31, 2009, other than the loans seh fvbve, the Corporation is not aware of any lagnish present serious
doubts as to the ability of its borrowers to complth present loan repayment terms and which apeebed to fall into one of
the categories set forth in the tables or desoripdibove.

At December 31, 2009, the Corporation had no OREZompared with approximately $3.9 million at Deber 31, 2008
and approximately $501,000 at December 31, 200&.dHerease in the OREO balance from December 88, r2@presented a
write down of the carrying value and the subsequaal& of a residential condominium project during third quarter of 2009.

In general, it is the policy of management to cdesihe charge-off of loans at the point that thegome past due in excess
of 90 days, with the exception of loans that amissd by cash, marketable securities or real eltates, which are well secured
and in the process of collection.

With respect to concentrations of credit within @erporation’s loan portfolio at December 31, 20822.6 million of the
commercial loan portfolio or 4.3 percent of $528\llion, represented outstanding working capitare to various real estate
developers. All but $8.0 million of these loans seeured by mortgages on land and on buildingsrucatestruction.
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For additional information regarding risk elemeintshe Corporation’s loan portfolio, see Note Sl Notes to
Consolidated Financial Statements.

Other Income

The following table presents the principal categ®f non-interest income for each of the yeatkérthree-year period
ended December 31, 2009.

Years Ended December 31,

Percentage Percentage
2009 2008 Change 2008 2007 Change

(Dollars in Thousands)

Service charges, commissions and fe $ 1,83t $ 2,01t (8.99% $ 2,01t $ 1,82 10.47%

Annuity & insurance commissions 12¢€ 112 12.5( 112 29¢  (62.47)
Bank-owned life insurance 1,15¢ 1,20z (3.9) 1,20z 892 34.71
Net securities gains (losse 491  (1,10¢) 144.3¢ (1,10¢) 90C (222.89)
Other 29¢ 42C  (29.09 42C 457  (8.10)
Total other income $ 3,90¢ $ 2,64¢ 47.7% $ 2,64¢ $ 4372 (39.5)%

For the year ended December 31, 2009, total otfvenie increased $1.3 million compared to 2008, amilynas a result of
net securities gains compared to net securitieeom 2008. Excluding net securities gains anseloé the respective periods,
the Corporation recorded other income of $3.4 orillin the year ended December 31, 2009, compar$8.8million in 2008,

a decrease of 8.9 percent. This decrease was pyiratiributable to a $180,000 decrease in sergf@rges, commissions and
fees as well as lower other income, resulting prilp&om lower letters of credit fee income antigiinsurance income.
Additionally, in 2009 and 2008, the Corporationaggized $136,000 and $230,000, respectively, iffre proceeds in excess
of contract value on the Corporation’s bank-owrifsihsurance due to the death of insured partitgpa

During 2009, the Corporation recorded net secusrii@ins of $491,000 compared to net securitiegtogs$1.1 million in
2008 and net gains of $900,000 recorded in 2002009, total other-than-temporary impairment charfeb4.2 million were
more than offset by net gains on securities so4of million. These impairment charges consisfeiBo4 million relating to
two pooled trust preferred securities, $364,00atimd to the Corporation’s investment in the Resd?vimary Fund, $188,000
relating to three variable rate private label CM®$.140,000 charge relating to the Corporationtsrhan Brothers bond and a
$113,000 write down relating to one equity holdindpank stocks. In 2008, total other-than-temporargairment charges of
$1.8 million were partially offset by net gains securities sold of $655,000. During 2008, the Cration recorded a $1.3
million other-than-temporary impairment charge tedeto its Lehman Brothers corporate bond and $0®81of write downs
related to three equity holdings in bank stock2009, the sales of securities were made in thmalocourse of business and
proceeds were primarily reinvested into the loah iamestment portfolios. In 2008 and 2007, the safesecurities were made
in the normal course of business and proceeds pvemarily reinvested into the loan portfolio.

Other Expense

Total other expense includes salaries and emplogeefits, net occupancy expense, premises andragoipexpense,
professional and consulting expense, stationerypainting expense, marketing and advertising expeosmputer expense and
other operating expense. Other operating expeichadies such expenses as telephone, insurance, lzalit correspondent fees
and the amortization of core deposit intangibles.
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The following table presents the principal categ®f other expense for each of the years in tieetear period ended
December 31, 2009.

Year Ended December 31,

Percentage Percentage
2009 2008 Change 2008 2007 Change

(Dollars in Thousands)

Salaries and employee benefits $ 991t $ 8,50 1658 $ 8,50t $ 11,43t (25.69%
Occupancy, net 2,53¢ 3,27¢  (22.6€) 3,27¢ 2,84: 15.3¢
Premises and equipment 1,26: 1,43¢  (12.0% 1,43¢ 1,777 (19.19
FDIC Insurance 2,05¢ 217 847.0( 217 86 152.3:
Professional and consulting 811 703 15.3¢ 703 2,13¢  (67.19)
Stationery and printing 33¢ 397 (14.6)) 397 465 (14.62)
Marketing and advertising 36€ 637 (42.59 637 603 5.64
Computer expense 964 834 15.5¢ 834 614 35.8¢
OREO Expense, net 1,43¢ 31 4538.7: 31 11C (71.872)
Other 3,37( 3,43¢  (1.86) 3,43¢ 4528 (24.1))
Total other expense $ 23,057 $ 19,47 18.4% $ 19,47: $ 24,59¢ (20.89)%

Total other expense increased $3.6 million, or p@rtent, in 2009 from 2008 as compared with aedese of $5.1 million,
or 20.8 percent, from 2007 to 2008. The level adrating expenses during 2009 increased in threerrea&pense categories,
with the largest increases occurring in FDIC insam up $1.8 million, OREO expenses, up $1.4 nniliad salaries and
employee benefits, up $1.4 million. Total otherexge decreased in 2008 from 2007 across sevemhsxgategories, with the
largest decrease occurring in salaries and bemgiinse.

On October 25, 2007, the Corporation announcedligaBoards of Directors of the Corporation andd@eaT rust
Company mutually agreed to terminate their Agregraed Plan of Merger dated as of March 15, 200 hcGoently, the
parties agreed to a dismissal of litigation comneehisy Beacon Trust Company in October 2007 to coegresummation of
the merger. During the fourth quarter of 2007,@weporation recognized merger-related expensdectigfg the cost of the
transaction from the outset of negotiations, iraarount of approximately $600,000.

Prudent management of operating expenses has drubmtinue to be a key objective of managemerarireffort to
improve earnings performance. The Corporation’s 1@t other expenses to average assets decreade®Btpercent in 2009
compared to 1.94 percent in 2008 and 2.43 peroe2@07.

Salaries and employee benefits increased $1.4omitir 16.6 percent in 2009 compared to 2008 anckdsed $2.9 million
or 25.6 percent from 2007 to 2008. The increas00P was primarily attributable to a $755,000 b#émetognized in 2008
relating to the termination of two benefit plansiridg the third quarter of 2008, the Corporatiocognized a $272,000 benefit
relating to the lump-sum payment and terminatiothefdirectors retirement plan. During the fourttader of 2008, the
Corporation recognized a $483,000 benefit relatiing lump-sum payment and termination of a berwefitalization plan. These
benefits represented the difference between thegaat present value of the lump-sum payment aadaticrued liability
previously recorded on the Corporation’s statenoécbndition. Additionally, pension plan expensergased $514,000 in 2009
from 2008 due to both lower asset valuations aludvar expected rate of return on the Corporatialened pension plan,
which was frozen back in 2007. On August 9, 200&,Gorporation announced that as part of its ongeffort to reduce
operating expense, it had frozen its defined bepefision plan and that it redesigned its 401 (kinggs plan, effective
September 30, 2007. The changes were consistdntast reduction strategies and a shift in the azfufuture savings of
retirement benefits toward the more predictable swacture of a 401(k) plan and away from the ¢tggaosts of a defined
benefit pension plan. The changes included stopghi@gccrual of future benefits in the Corporatsodéfined benefit pension
plan, and fully preserving all retirement benefiitat employees have earned as of September 30, 200 Tedesigning the
Corporation’s 401(k) plan by granting current pengplan participants an annual company-funded nvagatontribution of as
much as 6 percent of their pay, which is an in@desm the existing
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3 percent match. As a result, the Corporation e one-time pre-tax benefit related to thessiparplan changes of
approximately $1.2 million in the third quarter2d07, reflecting the curtailment of the defined &firplan. For the twelve
months ended December 31, 2007, the plan changel$er@ in retirement-related expense savings & ffllion.

Salaries and employee benefits accounted for 43€ept of total non-interest expense in 2009, agpesed to 43.7 percent
and 46.5 percent in 2008 and 2007, respectively.

In 2009, the Corporation announced a strategimouting agreement with Fiserv to provide core ant@uocessing
services, which is consistent with the Corporasasther strategic initiatives to streamline operati reduce operating overhead
and allow the Corporation to focus on core compeé&snof customer service and product developmere.cbre processing
transition was consummated during the fourth quaft@009. In 2008, the Corporation announced eseaf strategic
outsourcing agreements to aid in the realizatioisajoal to reduce operating overhead and shhakrifrastructure of the
Corporation. The cost reduction plans resultedhvénreduction of workforce by 12 staff positions,iethin turn resulted in a
one-time pre-tax charge of $145,000 in the secaradtgr of 2008 for severance and termination benédfi March 2007, the
Corporation reduced its overall staffing level ippeoximately 10 percent through attrition, layadfsd voluntary resignations,
and took a one-time, pre-tax charge of approxirgef&40,000 in the first quarter of 2007 and $1.8iom in the third quarter of
2007 related to termination benefits.

Occupancy and premises and equipment expenseefgetdr ended December 31, 2009 decreased $916/009.4 percent,
from 2008. The decrease in occupancy and premigks@uipment expense in 2009 was due primarilpucet operating costs
(utilities, rent, real estate taxes, general regpait maintenance) of the Corporation’s faciliteise in part to branch closures and
consolidations coupled with a $200,000 charge takeing the fourth quarter of 2008 relating to teemination of the
Corporation’s lease obligation to build a branciCimanford, New Jersey. The increase in such exgesfsg95,000, or 2.1
percent, in 2008 over 2007 was primarily attriblgzeb the $200,000 lease termination charge.

In May 2009, the FDIC adopted a final special assest rule that assessed the banking industryiS pamts on total
assets less Tier | capital. The Corporation wasired to accrue the charge during the second quafr009, which amounted
to approximately $630,000, even though the FDICTectdd the fee at the end of the third quarter wherregular quarterly
assessments for the second were collected. Addityoriin December 2008, the FDIC adopted a fins increasing the risk-
based assessment rates beginning in the firstequar2009. As a result of these changes couplédtive one-time assessment
credits recognized in 2008, FDIC insurance expémnzeased $1.8 million for 2009 compared to 2008.

Professional and consulting expense for 2009 iserd$108,000 due to higher legal costs in 2008cjpally related to the
rights offering capital raise and the TARP Capiatchase Program. Expenses decreased in 2008 @@rmp2imarily due to
$960,000 of professional and consulting expens@8@Y associated with the termination of the Bedowst acquisition
coupled with the 2007 annual meeting and proxy esint

Stationery and printing expenses for 2009 decre®S800, or 14.6 percent, compared to 2008, dinegpity to better cost
containment measures relating to stationery andipg materials. The decrease in such expense88080 or 14.6 percent in
2008 from 2007 reflected improved cost containnirettte purchasing of supplies.

Marketing and advertising expenses for the yeaeémktcember 31, 2009 decreased $271,000, or 4&8&npefrom the
comparable twelve-month period in 2008. The dee@af009 compared with 2008 was primarily dueettuced spending in
media and advertising. These expenses increaseddiBdr 5.6 percent in 2008 compared with 2007.

Computer expense increased $130,000 during 200pa@u to 2008 and increased $220,000 in 2008 cadpar2007,
due primarily to fees paid to the Corporation’ssauirced information technology service providelisTgreviously announced
strategic outsourcing agreement has significantigroved operating efficiencies and reduced overhgdaharily in salaries
and benefits.
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OREO expense for 2009 increased by $1.4 milliorr 8008 due primarily to the recognition of a $92) Qvrite down
coupled with the continued build out costs relatoghe residential real estate condominium prdje&tnion County, New
Jersey. The Corporation sold the project duringliivel quarter of 2009.

Other expense decreased in 2009 by approximately0@6 or 1.9 percent compared to 2008. Other expeesreased in
2008 by $1.1 million, or 24.1 percent, compare@@67. This decrease in 2008 was primarily due eécctiarge-off of the
Beacon Trust transaction in 2007. Amortization afecdeposit intangibles accounted for $82,000 &#J0R0 of other expense
for the years 2009 and 2008, respectively.

Provision for Income Taxes

The Corporation recorded income tax expense of $806n 2009 compared to $1.6 million in 2008 artebabenefit of
$2.9 million in 2007. The recorded tax benefit2@07 resulted largely from a change in the Corpmn&t business entity
structure, which led to the recognition of a $1i8iom tax benefit in 2007 and a $1.4 million tagr®fit in 2006. These tax
benefits were attributable to a plan of liquidatadopted by the Corporation for its REIT subsidjavizich was completed on
November 30, 2007. As a result of the further lifgiion of certain other subsidiaries relating ® Iusiness entity
restructuring, the Corporation began to provideiicome tax expense in 2008. The effective taxsr&iethe Corporation for
the years ended December 31, 2009, 2008 and 20@720€l percent, 21.1 percent and (317.8) percespectively. The
Corporation adjusts its expected annual tax rate guarterly basis based on the current projecodémen-deductible expenses,
tax-exempt interest income, increase in the caglesder value of bank owned life insurance andtaxenet earnings.

Tax-exempt interest income on a fully tax equivaleasis decreased by $2.4 million, or 61.3 perdemity 2008 to 2009,
and decreased by $1.7 million, or 29.9 percenmf2®07 to 2008. The Corporation recorded incomegedlto the cash
surrender value of bank-owned life insurance asnaponent of other income in the amount of $1,158,82,203,000 and
$893,000 for 2009, 2008 and 2007, respectively.

Recent Accounting Pronouncements

Note 2 of the Notes to Consolidated Financial $tatets discusses new accounting policies recerslyes or proposed but
not yet required to be adopted. To the extent tloption of new accounting standards materiallya#féinancial condition,
results of operations, or liquidity, the impacte discussed in the applicable sections of the filzhneview and notes to the
consolidated financial statements.

On June 29, 2009, the FASB issued FASB ASC 1055L(pfeviously SFAS No. 168, “Accountirgtandards Codification
™ and the Hierarchy of Generally Accepted AccounBmigiciples — a replacement of FASB Statement N. 16
" (“Codification”)). This Codification is the souecof authoritative accounting principles recognibgadhe FASB to be applied
by nongovernmental entities in the preparatioriradricial statements in conformity with U.S. GAAMeTCodification is
effective for financial statements issued for iimteand annual periods ending after September 1@ ,Z0r most entities. On
the effective date, all non-SEC accounting and mémpstandards will be superseded. The Corporattopted the Codification
for the quarterly period ended September 30, 2889equired, and there was not a material impatt@Corporation’s
financial statements taken as a whole. In ordeage the transition to the Codification, the Caaion has provided the
Codification cross-reference along side the refegerno the standards issued and adopted prioetadbption of the
Codification.

In April 2009, the FASB issued three amendmenthédair value measurement, disclosure and otter-tamporary
impairment standards:

 FASB ASC 820-10-65 (previously SFAS 157-4, “Det@ring Fair Value When the Volume and Level of Adi for
the Asset or Liability Have Significantly Decreasat Identifying Transactions that are Not Ordéxly”

* FASB ASC 320-10-65 (previously SFAS 115-2 and SF&4-2, “Recognition and Presentation of Otherrfha
Temporary Impairments”).

* FASB ASC 825-10-65 (previously SFAS 107 and ARB12 “Interim Disclosure about Fair Value of Finaic
Instruments”).
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FASB ASC 820-10-05 (previously SFAS No. 157, “Féadue Measurements”) defines fair value as theepiti@t would be
received to sell the asset or transfer the ligbititan orderly transaction (that is, not a fortigdidation or distressed sale)
between market participants at the measuremenuddaer current market conditions. FASB ASC 820-5(pfbovides
additional guidance on identifying circumstancegwh transaction may not be considered orderly.

FASB ASC 820-10-65 provides a list of factors taaeporting entity should evaluate to determinetiviethere has been a
significant decrease in the volume and level ofvdgtfor the asset or liability in relation to norl market activity for the asset
or liability. When the reporting entity concludéste has been a significant decrease in the voanddevel of activity for the
asset or liability, further analysis of the infortioa from that market is needed and significantiatipents to the related prices
may be necessary to estimate fair value in acceslaith FASB ASC 820-10-05.

FASB ASC 820-10-65 clarifies that when there haanbe significant decrease in the volume and lefvattivity for the
asset or liability, some transactions may not lakedy. In those situations, the entity must evadithe weight of evidence to
determine whether the transaction is orderly.dbadrovides a list of circumstances that may inditiaat a transaction is not
orderly. A transaction price that is not associaté@ti an orderly transaction is given little, ifygrweight when estimating fair
value.

FASB ASC 320-10-65 amends other-than-temporary impnt guidance for debt securities and expanddatiare
requirements for other-than-temporarily impairedtdind equity securities. FASB ASC 320-10-65 rezgizompanies to record
other-than-temporary impairment charges, throughiegs, if they have the intent to sell, or will redikely than not be
required to sell, an impaired debt security beforecovery of its amortized cost basis. In addjtlASB ASC 320-10-65
requires companies to record other-than-temporapairment charges through earnings for the amolueriedlit losses,
regardless of the intent or requirement to sekkd@rloss is measured as the difference betweeprtsent value of an impaired
debt security’s cash flows and its amortized cesi$ Non-credit related write-downs to fair vafoest be recorded as
decreases to accumulated other comprehensive inastioeg as a company has no intent or requiretoesgll an impaired
security before a recovery of amortized cost b&siwlly, FASB ASC 320-10-65 requires companiesetmord all previously
recorded non-credit related other-than-temporaainment charges for debt securities as cumulatifext adjustments to
retained earnings as of the beginning of the pesfaatioption.

FASB ASC 825-10-65 (previously SFAS 107-1 and ARB12 requires disclosures about fair value of faiahinstruments
for interim reporting periods of publicly tradednospanies as well as in annual financial statem&#®SB ASC 825-10-65 also
requires those disclosures in summarized finameiatmation at interim reporting periods.

All three FASB ASC'’s discussed herein include sabsal additional disclosure requirements. Thedtive date for these
new ASC's is the same: interim and annual reponpieigods ended after June 15, 2009. The Corporatiopted these ASC’s at
June 30, 2009 and there was not a material impaits @onsolidated financial statements.

On May 28, 2009, the FASB issued FASB ASC 855-1@8éviously SFAS No. 165, “Subsequent Events”)deinFASB
ASC 855-10-05, companies are required to evaluagate and transactions that occur after the balaheet date but before the
date the financial statements are issued, or dlaita be issued in the case of non-public entit@SB ASC 855-10-05
requires entities to recognize in the financiatesteents the effect of all events or transactioas pnovide additional evidence of
conditions that existed at the balance sheet tatieiding the estimates inherent in the financi@garation process. Entities
shall not recognize the impact of events or tratieas that provide evidence about conditions thdndt exist at the balance
sheet date but arose after that date. FASB ASC18585 also requires entities to disclose the dataugh which subsequent
events have been evaluated. FASB ASC 855-10-0%ffedtive for interim and annual reporting periestsling after June 15,
2009. The Corporation adopted the provisions of BASC 855-10-05 for the quarter ended June 30, 2008 adoption of
this accounting standard had no material impa¢herCorporation’s consolidated financial statements
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On June 12, 2009, the FASB issued SFAS No. 166¢6Anting for Transfers of Financial Assets” (“FA661), and SFAS
No. 167, “Amendments to FASB Interpretation No.RB((“FAS 167"), which change the way entities agobfor
securitizations and special-purpose entities.

FAS 166 is a revision to FASB ASC 860-10-05 (prergly SFAS 140, “Accounting for Transfers and Sengoof Financial
Assets and Extinguishments of Liabilities”) andlwéquire more information about transfers of fioahassets, including
securitization transactions, and where companies bantinuing exposure to the risks related todfamed financial assets.
FAS 166 also eliminates the concept of a “qualdyapecial-purpose entity”, changes the requiremfentderecognizing
financial assets and requires additional disclasure

FAS 167 changes how a company determines whentiy that is insufficiently capitalized or is novwetrolled through
voting (or similar rights) should be consolidatétie determination of whether a company is requioecbnsolidate an entity is
based on, among other things, an entity’s purpodedasign and a company’s ability to direct thévéits of the entity that
most significantly impact the entity’s economic fpemance.

Both FAS 166 and FAS 167 will be effective as @& beginning of each reporting entity’s first annieglorting period that
begins after November 15, 2009, for interim periadthin that first annual reporting period and fieterim and annual reporting
periods thereafter. Earlier application is prokEditThe recognition and measurement provisionA& E66 shall be applied to
transfers that occur on or after the effective dake Corporation adopted both FAS 166 and FASdr6January 1, 2010, as
required. The Corporation is currently assessiegrtipact this adoption may have on the Corporagiconsolidated financial
statements.

In November 2008, the SEC released a proposed @m@adegarding the potential use by U.S. issuergahtial statements
prepared in accordance with International FinariRegborting Standards (“IFRS”). IFRS is a comprehenseries of
accounting standards published by the Internatidoabunting Standards Board. Under the proposedimea, the Company
may be required to prepare financial statemenée@ordance with IFRS as early as 2014. The SEQweike a determination in
2011 regarding the mandatory adoption of IFRS. CThmpany is currently assessing the impact thatpibtiential change would
have on its consolidated financial statements,itwdl continue to monitor the development of thetential implementation of
IFRS.

Asset and Liability Management

Asset and liability management encompasses ansisalfymarket risk, the control of interest ragkr{interest sensitivity
management) and the ongoing At December 31, 26@9naintenance and planning of liquidity and cépithe composition of
the Corporation’s statement of condition is planaad monitored by the Asset and Liability Committ&&.CO”). In general,
management’s objective is to optimize net inteiesdme and minimize market risk and interest ridle by monitoring these
components of the statement of condition.

Short-term interest rate exposure analysis is supghted with an interest sensitivity gap model. Toeporation utilizes
interest sensitivity analysis to measure the respeness of net interest income to changes inesteate levels. Interest rate
risk arises when an earning asset matures or vihéntérest rate changes in a time period diffetieah that of a supporting
interest-bearing liability, or when an interest-tieg liability matures or when its interest rateanlges in a time period different
than that of an earning asset that it supportslé\the Corporation matches only a small portiospecific assets and liabilities,
total earning assets and interest-bearing liagdliire grouped to determine the overall interéstrisk within a number of
specific time frames. The difference between irgesensitive assets and interest sensitive liggslis referred to as the interest
sensitivity gap. At any given point in time, ther@oration may be in an asset-sensitive positiorerety its interest-sensitive
assets exceed its interest-sensitive liabilitiesn @ liability-sensitive position, whereby itdémest-sensitive liabilities exceed its
interest-sensitive assets, depending in part oragement’s judgment as to projected interest ratels.
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The Corporation’s rate sensitivity position in ediche frame may be expressed as assets lesstiediks liabilities less
assets, or as the ratio between rate sensitivesgSBSA”) and rate sensitive liabilities (“RSLror example, a short funded
position (liabilities repricing before assets) wabble expressed as a net negative position, whéodpgaps are computed by
subtracting repricing liabilities from repricingsats. When using the ratio method, a RSA/RSL dtibindicates a balanced
position, a ratio greater than 1 indicates an aseagitive position and a ratio less than 1 inégat liability sensitive position.

A negative gap and/or a rate sensitivity ratio ksé 1, tends to expand net interest margindafiiag rate environment
and to reduce net interest margins in a risingeatéronment. Conversely, when a positive gap a;agenerally margins
expand in a rising rate environment and contraetfialling rate environment. From time to time, @erporation may elect to
deliberately mismatch liabilities and assets ifratsgic gap position.

At December 31, 2009, the Corporation reflectedsitive interest sensitivity gap (or an intereststivity ratio of

1.10:1.00) at the cumulative one-year position.éBasn management’s perception that interest raitesomtinue to be volatile,
projected increased levels of prepayments on theregpasset portfolio and the current level of iag rates, emphasis has been,
and is expected to continue to be, placed on istex@nsitivity matching with the objective of conting to stabilize the net
interest spread and margin during 2010. Howevegssoirance can be given that this objective wilinie¢.

The following table depicts the Corporation’s irgrrate sensitivity position at December 31, 2009:

Interest-Earning Assets:
Loans, net
Investments

Total interest-earning asse

Interest-Bearing Liabilities:

Time certificates of deposit
of $100 or greater

Time certificates of deposi
of less than $100

Other interest-bearing
deposits

Subordinated debentures

Securities sold under
agreements to repurcha:
and Fed Funds Purchas

Term borrowings

Total interest-bearing
liabilities

Cumulative interest-earnin
assets

Cumulative interest-bearin
liabilities

Rate sensitivity gap

Cumulative rate sensitivity
gap
Cumulative gap ratio

Estimates of Fair Value

The estimation of fair value is significant to anmeer of the Corporation’s assets, including loagid for sale, and

Expected Maturity/Principal Repayment at December 3,

Average 2015 Estimated
Interest and Total Fair
Rate 2010 2011 2012 2013 2014 Thereafter Balance Value
(Dollars in Thousands)
5.3(% $345,13( $ 90,25¢ $ 74,77: $ 90,30 $5495¢ $ 5547¢ $ 710,89 $ 717,19
4.1(% 54,40 40,77z 37,46( 20,01« 14,56¢ 130,90¢ 298,12 298,12
$399,537 $131,02¢ $112,23: $110,31¢ $ 69,52¢ $ 186.38! $1.009.01* $1,015,31!
1.3¢% $141,82° $ 2,11¢ $ 758 % 102 % — % — % 144,80. $ 145,21
1.7% 69,68¢ 6,83¢ 3,391 25¢& — — 80,17: 80,54
0.84% 60,77( 60,77( 68,84 59,25¢ 100,30: 108,27: 458,21 458,21
3.22% 5,15¢ — — — — — 5,15¢ 5,15¢
3.35% 46,10¢ 12,00( — — — 41,00( 99,10¢ 101,55!
4.0% 40,14+ 10,00( — 5,00(¢ — 115,00( 170,14 177,66
$363,69 $ 91,72t $ 7298¢ $ 64,617 $100,30: $ 264,27: $ 957,59! $ 968,34¢
$399,53° $530,56! $642,79' $753,11: $822,63¢ $1,009,01' $1,009,01
363,69¢ 455,41¢ 528,40« 593,02: 693,32: 957,59¢ 957,59!
35,84« 39,30! 39,24¢ 45,70( (30,777) (77,889 51,42«
35,84« 75,14¢ 114,39: 160,09: 129,31« 51,42« 51,42«
1.1(% 1.17% 1.22% 1.27% 1.1% 1.05% 1.05%

available-for-sale investment securities. Thesealinecorded at either fair value or the lowecoét or fair value. Fair values



are volatile and may be influenced by a numberofdrs. Circumstances that
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could cause estimates of the fair value of cer@asets and liabilities to change include a changedpayment speeds, expected
cash flows, credit quality, discount rates, or nedifkterest rates. Fair values for most availabteséile investment securities are
based on quoted market prices. If quoted markeeprare not available, fair values are based anjedts regarding future
expected loss experience, current economic condiisi characteristics of various financial instemts, and other factors. See
Note 18 of the Notes to Consolidated Financialedtants for additional discussion.

These estimates are subjective in nature, invoheeainties and matters of significant judgment tirerefore cannot be
determined with precision. Changes in assumptionddcsignificantly affect the estimates.

Impact of Inflation and Changing Prices

The financial statements and notes thereto predettéewhere herein have been prepared in accordéticgenerally
accepted accounting principles, which require tleasarement of financial position and operatinglteso terms of historical
dollars without considering the change in the redgpurchasing power of money over time due taaiidin. The impact of
inflation is reflected in the increased cost of tiperations; unlike most industrial companies, Iyeat of the Corporation’s
assets and liabilities are monetary. As a requkrést rates have a greater impact on perfornthacedo the effects of general
levels of inflation. Interest rates do not necasarove in the same direction or to the same ebdsrthe prices of goods and
services.

Liquidity

The liquidity position of the Corporation is depention successful management of its assets arlitigsiso as to meet the
needs of both deposit and credit customers. Liguitkeds arise principally to accommodate possibfsit outflows and to
meet customers’ requests for loans. Scheduledipahloan repayments, maturing investments, stesrtiliquid assets and

deposit in-flows, can satisfy such needs. The diveof liquidity management is to enable the Cogpion to maintain
sufficient liquidity to meet its obligations in enely and cost-effective manner.

Management monitors current and projected castsflawd adjusts positions as necessary to mainfeiquate levels of
liquidity. By using a variety of potential fundirspurces and staggering maturities, the risk ofrg@tefunding pressure is
reduced. Management also maintains a detaileddiiggutontingency plan designed to respond adeqguétedituations which
could lead to liquidity concerns.

Management believes that the Corporation has thairig capacity to meet the liquidity needs aridirgn potential events.
In addition to pledgeable securities, the Corporatilso maintains borrowing capacity through thedral Discount Window
and the Federal Home Loan Bank of New York secui¢tlloans and marketable securities.

Liquidity is measured and monitored for the Corpiords bank subsidiary, Union Center National Bdtile “Bank”). The
Corporation reviews its net short-term mismatchisTheasures the ability of the Corporation to nuddigations should access
to Bank dividends be constrained. At December B092the Parent Corporation had $3.2 million irhcaisd short-term
investments compared to $2.2 million at Decembe2B08. Expenses at the Parent Corporation are naigdend management
believes that the Parent Corporation has adegigaiiélity to fund its obligations.

Certain provisions of long-term debt agreementsyarily subordinated debt, prevent the Corporafiom creating liens
on, disposing of or issuing voting stock of sulsiiis. As of December 31, 2009, the Corporationiwasmpliance with all
covenants and provisions of these agreements.

Management monitors current and projected castsflawd adjusts positions as necessary to maindeiquate levels of
liquidity. By using a variety of potential fundirepurces and staggering maturities, the risk ofrg@tefunding pressure is
somewhat reduced. Management also maintains detklgjuidity contingency plan designed to adeglyatespond to
situations which could lead to liquidity concerns.

Based on anticipated cash flows at December 319 pogjected to December 31, 2010, the Corporatéiebes that the
Bank’s liquidity should remain strong, with an apximate projection of $367.1 million in anticipatedsh flows over the next
twelve months. This projection represents a forwaoking statement under the Private Securitieggatton Reform Act of
1995. Actual results could differ materially frohig
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projection depending upon a number of factorsyidiclg the liquidity needs of the Bank’s customéns, availability of sources
of liquidity and general economic conditions.

On September 30, 2009, the FDIC proposed a ruta¢haired insured institutions to prepay theiireated quarterly
assessments through December 31, 2012 to strenitaeash position of the Deposit Insurance Fuihé. dash prepayment
was made on December 30, 2009 and amounted toxampgritely $5.7 million, which included the 2009 fttuquarter
assessment. The prepayment did not have a sigmifitgpact on the Corporation’s future cash positiooperations.

Deposits

Total deposits increased to $813.7 million on Dewen81, 2009 from $659.5 million at December 30&n increase of
$154.2 million, or 23.4 percent.

Total non interest-bearing deposits increased @d8.3 million at December 31, 2008 to $130.5 wmilat December 31,
2009, an increase of $17.2 million or 15.2 perc€&imhe, savings and interest-bearing transactionauts increased from
$546.2 million on December 31, 2008 to $683.2 wrillat December 31, 2009, an increase of $137.@mitr 25.1 percent.
The increase in deposits was reflective of custehuhsire for safety and liquidity and flight toadity in light of the financial
crisis.

Certificates of deposit $100,000 and over incredased’.8 percent of total deposits at Decembel8@9 from 15.2 percent
one year earlier. With the current turmoil in tiveahcial markets, some of the Corporation’s deposihave become sensitive to
obtaining full FDIC insurance for their time depssiTo accommodate its customers, the Corporaggaib offering
Certificates of Deposit Account Registry Servic®@RS) in 2008. As a result of this offering and teenporary increase in
insurance coverage by the FDIC to $250,000, the@@ation reported an increase of $44.3 millionentificates of deposit
greater than $100,000 at December 31, 2009 compangear-end 2008.

At December 31, 2009, the Corporation had a tdt&lld1.3 million with a weighted average rate &4lpercent in CDARS
Reciprocal deposits compared to $87.9 million waitiveighted average rate of 2.52 percent at Dece81he2008. Based on the
Bank’s participation in Promontory Interfinanciaétwork, LLC, customers who are FDIC insurance semesare able to place
large dollar deposits with the Corporation and@oeporation uses CDARS to place those funds inttificates of deposit
issued by other banks in the Network. This occuiigérements of less than the FDIC insurance lisatshat both the principal
and interest are eligible for complete FDIC prdtattThe FDIC currently considers these funds akdned deposits. All
brokered deposits are classified in time depokiteecame apparent during the latter half of 20G& tustomers’ preference in
seeking safety and more liquidity became paramwoulight of the financial crisis, as customers dowigll FDIC insured bank
products as a safe haven.

The Corporation derives a significant proportiontefiquidity from its core deposit base. For trear ended December 31,
2009, core deposits, comprised of total demand siep@avings and money market accounts, decrdgs$ti66.4 million or
38.7 percent from December 31, 2008 to $596.7 onillAt December 31, 2009, core deposits were 7&.6emt of total
deposits compared to 66.6 percent at year-end Z0@8natively, the Corporation uses a more stritigelculation for the
management of its liquidity positions internally iafn consists of total demand and savings accoemxtdy(ding money market
accounts greater than $100,000) and excludes tapesits as part of core deposits as a percentageabtleposits. This
number represented 46.6 percent of total depasid@@eember 31, 2009 as compared with 53.0 perd¢éeé@ember 31, 2008.
The Corporation expects its deposit gathering &fftr remain strong, supported in part by the reaetions by the FDIC in
temporarily raising the deposit insurance limiteeTCorporation is a participant in the FDIC’s Traction Account Guarantee
Program. Under this program, all non-interest mgpdeposit transaction accounts are fully guarahibgethe FDIC, regardless
of dollar amount, through June 30, 2010.
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The following table depicts the Corporation’s cdeposit mix at December 31, 2009 and 2008.

December 31,

2009 2008 Net Change
Volume
Amount Percentage Amount Percentage 2009 vs. 2008

(Dollars in Thousands)

Demand Deposits $ 130,51¢ 34.4% $ 113,31¢ 32.8% $ 17,19¢
Interest-Bearing Demand 156,73t 41.5 139,34¢ 39.¢ 17,38¢
Regular Savings 58,24( 15.4 56,43 16.1 1,80¢
Money Market Deposits under $100 33,79¢ 8.9 40,41¢ 11.€ (6,624

Total core deposits $ 379,29: 100.% $ 349,51¢ 100.% $ 29,77
Total deposits $ 813,70! $ 659,53 $ 154,16¢
Core deposits to total deposits 46.61% 52.9%

Short-Term Borrowings

Short-term borrowings can be used to satisfy daityling needs. Balances in those accounts fluctrate day-to-day basis.
The Corporation’s principal short-term funding stes are Federal Funds purchased and securitiesrsidédl agreements to
repurchase. Short-term borrowings, including Fddenads purchased and securities sold under agresriterepurchase,
amounted to $46.1 million at year-end 2009, anciase of $966,000 or 2.1 percent from year-end 2008.

The following table is a summary of short-term séi@s sold under repurchase agreements for eatttedést three years.

December 31,

2009 2008 2007

(Dollars in Thousands)
Short-term securities sold under repurchase agmtsme

Average interest rate:

At year end 0.97% 1.9&% 3.85%

For the year 1.38% 2.3% 3.6(%
Average amount outstanding during the year $35,39: $43,97: $ 33,68
Maximum amount outstanding at any month end $58,51¢ $52,99: $ 48,54:
Amount outstanding at year end $46,10¢ $30,14: $ 48,54:

Long-Term Borrowings

Long-term borrowings consist of Federal Home LoamBof New York (“FHLB") advances and securitietdsender
agreements to repurchase that have contractuatitiegwver one year. Long-term borrowings amounite$i223.1 million at
December 31, 2009, a decrease of $153,000 fromereh2008.

Cash Flows

The consolidated statements of cash flows preksenthianges in cash and cash equivalents from apgratvesting and
financing activities. During 2009, cash and cashivejents (which increased overall by $74.1 mil)ievere provided on a net
basis by operating activities and financing adggitand used on a net basis by investing activiash flows from financing
activities, primarily due to a net increase in dgtsy were partially offset by an increase in ficiag activities, primarily
resulting from an increase in securities and loans.

During 2008, cash and cash equivalents (which dsetoverall by $55.0 million) were used on a @sidby operating
activities and investing activities and providedaonet basis by financing activities. Cash flovefrinvesting activities,
primarily due to a net decrease in securities, wearéally offset by an increase in financing aitids, primarily resulting from
an increase in borrowings.
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During 2007, cash and cash equivalents (which aszé overall by $25.7 million) were provided orealpasis by operating
and investing activities and used on a net basflycing activities. Cash flows from investingigities, primarily due to a
net decrease in securities, were partially offyed ldecrease in financing activities, primarilyuiéisg from a reduction in
deposits, as well as funding dividends paid andbtirehase of treasury stock.

Contractual Obligations and Other Commitments

The following table summarizes contractual obligasi at December 31, 2009 and the effect such dioligmare expected to
have on liquidity and cash flows in future periods.

Less Than After
Total 1 Year 1-3Years 4-5Years 5 Years

(Dollars in Thousands)

Contractual Obligations

Operating lease obligations $ 7,71 % 502 $ 123 $ 103t $ 4,85
Total contracted cost obligations $ 7,71 % 502 $ 1,232 $ 103t $ 4,85
Other Long-term Liabilities/Long-term Debt
Time Deposits $ 224,97: $ 213,400 $ 11,21 $ 361 $ —
Federal Home Loan Bank advances and
repurchase agreements 269,25! 86,25 22,00( 5,00( 156,00(
Subordinated debentures 5,15¢ 5,15t — — —

Total Other Long-term Liabilities/Long-tern
Debt $ 499,38. $ 304,80¢ $ 33,21¢ $ 5,361 $ 156,00(

Other Commercial Commitments — Off
Balance Sheet

Commitments under commercial loans and li

of credit $ 70,07¢ $ 70,07¢ $ — $ — $ —
Home equity and other revolving lines of crec 54,57: 54,57: — — —
Outstanding commercial mortgage loan

commitments 33,65¢ 20,59¢ 13,06: — —
Standby letters of credit 1,67¢ 1,67¢ — — —
Performance letters of credit 11,46¢ 11,46¢ — — —
Outstanding residential mortgage loan

commitments 4,15¢ 4,152 — — —
Overdraft protection lines 5,05¢ 5,05¢ — — —
Other consumer 11 11 — — —

Total off balance sheet arrangements and
contractual obligations $ 180,67: $ 167,60¢ $ 13,06: $ — 3 —

Total contractual obligations and other
commitments $ 687,76° $ 473,000 $ 4750¢ $ 6,392 $ 160,85

Stockholders’ Equity

Stockholders’ equity amounted to $101.7million &cBmber 31, 2009, an increase of $20.0 millionddb percent,
compared to year-end 2008. At December 31, 2008kkblders’ equity totaled $81.7 million, a deceea$ $3.6 million from
December 31, 2007.

On January 12, 2009, the Corporation issued $1ilomih nonvoting senior preferred stock to the LD@partment of
Treasury under the Capital Purchase Program. Aopére transaction, the Corporation also issuadants to the U.S.
Treasury to purchase 173,410 shares of common efdble Corporation at an exercise price of $8.6bghare. As previously
announced, the Corporation’s voluntary participaiinthe Capital Purchase Program amounted to appabely 50 percent of
what the Corporation had qualified for under th& Ulreasury program. The funding was used to stpipetalance sheet. As
a result of the
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successful completion of the Rights Offering in @betr 2009, the number of shares underlying theamatreld by the U.S.
Treasury was reduced to 86,705 shares or 50 pevtém original 173,410 shares.

In July 2009, the Corporation announced that itarfBmf Directors had authorized a rights offerifigip to approximately
$11 million of common stock to its existing stockders. In October, the Corporation successfullgeditotal gross proceeds of
approximately $11 million in its rights offering @ private placement with its standby purchaser.

Book value per share at year-end 2009 was $6.3pared to $6.29 at year-end 2008. Tangible bookevatwyear-end 2009
was $5.15 compared to $4.97 at year-end 2008amed for a reconciliation of this non-GAAP finaatmeasure of book
value.

During the year of 2009, the Corporation made nelmases of common stock. At December 31, 2009¢ tivere 652,868
shares available for repurchase under the Corporatstock buyback program.

Capital

The maintenance of a solid capital foundation carés to be a primary goal for the Corporation. Adowly, capital plans
and dividend policies are monitored on an ongoiagj$ The most important objective of the capitahping process is to
balance effectively the retention of capital to o future growth and the goal of providing stockters with an attractive
long-term return on their investment.

Risk-Based Capital/Leverage

Tier | Capital at December 31, 2009 (defined agitda stockholders’ equity and Trust Preferred @dBecurities)
amounted to $98.5 million, or a Tier 1 Leveragéoraf 7.73 percent when measured as a percentageecdige total assets for
leverage capital purposes. At December 31, 20@8Cdrporation’s Tier | Capital amounted to $78.8ion and the Tier 1
Leverage ratio was 7.71 percent. Tier | Capitalekes the effect of FASB ASC 320-10-05, which antedrto $8.4 million of
net unrealized losses, after tax, on securitiegabla-for-sale (reported as a component of accated| other comprehensive
income which is included in stockholders’ equig)d is reduced by goodwill and intangible asse®&1@f0 million as of
December 31, 2009. For information on goodwill amengible assets, see Note 1 to the ConsolidatezhEial Statements.

United States bank regulators have issued guideistablishing minimum capital standards relatetiedevel of assets and
off balance-sheet exposures adjusted for credtit 8pecifically, these guidelines categorize assetsoff balance-sheet items
into four risk-weightings and require banking itions to maintain a minimum ratio of capital tekrweighted assets. At
December 31, 2009, the Corporation’s Tier | Risls&hCapital and Total Risk-Based Capital ratiosewldr.43 percent and
12.44 percent, respectively. For information ok-tigsed capital and regulatory guidelines for theeRt Corporation and its
bank subsidiary, see Note 13 to the Consolidatedrfgial Statements.

The foregoing capital ratios are based in partp@tiic quantitative measures of assets, liabdidad certain off-balance
sheet items as calculated under regulatory acamyptiactices. Capital amounts and classificatioasabso subject to qualitative
judgments by the bank regulators regarding capiaiponents, risk weightings and other factors. O has established
higher minimum capital ratios for the Bank effeetizs of December 31, 2009: Tier 1 Risk-Based Jagfitt0 percent, Total
Risk-Based Capital of 12 percent and Tier 1 Levei@gpital of 8 percent. As of December 31, 200%agament believes that
each of the Bank and the Parent Corporation meeépital adequacy requirements to which it is sabjother than the Tier 1
Leverage Capital ratio for the Bank, which at 7p&8cent was below the 8 percent established b@@®€ for the Bank. Under
the MOU between the Bank and the OCC, the Banlabeeed to develop a three year capital progranghwhill include
specific plans for the maintenance of adequateaagoid the strengthening of the Bank’s capitalcttire to meet current and
future needs.

Subordinated Debentures

On December 19, 2003, Center Bancorp Statutoryt Tiiues statutory business trust and wholly-ownetssdiary of Center
Bancorp, Inc., issued $5.0 million of, MMCapS cap#ecurities to investors due on January 23, 2084 capital securities
presently qualify as Tier | capital. The trust ledrthe proceeds of
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this offering to the Corporation and received icleange $5.2 million of the Parent Corporation’scsdimated debentures. The
subordinated debentures are redeemable in whahepart, prior to maturity but after January 23090The floating interest
rate on the subordinate debentures is three-mdB®R plus 2.85 percent and reprices quarterly. fHbe at December 31,
2009 was 3.13 percent.

The additional capital raised with respect to gsiance of the floating rate capital pass-throeghrities was used to
bolster the Corporation’s capital and for geneoaporate purposes, including capital contributitm/nion Center National
Bank. Additional information regarding the capiteatment of these securities is contained in N6tef the Notes to the
Consolidated Financial Statements.

Looking Forward

One of the Corporation’s primary objectives is thiave balanced asset and revenue growth, ané aathe time expand
market presence and diversify its financial produktowever, it is recognized that objectives, nétendow focused, are
subject to factors beyond the control of the Caaion, which can impede its ability to achieve thgeals. The following
factors should be considered when evaluating thipdCation’s ability to achieve its objectives:

The financial market place is rapidly changing. Baare no longer the only place to obtain loanstim® only place to keep
financial assets. The banking industry has losketeshare to other financial service providers. fthere is predicated on the
Corporation’s ability to adapt its products, pravigliperior customer service and compete in anehaarging marketplace.

Net interest income, the primary source of earnirgggnpacted favorably or unfavorably by changemterest rates.
Although the impact of interest rate fluctuatioasriitigated by ALCO strategies, significant chanigeisiterest rates can have a
material adverse impact on profitability.

The ability of customers to repay their obligatiameften impacted by changes in the regional andlleconomy. Although
the Corporation sets aside loan loss provisionsitdwhe allowance for loan losses when managenetetrdines such action to
be appropriate, significant unfavorable changakéneconomy could impact the assumptions useceidétermination of the
adequacy of the allowance.

Technological changes will have a material impachow financial service companies compete for agliver services. It is
recognized that these changes will have a diregaahon how the marketplace is approached andatiisnon profitability.
The Corporation has taken steps to improve itstieadl delivery channels. However, continued sgsosill likely be
measured by the ability to anticipate and reaéutore technological changes.

This “Looking Forward” description constitutes avi@rd-looking statement under the Private Securitiigation Reform
Act of 1995. Actual results could differ materiaflpm those projected in the Corporation’s forwérdking statements due to
numerous known and unknown risks and uncertainitieljding the factors referred to above, in Itefndf this Annual Report
on Form 10K and in other sections of this Annugb&eon Form 10K.

Item 7A. Quantitative and Qualitative Disclosures Aout Market Risk
Interest Sensitivity

Market Risk

The Corporation’s profitability is affected by flwations in interest rates. A sudden and substantieease or decrease in
interest rates may adversely affect the Corporatiearnings to the extent that the interest rateaéoby assets and liabilities do
not similarly adjust. The Corporation’s primary ebiive in managing interest rate risk is to minienize adverse impact of
changes in interest rates on the Corporation’snbetest income and capital, while structuring @@poration’s asset-liability
structure to obtain the maximum yield-cost spreadhat structure. The Corporation relies primaoityits asset-liability
structure to control interest rate risk. The Cogpion continually evaluates interest rate risk ngemaent opportunities,
including the use of derivative financial instrurterhe management of the Corporation believeshbaging instruments
currently available are not cost-effective, anérdifiore, has focused its efforts on increasingXbeporation’s yield-cost spread
through wholesale and retail growth opportunities.
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The Corporation monitors the impact of changesierest rates on its net interest income usingraét@ls. One measure
of the Corporation’s exposure to differential chasin interest rates between assets and liabiigitee Corporation’s analysis
of its interest rate sensitivity. This test measuhe impact on net interest income and on nefgliarivalue of an immediate
change in interest rates in 100 basis point incresadet portfolio value is defined as the net erevalue of assets, liabilities
and off-balance sheet contracts.

The primary tool used by management to measureremadge interest rate exposure is a simulation makdel of the model
to perform simulations reflecting changes in ins¢rates over one and two-year time horizons habled management to
develop and initiate strategies for managing expotuinterest rate risk. In its simulations, maragnt estimates the impact
on net interest income of various changes in istei@es. Projected net interest income sensitivitpovements in interest rates
is modeled based on both an immediate rise anihfalterest rates (“rate shock”), as well as geddinanges in interest rates
over a twelve-month time period. The model is basethe actual maturity and repricing charactessstif interest-rate sensitive
assets and liabilities. The model incorporatesrapsions regarding earning asset and deposit grqwéipayments, interest
rates and other factors.

Management believes that both individually and tetagether, these assumptions are reasonabléyéabimplexity of the
simulation modeling process results in a sophist@&stimate, not an absolutely precise calculaifaxposure. For example,
estimates of future cash flows must be made fdrungents without contractual maturity or paymertestules.

Based on the results of the interest simulationehad of December 31, 2009, and assuming that neamagt does not take
action to alter the outcome, the Corporation waxgect a decrease of 0.52 and 1.66 percent imtezest income if interest
rates increased by 200 and 300 basis points, réagplgcfrom current rates in a gradual and palafiée ramp over a twelve
month period. As market rates declined to histlmes at December 31, 2009, the Corporation didi@eltthat modeling a
down rate scenario was realistic in the currentrenment.

The declining rates and steepening of the yieldeduring 2009 affected net interest margins. Basethanagement’s
perception that interest rates will continue tovbkatile, projected increased levels of prepaymentthe earning asset portfolio
and the current level of interest rates, emphasssbieen, and is expected to continue to be, plarcéuterest-sensitivity
matching with the objective of stabilizing the m@erest spread during 2010. However, no assureaicde given that this
objective will be met.

Equity Price Risk

The Corporation is also exposed to equity prideingerent in its portfolio of publicly traded etyiecurities, which had an
estimated fair value of $0.3 million at Decembey 2109 and $0.5 million at December 31, 2008. ThepGration monitors its
equity investments for impairment on a periodici®as the event that the carrying value of theiggavestment exceeds its
fair value, and the Corporation determines theidech value to be other than temporary, the Capon reduces the carrying
value to its current fair value. During 2009 an®&0the Corporation recorded $113,000 and $461 @38pectively, of other-
than-temporary impairment charges relating to gduitdings in bank stocks. These equities weretaritlown to fair value.

62




TABLE OF CONTENTS

Item 8. Financial Statements and Supplementary Data
All Financial Statements:
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Stockholders

Center Bancorp, Inc.:

We have audited the consolidated statements ofitmmaf Center Bancorp, Inc. and subsidiaries (¥derporation”) as of
December 31, 2009 and 2008, and the related statsrokincome, changes in stockholders’ equity, eesh flows for each of
the years in the three-year period ended Decenmhe2(®9. Center Bancorp, Inc.’s management is respke for these
consolidated financial statements. Our respongibigito express an opinion on these financiakst@nts based on our audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting OversighamioUnited
States). Those standards require that we plan arfidrm the audit to obtain reasonable assurancetatteether the financial
statements are free of material misstatement. Alit ancludes examining, on a test basis, evidemppasrting the amounts and
disclosures in the financial statements. An audit includes assessing the accounting principled asd significant estimates
made by management, as well as evaluating the lbfiaeancial statement presentation. We believe tha audits provide a
reasonable basis for our opinion.

In our opinion, the consolidated financial stateteerferred to above present fairly, in all mate®spects, the consolidated
financial position of Center Bancorp, Inc. and sdiasies as of December 31, 2009 and 2008, andethdts of its operations
and its cash flows for each of the years in thedakyear period ended December 31, 2009 in confpmwith accounting
principles generally accepted in the United StafeSmerica.

As discussed in Note 21 to the consolidated firerstatements, the December 31, 2009 consolidataddial statements
have been restated to (i) reclassify the presentati receivables, and (ii) record changes in tlmvance for loan losses
pursuant to the reclassification of receivables.

We also have audited, in accordance with the stasdz the Public Company Accounting Oversight Bo@snited States),
Center Bancorp, Inc.’s internal control over finahceporting as of December 31, 2009, based dar@iestablished imternal
Control — Integrated Framewoiksued by the Committee of Sponsoring Organizatidriee Treadway Commission (COSO),
and our report dated May 3, 2010 expressed an lifigdapinion.

/s/ ParenteBeard LLC
ParenteBeard LLC

Reading, Pennsylvania
March 16, 2010 (except for Note 21, as to whichdate is May 3, 2010)
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CENTER BANCORP, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CONDITION

December 31,

2009
(In Thousands, Except Share Data) (Restated) 2008
ASSETS

Cash and due from banks $ 89,166 $ 15,03
Investment securities available-for-sale 298,12« 242,71
Loans 719,60¢ 676,20:
Less: Allowance for loan losses 8,711 6,25¢

Net loans 710,89! 669,94
Restricted investment in bank stocks, at cost 10,67: 10,23(
Premises and equipment, net 17,86( 18,48¢
Accrued interest receivable 4,03 4,15¢
Bank-owned life insurance 26,30¢ 22,93¢
Other real estate owned — 3,94¢
Goodwill and other intangible assets 17,02¢ 17,11(C
Prepaid FDIC assessment 5,37¢ —
Other assets 16,03( 18,73(

Total assets $1,195,48°  $1,023,29.

LIABILITIES AND STOCKHOLDERS’ EQUITY

Deposits:

Non interest-bearing $ 130,51t $ 113,31

Interest-bearing:

Time deposits $100 and over 144,80: 100,49:
Interest-bearing transaction, savings and time siep$100 and less 538,38! 445,72¢

Total deposits 813,70! 659,53’
Short-term borrowings 46,10¢ 45,14:
Long-term borrowings 223,14 223,29
Subordinated debentures 5,15¢ 5,15¢
Accounts payable and accrued liabilities 5,62¢ 8,44¢

Total liabilities 1,093,73! 941,58(

Stockholders’ Equity:
Preferred Stock, $1,000 liquidation value per share

Authorized 5,000,000 shares; issued 10,000 shar230d9 and none in
2008 9,61¢ —

Common stock, no par value:

Authorized 20,000,000 shares; issued 16,762,412sl@a 2009 and
15,190,984 in 2008; outstanding 14,572,029 shar@809 and

12,991,312 in 2008 97,90¢ 86,90¢
Additional paid-in capital 5,65( 5,20¢
Retained earnings 17,06¢ 16,30¢
Treasury stock, at cost (2,190,383 in 2009 and®6I shares in 2008) (27,720 (17,796

Accumulated other comprehensive loss (20,776 (8,917)




Total liabilities and stockholders’ equity $1,195,48!  $1,023,29:

See the accompanying notes to the consolidateddiakstatements.
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CENTER BANCORP, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF INCOME

Years Ended December 31,

2009
(Restated) 2008 2007
Interest income:
Interest and fees on loans $ 36,75 $ 36,11( $ 33,527
Interest and dividends on investment securities:
Taxable interest income 12,727 10,35: 13,58¢
Non-taxable interest income 98¢ 2,547 3,171
Dividends 643Z 771 1,242
Interest on federal funds sold and securities pageti under
agreements to resell — 113 604
Total interest income 51,11( 49,89« 52,12¢
Interest expense:
Interest on certificates of deposit $100 and over 3,551 2,411 3,964
Interest on other deposits 8,751 10,87¢ 16,87!
Interest on short-term borrowings 44¢ 1,29t 1,94¢
Interest on long-term borrowings 9,88¢ 9,51: 7,847
Total interest expense 22,64¢ 24,09t 30,63(
Net interest incom 28,46t 25,79¢ 21,49¢
Provision for loan losses 4,597 1,561 35C
Net interest income, after provision for loan las 23,86¢ 24,23¢ 21,14¢
Other income:
Service charges, commissions and fees 1,83t 2,01t 1,82¢
Annuity and insurance 12€ 112 29¢
Bank-owned life insurance 1,15¢ 1,202 8932
Other 29¢ 42C 457
Total other-than-temporary impairment losses (9,066 (1,767 —
Less: Portion of loss recognized in other comprsivenncome
(before taxes) 4,82¢ — —
Net other-than-temporary impairment losses (4,239 (1,767 —
Net gains on sale on investment securities 4,72¢ 655 90C
Net investment securities gains (losses) 491 (1,10¢) 90C
Total other income 3,90¢ 2,64¢ 4,372
Other expense:
Salaries and employee benefits 9,91t 8,50¢ 11,43¢
Occupancy, net 2,53¢ 3,27¢ 2,84%
Premises and equipment 1,26: 1,43¢ 1,77
FDIC Insurance 2,05t 217 86
Professional and consulting 811 703 2,13¢
Stationery and printing 33¢ 397 46E
Marketing and advertising 36€ 637 603
Computer expense 964 834 614
OREO expense, net 1,43¢ 31 11C

Other 3,37(C 3,43¢ 4,52t




Income before income tax expense (benefit) 4,715 7,40¢ 923

Income tax expense (benefit) 94¢€ 1,567 (2,939
Net income 3,771 5,842 3,85¢
Preferred stock dividends and accretion 567 — —
Net income available to common stockholc $ 3,20¢ $ 584z $ 3,85¢

Earnings per common share:

Basic $ 024 % 04t 3 0.2¢

Diluted $ 0.24 $ 0.4t $ 0.2¢
Weighted average common shares outstanding:

Basic 13,382,61 13,048,51 13,780,50

Diluted 13,385,41 13,061,41 13,840,75

See the accompanying notes to the consolidateddiakstatements.
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CENTER BANCORP, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY

Balance, December 31, 2006
Comprehensive income:

Net income

Other comprehensive loss, net of taxes
Total comprehensive income

Cash dividends declared on common stock ($0.
per share)

5 percent stock dividend
Issuance cost of common stock
Exercise of stock options (95,861 shares)
Stock-based compensation expense
Tax benefit related to stock-based compensatio
Treasury stock purchased (850,527 shares)
Balance, December 31, 2007
Comprehensive income:

Net income

Other comprehensive loss, net of taxes
Total comprehensive income

Cash dividends declared on common stock of
($0.36 per share)

Issuance cost of common stock
Restricted stock award (3,028 shares)
Exercise of stock options (25,583 shares)
Stock-based compensation expense
Taxes related to stock-based compensation
Treasury stock purchased (193,083 shares)
Balance, December 31, 2008
Comprehensive income:

Net income

Other comprehensive loss, net of taxes

Total comprehensive income

Issuance of preferred stock (10,000 shares) anc

warrants (86,705 shares)
Accretion of discount on preferred stock
Dividends on preferred stock

Years Ended December 31, 2009, 2008 and 2007

Accumulated
Other

Additional Comprehensive Total
Preferred Common  Paid In Retained Treasury Stockholders’
Stock Stock Capital Earnings Stock Loss Equity
(In Thousands, Except Share and per Share Data)
$ — $77,13( $4,53¢ $2598¢ $ (6,63) $ (3,41() $ 97,61
3,85¢€ 3,85¢€
(2,414 (2,419
1,447
(4,889 (4,885
9,77¢ (9,77%) —
(22) (22)
292 55¢€ 85C
151 151
15¢ 15&
(10,027 (10,027
$ — $86,90¢ $5,13¢ $15,16 $(16,100 $ (5,829 $ 85,27¢
5,84z 5,84z
(3,08¢) (3,08¢)
2,754
(4,679 (4,675
(29 (29
25 25
21 20: 224
12¢ 12¢
(78) (78)
(1,929 (1,929
$ — $86,90¢ $5,20¢ $16,30¢ $(17,796 $ (8,919 $ 81,71
3,771 3,771
(1,86 (1,864
1,90%
9,53¢ 461 10,00(
80 (80) -
(487) (487)



~ oo\

Cash dividends declared on common stock ($0.

per share) (2,439 (2,439
Issuance cost of common stock (11) (11
Exercise of stock options (9,289 shares) (19 76 57
Stock-based compensation expense 77 77
Taxes related to stock-based compensation (73 (73)
Balance, December 31, 2009 (Restated) $ 9,61¢ $97,90¢ $5,65( $17,06¢ $(17,720 $ (10,77¢) $ 101,74¢

See the accompanying notes to the consolidateddialstatements.
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CENTER BANCORP, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

Years Ended December 31,

2009
(Restated) 2008 2007

(Dollars in Thousands)
Cash flows from operating activities:
Net income $ 3,771 $ 5,84: $ 3,85¢

Adjustments to reconcile net income to net casovided by) used
in operating activities:

Depreciation and amortization 1,457 1,832 1,70(
Provision for loan losses 4,597 1,561 35C
Provision (benefit) for deferred taxes 81¢ 1,221 (4,939
Stock-based compensation expense 77 12¢ 151
Proceeds from restricted stock — 25 —
Net othe-than-temporary impairment losses 4,23¢ 1,761 —
Net gains on availak-for-sale securities (4,729 (655) (312
Net gains on sale of he-to-maturity securities — — (58¢)
Net loss on premises and equipm — 51 —
Net loss on ORE( 90t 26
Life insurance death benefit (13¢) (230) —
Increase in cash surrender value of bank-ownednigierance (2,020 (973) (893
Net amortization of securitie 79: 9C 162
Decrease in accrued interest receivable 121 381 397
Increase in other assets (1,732 (7,332 (2,055
(Decrease) increase in other liabilities (480) (4,432) 4,057
Net cash provided by (used in) operating activities 8,67t (704) 1,88¢
Cash flows from investing activities:
Proceeds from maturities of investment securitieslable-for-sale 58,20¢ 52,70: 186,37:
Proceeds from maturities, calls and paydowns airiges held to

maturity — — 9,20¢
Net purchases of restricted investment in bankks (442) (1,767) (662)
Proceeds from sales of investment securities aue@r-sale 665,82¢ 330,80¢ 56,33:
Proceeds from sales of investment securities toetdaturity — — 10,31:
Purchase of securities available-for-sale (785,04 (315,899 (204,235
Purchase of securities held to maturity — — (2,000
Net increase in loar (45,549 (125,00¢) (1,402
Purchases of premises and equipment (742) (2,882) (182)
Purchase of bank-owned life insurance (2,475 — —
Proceeds from life insurance death benefits 26€ 52€ —
Capital expenditure addition to OREO (47€) — —
Proceeds from sale of premises and equipment 1 24 —

Proceeds from sale of branch facility — 2,41¢ —



Net cash (used in) provided by investing activities (106,90 (58,627) 53,73¢

See the accompanying notes to the consolidateddialstatements.
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CENTER BANCORP, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS — (continued)

Years Ended December 31,

2009
(Restated) 2008 2007

Cash flows from financing activities:
Net increase (decrease) in depo 154,16¢ (39,53 (27,70))
Net increase (decrease) in s-term borrowings 96€ (4,52)) (8,325)
Proceeds from long-term borrowings — 55,00( 55,00(
Payments on long-term borrowings (153) (14¢) (35,000
Cash dividends on common stock (3,16€) (4,67%) (4,88%)
Cash dividends on preferred stock (425) — —
Issuance cost of common stock (11) (29) (22)
Proceeds from issuance of preferred stock and nigrra 10,00( — —
Proceeds from issuance of shares from rights offeri 11,00( — —
Tax (expense) benefit from stock based compensation (73) (78) 15E
Proceeds from exercise of stock options 57 224 85C
Purchase of treasury stock — (1,929 (20,027
Net cash provided by (used in) financing activities 172,36: 4,32¢ (29,959
Net increase (decrease) in cash and cash equis 74,13" (55,000 25,66¢
Cash and cash equivalents at beginning of year 15,03: 70,03: 44,36
Cash and cash equivalents at end of year $ 89,16¢ $ 15,03 $ 70,03
Supplemental disclosures of cash flow information:
Noncash activities

Trade date accounting settlement for investments $ 1,97¢ $ 3,51« $ =

Transfer of loans to other real estate owned — 3,94¢ —

Reclassification of held-to-maturity investmentsgties to

available-for-sale — — 113,41

Reclassification of office building from premisesdther assets — — 2,39¢
Cash paid during year for:

Interest paid on deposits and borrowings $ 23,022 $ 2361 $ 30,72¢

Income taxes 344 2,37(C BillE

See the accompanying notes to the consolidateddialstatements.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 — Summary of Significant Accounting Policies

Principles of Consolidation

The consolidated financial statements of CentercBem Inc. (the “Parent Corporation”) are prepasadhe accrual basis
and include the accounts of the Parent Corporatimhits wholly owned subsidiary, Union Center NagibBank (the “Bank”
and collectively with the Parent Corporation anel Brarent Corporation’s other direct and indiretis@diaries, the
“Corporation”). All significant inter-company accots and transactions have been eliminated frora¢hempanying
consolidated financial statements.

Business

The Parent Corporation is a bank holding compangsetprincipal activity is the ownership and managnof Union
Center National Bank as mentioned above. The Bamkiges a full range of banking services to indidatland corporate
customers through branch locations in Union andridaounties, New Jersey. Additionally, the Banigiorates residential
mortgage loans and services such loans for otfibesBank is subject to competition from other fici@hinstitutions and the
regulations of certain federal and state agencidsuadergoes periodic examinations by those regylauthorities.

Basis of Financial Statement Presentation

The consolidated financial statements have begraped in conformity with U.S. generally acceptedaamting principles.

Use of Estimates

In preparing the consolidated financial statemanemagement is required to make estimates and asismsithat affect the
reported amounts of assets and liabilities asefitite of the statement of condition and revenndsapenses for the reported
periods. Actual results could differ significanflpm those estimates. Material estimates that arécplarly susceptible to
significant change in the near term relate to theination of the allowance for loan losses, Bthan-temporary impairment
evaluation of securities, the evaluation of theamment of goodwill and the valuation of deferrad assets.

Cash and Due From Banks

Cash and Due From Banks includes cash on handaaddes due from correspondent banks includind-éueral Reserve
Bank.

Investment Securities

The Corporation accounts for its investment seiesrin accordance with Financial Accounting Staddd@oard (“FASB”)
Accounting Standards Codification (“ASC") 320-10@Beviously SFAS No. 115, “Accounting for Certditvestment in Debt
and Equity Securities”). Investments are classified the following categories: (1) held to matysecurities, for which the
Corporation has both the positive intent and abibthold until maturity, which are reported at atimed cost; (2) trading
securities, which are purchased and held pringigafl the purpose of selling in the near term aredraported at fair value with
unrealized gains and losses included in earnings|3) available-for-sale securities, which do matet the criteria of the other
two categories and which management believes mapldeprior to maturity due to changes in interasgs, prepayment, risk,
liquidity or other factors, and are reported at f@ilue, with unrealized gains and losses, neppfieable income taxes, reported
as a component of accumulated other comprehensiegnie, which is included in stockholders’ equity @&xcluded from
earnings.

Investment securities are adjusted for amortizadfopremiums and accretion of discounts, whichrasegnized on a level
yield method, as adjustments to interest incomeedtment securities gains or losses are determisiad the specific
identification method.
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Note 1 — Summary of Significant Accounting Policies (continued)

During the fourth quarter of 2007, the Corporatiealassified all of its held-to-maturity investmesetcurities to available-
for-sale. The transfer of these securities to abéét-for-sale allowed the Corporation greater fidity in managing its
investment portfolio. Investment securities wittotal of $113.4 million and a fair value of $112xfllion were transferred to
available-for-sale during the fourth quarter of 200he unrealized loss on these securities wasdedpnet of tax, as
accumulated other comprehensive income, an adjustimatockholders’ equity.

Securities are evaluated on at least a quartesdigband more frequently when market conditiongardrsuch an
evaluation, to determine whether a decline in thalue is other-than-temporary. In April 2009, #&SB issued FASB ASC
320-10-65 (previously SFAS No. 115-2 and SFAS Nrt-2, “Recognition and Presentation of Other-Thamjporary
Investments”), which was adopted as of June 309 20Be accounting standard clarifies the interactibthe factors that
should be considered when determining whether assurity is other—than-temporarily impaired. Bebt securities,
management must assess whether (a) it has thé¢ iatsell the security and (b) it is more likelathnot that it will be required
to sell the security prior to its anticipated reegn These steps are done before assessing wile¢hentity will recover the cost
basis of the investment. Prior to the June 30, 2@fiption, this assessment required managemesséotdt has both the intent
and the ability to hold a security for a periodiofe sufficient to allow for anticipated recoveryfair value to avoid
recognizing an other-than-temporary impairmentsTdiiange does not affect the need to forecast eego¥ the value of the
security through either cash flows or market price.

In instances when a determination is made thattzerdhan-temporary impairment exists but the itoedoes not intend to
sell the debt security and it is not more likelgrimmot that it will be required to sell the debtiwsdty prior to its anticipated
recovery, FASB ASC 320-10-65 changes the presentatd amount of the other-than-temporary impaitmecognized in the
income statement. The other-than-temporary impaitriseseparated into (a) the amount of the tota¢iethan-temporary
impairment related to a decrease in cash flows@ggeo be collected from the debt security (theglitdoss) and (b) the
amount of the total other-than-temporary impairnretdted to all other factors. The amount of thaltother-than-temporary
impairment related to the credit loss is recognidedugh earnings. The amount of the total otharttemporary impairment
related to all other factors is recognized throagter comprehensive income. Impairment chargeedaio investment
securities of approximately $4.2 million and $1.8ion were recognized in earnings during the yeswded December 31,
2009 and 2008, respectively. No impairment chavgere recognized during the year ended Decembe2(BY/,.

Loans Held for Sale

Mortgage loans originated and intended for sabbénsecondary market are carried at the lower stisoor estimated fair
value or fair value under the fair value option@agaating guidance for financial instruments. Fomieaarried at the lower of
cost or estimated fair value, gains and lossesam $ales (sale proceeds minus carrying valugeaceded in other income and
direct loan origination costs and fees are defeateatigination of the loan and are recognizedtireoincome upon sale of the
loan. At December 31, 2009 and 2008, the Corpardteld no loans for sale.

Loans

Loans are stated at their principal amounts lesdeferred loan origination fees. Interest incomeredited as earned except
when a loan becomes past due 90 days or more anud elgists as to the ultimate collection of inté@sprincipal; in those
cases the recognition of income is discontinue@rnisathat are past due 90 days or more that arenmtisecured and in the
process of collection will remain on an accruingibaWhen a loan is placed on non-accrual stattesgst accruals cease and
uncollected accrued interest is reversed and ctagainst current income.
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Note 1 — Summary of Significant Accounting Policies (continued)

Payments received on non-accrual loans are apgjathst principal. A loan may only be restoredri@ecruing basis when
it again becomes well secured and in the processllgction or all past due amounts have been ciglte Loan origination fees
and certain direct loan origination costs are defeand recognized over the life of the loan aadjustment to the loan’s yield
using the level yield method.

Allowance for Loan Losses

The allowance for loan losses (“allowance”) is ntaiimed at a level determined adequate to providerabable loan losses.
The allowance is increased by provisions chargegptrations and reduced by loan charge-offs, netaveries. The
allowance is based on management’s evaluationedbn portfolio considering economic conditioite ¥olume and nature of
the loan portfolio, historical loan loss experiemel individual credit situations.

Material estimates that are particularly suscegtiblsignificant change in the near-term relatiéodetermination of the
allowance for loan losses. In connection with teeednination of the allowance for loan losses, mgangnt obtains
independent appraisals for significant properties.

The ultimate collectability of a substantial portiof the Bank’s loan portfolio is susceptible t@nbes in the real estate
market and economic conditions in the State of Newgey and the impact of such conditions on thditeverthiness of the
borrowers.

Management believes that the allowance for loasel®$s adequate. While management uses availdbtenation to
recognize loan losses, future additions to theaglltce may be necessary based on changes in ecoommditions. In addition,
various regulatory agencies, as an integral pattteif examination process, periodically review Bank’'s allowance for loan
losses. Such agencies may require the Bank to mezmgdditions to the allowance based on theirrjugigts about information
available to them at the time of their examinations

The Corporation accounts for impaired loans in etaoce with FASB ASC 310-10-35 (previously SFAS Nb4,
“Accounting by Creditors for Impairment of a Loaa$ amended by SFAS No. 118, “Accounting by Creslifor Impairment of
a Loan — Income Recognition and Disclosures”). Vakie of impaired loans is based on the presenevall expected future
cash flows discounted at the loan’s effective edérate or, as a practical expedient, at the toabservable market price or at
the fair value of the collateral if the loan isletéral dependent.

The Corporation has defined its population of imgailoans to include all non-accrual and troubledtdestructuring loans.
As part of the evaluation, the Corporation revidarsmpairment all non-homogeneous loans internelassified as
substandard or below, in each instance above ablistted dollar threshold of $200,000, as welllasan-homogeneous loans
greater than $1.0 million. Smaller impaired non-legeneous loans and impaired homogeneous loanstneeasured for
specific reserves and are covered under the Cdipoigeneral reserve.

Reserve for Unfunded Commitments

The reserve for unfunded commitments is maintaateallevel believed by management to be suffidiematbsorb estimated
probable losses related to unfunded credit faeditind is included in other liabilities in the calidated statements of condition.
The determination of the adequacy of the reserbased upon an evaluation of the unfunded crediiitfas, including an
assessment of historical commitment utilizationexignce, and credit risk. Net adjustments to tlseme= for unfunded
commitments are included in other expense.
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Premises and Equipment

Land is carried at cost and bank premises and ewripat cost less accumulated depreciation basedtonated useful
lives of assets, computed principally on a stralgi@ basis. Expenditures for maintenance and reae charged to operations
as incurred; major renewals and betterments aiigatiapd. Gains and losses on sales or other dispos are recorded as a
component of other income or other expenses. IteSdper 2007, the Corporation reclassified its FlontPark office building
from premises to held-for-sale, which was includedther assets, and entered into a contract tohsglproperty. On February
29, 2008, the Corporation completed the sale opthperty for $2.4 million, which approximated tberrying value.

Other Real Estate Owned

Other real estate owned (“OREQO”), representing eriypacquired through foreclosure and held for,sale initially
recorded at fair value less cost to sell at the déforeclosure, establishing a new cost basiss&guently, valuations are
periodically performed by management and the assetsarried at the lower of carrying amount or Vailue less cost to sell.
Costs relating to holding the assets are chargedpgenses.

During the third quarter of 2009, the Corporatiotdghe residential condominium project in Unionu@ty, New Jersey,
which was carried as OREO. At December 31, 20@Ctrporation had no OREQO. The decrease from Deeefi) 2008
represented a write down of $926,000 of the cagryimlue and subsequent sale of the project inhiné ¢uarter of 2009.

Mortgage Servicing

The Corporation performs various servicing funcsiam loans owned by others. A fee, usually baseal percentage of the
outstanding principal balance of the loan, is reegifor those services. At December 31, 2009 ai0@ 2he Corporation was
servicing approximately $7.6 million and $10.0 ioifi, respectively, of loans for others.

The Corporation accounts for its servicing of fio@hassets in accordance with FASB ASC 860-50. Cbiporation
originates mortgages under plans to sell thoseslaad service the loans owned by the investor.ddrporation records
mortgage servicing rights and the loans based lative fair values at the date of sale. The balafaaortgage servicing rights
at December 31, 2009 and 2008 are immaterial t€trporation’s consolidated financial statements.

Employee Benefit Plans

The Corporation has a non-contributory pension ptarering all eligible employees up until SeptemB@r2007, at which
time the Corporation froze its defined benefit penplan. As such, all future benefit accrualshis fpension plan were
discontinued and all retirement benefits that erygds would have earned as of September 30, 200¥pweserved. The
Corporation’s policy is to fund at least the minimgontribution required by the Employee Retiremienbme Security Act of
1974. The costs associated with the plan are addraged on actuarial assumptions and includechier @xpense.

The Corporation accounts for its defined benefitgden plan in accordance with FASB ASC 715-30. FASRC 715-30
requires that the funded status of defined bepegtretirement plans be recognized on the Cormratstatement of condition
and changes in the funded status be reflectechi#zr cbmprehensive income. FASB ASC 715-30 alsoiresjgompanies to
measure the funded status of the plan as of tleedlats fiscal year-end, effective for fiscal ye@nded after December 15,
2008. Early adoption was encouraged. The Corpardiia early adopted this statement and the adogiibnot have a material
effect on the Corporation’s consolidated finansitattements.
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Stock-Based Compensation

Stock compensation accounting guidance (FASB ASE; Tompensation-Stock Compensation”) requires tifiat
compensation cost related to share-based paynagrstaittions be recognized in financial statemerhtat dost will be measured
based on the grant date fair value of the equitiability instruments issued. The stock compermsaticcounting guidance
covers a wide range of share-based compensatiangenments including stock options, restricted shkmes, performance-
based awards, share appreciation rights and emgpkiyare purchase plans.

Stock compensation accounting guidance requirétmpensation cost for all stock awards be caledland recognized
over the employees’ service period, generally defias the vesting period. For awards with gradestings compensation cost
is recognized on a straight-line basis over theliggig service period for the entire award. A Bl&dholes model is used to
estimate the fair value of stock options while tin@rket price of the Corporation’s common stockatdate of grant is used for
restricted stock awards. See Note 16 of the Not€onsolidated Financial Statements for a furtfesussion.

Earnings per Share

Basic Earnings per Share (“EPS”) is computed bjdidig income available to common shareholders leywkighted-
average number of common shares outstanding. DIERS includes any additional common shares disgbtentially dilutive
common shares were issued (e.g. stock options)Cbingoration’s weighted average common sharesamdstg for diluted
EPS include the effect of stock options outstandisigg the Treasury Stock Method, which are nduihed in the calculation
of basic EPS.

Earnings per common share have been computed bagee following:
Years Ended December 31,

2009
(Restated) 2008 2007

(In Thousands, Except per Share Amounts)

Net income $ 3771 $ 584: $ 3,85¢
Preferred stock dividends and accretion 567 — —
Net income available to common stockholders $ 3200 $ 584: $ 3,85¢
Average number of common shares outstanding 13,38: 13,04¢ 13,78:
Effect of dilutive options 3 12 60

Average number of common shares outstanding used
calculate diluted earnings per common share 13,38¢ 13,06: 13,84:

Earnings per common share:
Basic $ 024 % 04t % 0.2¢
Diluted $ 024 $ 04t % 0.2¢

Treasury Stock

The Corporation announced on March 27, 2006 te&dtard of Directors approved an increase in gs tturrent share
buyback program to 5 percent of outstanding shamsancing its then current authorization by 425 82ares to 684,965
shares. The Corporation announced on October T, @@ its Board of Directors approved an additiagmerease in its current
share buyback program to 5 percent of outstandiages, enhancing its current authorization by 6BAghares. On June 26,
2008, the Corporation announced that its Boardioddors approved an additional buyback of 649 sti&es. The total
buyback authorization has been increased to 2,83%Rares. Subject to limitations applicable toQeeporation, purchases
may be made from time to time as, in the opiniomahagement, market conditions warrant, in the oparket or in privately
negotiated transactions. Shares repurchased wéltiled to the corporate
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Note 1 — Summary of Significant Accounting Policies (continued)

treasury and will be used for future stock dividemadd other issuances. As of December 31, 2009e€CBancorp had 14.6
million shares of common stock outstanding. As eEBmber 31, 2009, the Corporation had purchas@&®,883 common
shares at an average cost per share of $11.44 thedstock buyback program as amended on Octot280%, and June 26,
2008. The repurchased shares were recorded aufyetock, which resulted in a decrease in stoakdrs! equity. Treasury
stock is recorded using the cost method and aauglgdis presented as a reduction of stockholdegsitg. For the year ended
December 31, 2009, the Corporation did not purchageof its shares.

Goodwill

The Corporation adopted the provisions of FASB AZS0-10 (previously SFAS No. 142, “Goodwill and Qtlhetangible
Assets”), which requires that goodwill to be tesimdimpairment annually, or more frequently if impnent indicators arise for
impairment. No impairment charge was deemed negefmathe years ended December 31, 2009, 2008a64d.

Comprehensive Income

Total comprehensive income includes all changesjirity during a period from transactions and othamts and
circumstances from non-owner sources. The Cormoratother comprehensive income is comprised ofalimed holding
gains and losses on securities available-for-sadeuarecognized actuarial gains and losses of tipatation’s defined benefit
pension plan, net of taxes.

Disclosure of comprehensive income for the yeadedrbecember 31, 2009, 2008 and 2007 is presemtéé i
Consolidated Statements of Changes in Stockhol&epsity and presented in detail in Note 14 of thatds to Consolidated
Financial Statements.

Bank-Owned Life Insurance

During 2001, the Corporation invested $12.5 milliorBank-Owned Life Insurance (“BOLI") to help offsthe rising cost
of employee benefits, and made subsequent invesdrime#004 of $2.5 million and in 2006 of $2.0 naifl. During 2009, the
Corporation invested $2.5 million in additional BOpolicies. The change in the cash surrender vafube BOLI was recorded
as a component of other income and amounted t@81000, $973,000 and $893,000 in 2009, 2008 and,2@8pectively.
During 2009 and 2008, the Corporation recognize2b¥100 and $230,000, respectively, in tax-free @eds in excess of
contract value on its BOLI due to the death of ieslparticipants.

Income Taxes

The Corporation recognizes deferred tax assetdiamitities for the expected future tax consequenakevents that have
been included in the financial statements or téxrns. Under this method, deferred tax assetsiahiliies are determined
based on the difference between financial statemmhtax bases of assets and liabilities, usingteddax rates expected to be
applied to taxable income in the years in whichdffferences are expected to be settled. Incomediated interest and
penalties are classified as a component of incaxexpense.

Advertising Costs

The Corporation recognizes its marketing and agieg cost as incurred. Advertising costs were $366, $637,000 and
$603,000 for the years ended December 31, 2008 200 2007, respectively.

Reclassifications

Certain reclassifications have been made in thealmated financial statements for 2008 and 20Q3btdorm to the
classifications presented in 2009.
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Note 2 — Recent Accounting Pronouncements

On June 29, 2009, the FASB issued FASB ASC 1055L(pfeviously SFAS No. 168, “Accounting Standaraslification
™ and the Hierarchy of Generally Accepted AccounBmigiciples — a replacement of FASB Statement N». 16
" (“Codification”)). This Codification is the solgource of authoritative accounting principles retogd by the FASB to be
applied by nongovernmental entities in the prepamadf financial statements in conformity with UGAAP. The Codification
is effective for financial statements issued faefim and annual periods ending after Septembe2d@, for most entities. On
the effective date, all non-SEC accounting and mémpstandards will be superseded. The Corporattopted the Codification
for the quarterly period ended. September 30, 2889¢quired, and there was not a material impathe Corporation’s
financial statements taken as a whole. In ordeage the transition to the Codification, the Caaion has provided the
Codification cross-reference along side the refegerno the standards issued and adopted prioetadbption of the
Codification.

In April 2009, the FASB issued three amendmenthédair value measurement, disclosure and ottar-tamporary
impairment standards:

 FASB ASC 820-10-65 (previously SFAS 157-4, “Detering Fair Value When the Volume and Level of Adii for
the Asset or Liability Have Significantly Decreasat Identifying Transactions that are Not Ordexly”

» FASB ASC 320-10-65 (previously SFAS 115-2 and FI&4-2, “Recognition and Presentation of Other-Than
Temporary Impairments”).

* FASB ASC 825-10 (previously SFAS 107 and APB 28Hiterim Disclosure about Fair Value of Financial
Instruments”).

FASB ASC 820-10-05 (previously SFAS No. 157, “Féadue Measurements”) defines fair value as theepiti@t would be
received to sell the asset or transfer the ligbititan orderly transaction (that is, not a fortigdidation or distressed sale)
between market participants at the measuremenuddater current market conditions. FASB ASC 820-5(pfbovides
additional guidance on identifying circumstancegwh transaction may not be considered orderly.

FASB ASC 820-10-65 provides a list of factors taaeporting entity should evaluate to determinetiviethere has been a
significant decrease in the volume and level ofvdgtfor the asset or liability in relation to norl market activity for the asset
or liability. When the reporting entity concludéste has been a significant decrease in the voanddevel of activity for the
asset or liability, further analysis of the infortioa from that market is needed and significantatipents to the related prices
may be necessary to estimate fair value in accoslmith FASB ASC 820-10-05.

FASB ASC 820-10-65 clarifies that when there haanbe significant decrease in the volume and levattivity for the
asset or liability, some transactions may not lakedy. In those situations, the entity must evaduthe weight of evidence to
determine whether the transaction is orderly.dbgdrovides a list of circumstances that may irditiaat a transaction is not
orderly. A transaction price that is not associaté@ti an orderly transaction is given little, ifygrweight when estimating fair
value.

FASB ASC 320-10-65 amends other-than-temporary impnt guidance for debt securities and expanddatiare
requirements for other-than-temporarily impairedtdind equity securities. FASB ASC 320-10-65 rezgizompanies to record
other-than-temporary impairment charges, throughiegs, if they have the intent to sell, or will redikely than not be
required to sell, an impaired debt security beforecovery of its amortized cost basis. In addjtlASB ASC 320-10-65
requires companies to record other-than-temporapairment charges through earnings for the amolueriedlit losses,
regardless of the intent or requirement to sekkd@rloss is measured as the difference betweeprtgent value of an impaired
debt security’s cash flows and its amortized cesi$ Non-credit related write-downs to fair vafoest be recorded as
decreases to accumulated other comprehensive inasiie&g as a company has no intent or requiretoesgll an
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Note 2 — Recent Accounting Pronouncements — (contied)

impaired security before a recovery of amortizest @sis. Finally, FASB 320-10-65 requires compatoerecord all
previously recorded non-credit related other-tremgorary impairment charges for debt securitiesuasulative effect
adjustments to retained earnings as of the begirofithe period of adoption.

FASB ASC 825-10-65 (previously SFAS No. 107-1 arfeBA28-1) requires disclosures about fair valuararicial
instruments for interim reporting periods of pulylitaded companies as well as in annual finarstetiements. FASB ASC
825-10 also requires those disclosures in sumndhfizancial information at interim reporting persd

All three FASB ASC's discussed herein include sabsal additional disclosure requirements. Thedife date for these
new ASC's is the same: interim and annual reponpi@gods ended after June 15, 2009. The Corporatiopted these ASC'’s at
June 30, 2009 and there was not a material impaits @onsolidated financial statements.

On May 28, 2009, the FASB issued FASB ASC 855-18\jpusly SFAS No. 165, “Subsequent Events”). UrfdkEB
ASC 855-10-05, companies are required to evaluagate and transactions that occur after the balaheet date but before the
date the financial statements are issued, or d@laita be issued in the case of non-public entif@sSB ASC 855-10-05
requires entities to recognize in the financiatesteents the effect of all events or transactioas pinovide additional evidence of
conditions that existed at the balance sheet gatielding the estimates inherent in the financr@aration process. Entities
shall not recognize the impact of events or trati@as that provide evidence about conditions thiciindt exist at the balance
sheet date but arose after that date. FASB ASC185&Iso requires entities to disclose the dateutittavhich subsequent
events have been evaluated. FASB ASC 855-10 wastief for interim and annual reporting periodsiegdafter June 15,
2009. The Corporation adopted the provisions of BASC 855-10-05 for the quarter ended June 30, 2008 adoption of
this accounting standard had no material impacherCorporation’s consolidated financial statements

On June 12, 2009, the FASB issued SFAS No. 166¢6Anting for Transfers of Financial Assets” (“FA661), which was
incorporated into ASC 860 “Transfers and Servicjragid SFAS No0.167, “Amendments to FASB Interpretatilo. 46
(Revised), which was incorporated into ASC 810 “Saidation” (“FAS 167"), which change the way eigtit account for
securitizations and special-purpose entities.

FAS 166 is a revision to FASB ASC 860-10 (previguSFAS No. 140, “Accounting for Transfers and Seing of
Financial Assets and Extinguishments of Liabilitjeend will require more information about trangef financial assets,
including securitization transactions, and whemmganies have continuing exposure to the risksaelad transferred financial
assets. FAS 166 also eliminates the concept ofialifgfing special-purpose entity”, changes the rexnents for derecognizing
financial assets and requires additional disclasure

FAS 167 changes how a company determines whentey thiat is insufficiently capitalized or is novwetrolled through
voting (or similar rights) should be consolidat&tie determination of whether a company is requioecbnsolidate an entity is
based on, among other things, an entity’s purpodedasign and a company’s ability to direct théviis of the entity that
most significantly impact the entity’s economic feemance.

Both FAS 166 and FAS 167 will be effective as @& beginning of each reporting entity’s first anniegorting period that
begins after November 15, 2009, for interim periaithin that first annual reporting period and fioterim and annual reporting
periods thereafter. Earlier application is protatitThe recognition and measurement provisionA& E66 shall be applied to
transfers that occur on or after the effective dake Corporation will adopt both FAS 166 and FAS bn January 1, 2010, as
required. The Corporation is currently assessiegrtipact this adoption may have on the Corporatioonsolidated financial
statements.
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Note 2 — Recent Accounting Pronouncements — (contied)

In November 2008, the SEC released a proposed @@adegarding the potential use by U.S. issuersahtial statements
prepared in accordance with International FinariReghorting Standards (“IFRS”). IFRS is a comprehenseries of
accounting standards published by the Internatidoabunting Standards Board. Under the proposedimap, the Company
may be required to prepare financial statemenée@ordance with IFRS as early as 2014. The SEQweike a determination in
2011 regarding the mandatory adoption of IFRS. Chmpany is currently assessing the impact thatpibtiential change would
have on its consolidated financial statements,iwdl continue to monitor the development of thetential implementation of
IFRS.

In December 2008, the FASB issued FASB ASC 7152Q-¢previously FSP FAS 132(R)-1 “Employers’ Dislioes
about Postretirement Benefit Plan Assets”). Thi€A®nends FASB ASC 715-20-65-2 (previously SFAS R3Z([Employers’
Disclosures about Pensions and Other PostretireBengfits”) to provide guidance on an employer'sctisures about plan
assets of a defined benefit pension or other piretneent plan. The disclosures about plan assqtsreel by this ASC shall be
provided for fiscal years ending after December2®9. The Corporation has adopted this standatdrenadoption had no
material impact on the Corporation’s consolidaiedricial statements.

Note 3 — Cash and Due from Banks

The subsidiary bank, Union Center National Bankintaéned cash balances reserved to meet regulegqnirements of the
Federal Reserve Board of approximately $4,050,0@0%2,900,000 at December 31, 2009 and 2008, riagpkyc

Note 4 — Investment Securities

The following tables present information relatedite Corporation’s portfolio of securities availetfbr-sale at December
31, 2009 and 2008.

December 31, 2009

Gross Unrealized Losses

Gross
Amortized Unrealized Non-Credit Estimated
Cost Gains OTTI Other Fair Value

(Dollars in Thousands)

Securities Available-for-Sale:

U.S. Treasury and agency securities $ 2,08 $ - $ — 3 — 3 2,08¢
Federal agency obligations 216,64( 592 — (2,647 214,58!
Obligations of U.S. states and political

subdivisions 19,68¢ 77 — (484) 19,28:
Trust preferred securities 34,40 118 (2,457) (5,34%) 26,71t
Other debt securities 33,317 76 (2,37)) (1,209 29,92
Equity securities 5,93¢ 42 — (445) 5,53
Total $ 312,07 $ 90C $ (4,82f) $(10,02) $ 298,12
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Note 4 — Investment Securities — (continued)
December 31, 2008

Gross Gross
Amortized Unrealized Unrealized Estimated
Cost Gains Losses Fair Value

(Dollars in Thousands)

Securities Available-for-Sale:

U.S. Treasury and agency securities $ 10C $ — $ — 8 10C
Federal agency obligations 81,91¢ 1,087 (209) 82,79
Obligations of U.S. states and political subdivisio 51,92¢ 43€ (26¢) 52,09
Trust preferred securities 39,05( — (7,279) 31,77:
Other debt securities 63,10¢ 82 (3,829 59,36:
Equity securities 17,24% — (657) 16,59(

Total $ 25334t $ 1,60F $(12,23) $ 242,71

All of the Corporation’s investment securities alassified as available-for-sale at December 3092ihd 2008. The
available-for-sale securities are reported atvialue with unrealized gains or losses includedjuity, net of taxes.
Accordingly, the carrying value of such securitieBects their fair value at the balance sheet.d&é& value is based upon
either quoted market prices, or in certain casesrgvthere is limited activity in the market forarficular instrument,
assumptions are made to determine their fair v&ee.Note 18 of the Notes to Consolidated Finaigtetements for a further
discussion.

The following table presents information for inwesits in securities available-for-sale at Decen3ie2009, based on
scheduled maturities. Actual maturities can be etgukto differ from scheduled maturities due topasement or early call
options of the issuer.

Available-for-Sale

Amortized Estimated
Cost Fair Value

(Dollars in Thousands)

Due in one year or less $ 1852 $ 1,857
Due after one year through five years 7,10z 6,23
Due after five years through ten years 52,65¢ 51,35(
Due after ten years 244 ,52¢ 233,15:
Equity securities 5,93¢ 5,53:

Total investment securities $ 312,07 $ 298,12

During 2009, securities sold from the Corporaticavailable-for-sale portfolio amounted to approxiena$665.8 million.
The gross realized gains on securities sold amduntapproximately $5,897,000, while the grossizedllosses amounted to
approximately $1,168,000 in 2009. During 2009, @weporation recorded a $140,000 other-than-temponapairment charge
on its Lehman Brothers corporate bond, $3,433,006vo pooled trust preferred securities, $188,00@hoee variable rate
private label CMOs, $364,000 on charge to earniafgding to the court ordered liquidation of thesBeve Primary Fund, and
$113,000 of write-downs relating to one equity lirddin bank stocks. During 2008, securities sotarfithe Corporation’s
available-for-sale portfolio amounted to approxieiat$330.8 million. The gross realized gains orusigies sold amounted to
approximately $818,000, while the gross realizesdés amounted to approximately $163,000 in 2008nB2008, the
Corporation incurred a $1.3 million charge relatioga Lehman Brothers corporate bond and $461,000ite-downs relating
to three equity holdings in bank stocks.
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Note 4 — Investment Securities — (continued)
Other-than-Temporarily Impaired Investments

Summary of Other-than-Temporary Impairment Charges

Years Ended December 31,

2009 2008

(Dollars in Thousands)

Equity securities $ 11z $ 461
Debt securities 4,12¢ 1,30(
Total other-than-temporary impairment charges $ 423t $ 1,761

The Corporation performs regular analysis on ttelable-for-sale securities portfolio to determimeether a decline in fair
value indicates that an investment is other-thampterarily impaired in accordance with FASB ASC 32D-FASB ASC 320-10
requires companies to record other-than-temporapairment (“OTTI") charges, through earnings, gythave the intent to
sell, or more likely than not be required to safl,impaired debt security before recovery of it®aired cost basis. If the
Corporation intends to sell or it is more likelyathnot it will be required to sell the security dxef recovery of its amortized cost
basis, less any current period credit loss, the I8 lecognized in earnings equal to the entiréedéince between the
investment’s amortized cost basis and its estimiatiedalue at the balance sheet date. If the Qaitpmn does not intend to sell
the security and it is more likely than not thag #ntity will be required to sell the security befoecovery of its amortized cost
basis less any current period loss, and as sudatétmines that a decline in fair value is othanttemporary, the OTTI is
separated into the amount representing the ciesitdnd the amount related to all other factors.arhount of the OTTI related
to the credit loss is determined based on the ptesdue of cash flows expected to be collectediamdcognized in earnings.
The amount of the total OTTI related to other fagtis recognized in other comprehensive incomephapplicable taxes. The
previous amortized cost basis less the OTTI reaaghin earnings becomes the new amortized cost ba#lie investment.

The Corporation reviews all securities for potdmégognition of other-than-temporary impairmenteTCorporation
maintains a watch list for the identification andmitoring of securities experiencing problems tiegfuire a heightened level of
review. This could include credit rating downgrades

The Corporation’s assessment of whether an invegtmehe portfolio of assets is other than temppnacludes factors
such as whether the issuer has defaulted on s@wgayments, announced restructuring and/or fdet&nkruptcy, has
disclosed severe liquidity problems that cannotdselved, disclosed deteriorating financial cowditor sustained significant
losses.
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Note 4 — Investment Securities — (continued)

The following table presents detailed information éach trust preferred security held by the Cafion which has at least
one rating below investment grade.

Expected
Deferrals Deferral/
and Defaults as
Lowest Number of  Defaults % of
Single Gross Credit Banks as % of Remaining
Issuer or  Class/ Book Estimated Unrealized Rating Currently Original Performing
Deal Name Pooled  Tranche Value Fair Value Gain (Loss) Assigned Performing Collateral  Collateral
(Dollars in Thousands)
Countrywide Capital IV Single — $1,76¢$ 151¢ $ (250 BB 1 None None
Countrywide Capital V Single — 2,74 2,36¢ (381) BB 1 None None
Countrywide Capital V Single — 25C 21F (35) BB 1 None None
NPB Capital Trust | Single — 89¢ 754 (1449 NR 1 None None
Citigroup Cap IX Single — 991 73€ (25%) B+ 1 None None
Citigroup Cap IX Single — 1,901 1,42(C (481) B+ 1 None None
Citigroup Cap XI Single — 24t 184 (62) B+ 1 None None
IBC Cap Fin Il Single — 667 338 (339 NR 1 None None
BFC Capital Trust Single — 1,34¢ 1,461 11z NR 1 None None
BAC Capital Trust X Single — 2,49¢ 2,004 (492) BB 1 None None
Nationsbank Cap Trust | Single — 1,56¢ 1,09t (473) BB 1 None None
Bank of Florida
Junior Sub Debt Single — 3,00( 2,10(¢ (900) NR 1 None None
ALESCO Preferred Funding VI Poolec Cc2 665 34 (6371) Ce 68 31.%% 62.4%
ALESCO Preferred Funding VI Poolec C1 2,041 215 (1,82¢) Ce 69 22.% 53.2%

At December 31, 2009, excess subordination as@ptge of remaining performing collateral for K&iEESCO Preferred
Funding VI and VIl investments were -31.1 percamnt e21.0 percent, respectively. Excess subordinasithe amount of
performing collateral above the amount of outstagdiollateral underlying each class of the secufibe Excess Subordination
as a Percent of Remaining Performing Collaterdbcts the difference between the performing calidtand the collateral
underlying each security divided by the performiéndlateral. A negative number results when the pgugiollateral is less than
the collateral underlying each class of the segufitiow or negative number decreases the likelthobfull repayment of
principal and interest accordingly to original aatual terms.

The Corporation owns two pooled trust preferredisges (“Pooled TRUPS”), which consists of sedestissued by
financial institutions and insurances companiestaadCorporation holds the mezzanine tranche df securities. Senior
tranches generally are protected from defaultsvey-oollateralization and cash flow default proimctprovided by
subordinated tranches, with senior tranches hahiagreatest protection and mezzanine tranchesdinhted to the senior
tranches. Our analysis of these Pooled TRUPSwatlsn the scope of EITF 99-20 and uses a discalossh flow model to
determine the total OTTI loss. The model consideesstructure and term and the financial conditbthe underlying issuers.
Specifically, the model details interest ratesn@ipal balances of note classes and underlyingissand the allocation of the
payments to the note classes according to a griofipayments specified in the offering circuladandenture. The current
estimate of expected cash flows is based on thé mosnt trustee reports and other relevant mamkatmation including
announcements of interest payment deferrals outtefaf underlying trust preferred securities. Asptions used in the model
include defaults rates, default rate timing proéited recovery rates. We assume no prepaymentess ftooled TRUPS were
issued at comparatively tight spreads and as shefe is little incentive if any to prepay.
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Note 4 — Investment Securities — (continued)

One of the Pooled TRUPS has incurred its thirdrinfgtion of cash flow payments to date. Managemeviewed the
expected cash flow analysis and credit supporeterdine if it was probable that all principal anterest would be repaid, and
recorded a $1.060 million other-than-temporary impant charge for the three months ended Decenthe2@®9 and $2.460
million for the twelve months ended December 30)2avhich represents 79.7 percent of the par amafub®.1 million. The
new cost basis for this security has been writ@mrdto $665,000. The other Pooled TRUP incurrefirgs interruption of cash
flow payment in the fourth quarter of 2009. Manageidetermined that an other-than-temporary impaitrexists on this
security as well and recorded a $973,000 chargegltine fourth quarter of 2009, which represent8 &rcent of the par
amount of $3.0 million. The new cost basis for #esurity has been written down to $2.0 million.

During the first quarter of 2009, the Corporatieaarded a $140,000 other-than-temporary impairrdeatge on its
Lehman Brothers bond holding. Through June 30, 200fr-than-temporary impairment charges takethisnbond amounted
to $1,440,000. As part of the Corporation’s taatsgies, management elected to sell the Lehman bhaldéhg during the third
quarter of 2009.

Credit Loss Portion of OTTI Recognized in Earningidebt Securities

(Dollars in
Thousands)
Balance of credit-related OTTI at January 1, 2009 $ —
Addition:
Credit losses for which other-than-temporary impaint was not previously recognized 3,761
Reduction:
Credit losses for securities sold during the period (240)
Balance of credit-related OTTI at December 31, 2009 $ 3,621

The Corporation owns three variable rate privabell@ollateralized mortgage obligations (CMOSs), atthivere also
evaluated for impairment. The Variable Rate Cotkdtzed Mortgage Obligations were originally issue@006 and are 30 year
Adjustable Rate Mortgage loans secured by a faat Fully amortizing one-to-four residential maatge loans. The tranche
purchased was a Super Senior with an original trating of AAA/AAA. The top five states geograplioncentration
comprised in the deal were California 18.2 percarizona 10.5 percent, Virginia 6.1 percent, Flar#l5 percent and Nevada
6.3 percent. No one state exceeded a 25 percecémiation. These states have been heavily impéstéae financial crises
and as such have sustained heavy delinquenciesiaffehe credit rating of the security. Managentead applied aggressive
default rates to identify if any credit impairmenists, as these bonds were downgraded to belosgiment grade. These
bonds are currently paying with no interruptiorcagh flow. As such, management determined thatter-than-temporary
impairment charge exists and recorded a $188,006 down to the bonds, which represents 3.4 perftite par amount of
$5.6 million. The new cost basis for these se@sitias been written down to $5.4 million.

During 2009, the Corporation recorded $113,000tbécthan-temporary impairment charges relatingrte equity holding
in bank stocks. Due to the deterioration in thekimfinancial condition and that near term prospéctmarket value recovery
appear remote, management determined that thetetipado recover its cost is not temporary. Astsubis equity was written
down to fair market value at the time of evaluatiwhich was December 31, 2009.

The Corporation’s investment portfolio also corssist overnight investments that were made intodRbserve Primary Fund
(the “Fund”), a money market fund registered with Securities and Exchange Commission as an ineasttompany under
the Investment Company Act of 1940. On SeptembgeP@@8, the Fund announced that redemptions oésladrthe Fund were
suspended pursuant to an SEC order so that anyolideidation could be effected for the protectiohthe Fund’s investors.
Through December 31,
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Note 4 — Investment Securities — (continued)

2009, the Corporation has received five distrimgifrom the Fund, totaling approximately 92 pera#rits outstanding
balance, leaving a remaining outstanding balant¢lesrFund of $2.943 million. On January 29, 20E0part of the court order
liquidation of the Fund, the Corporation receivesxh distribution or $2.446 million, bringing &dtdistributions to date to
approximately 99 percent. During the fourth quaoe?009, the Corporation recorded a $364,000ppraimately 1 percent,
other-than-temporary impairment charge to earnieiging to this court order liquidation of the EuiThe Corporation’s
outstanding carrying balance in the Fund as ofdignal, 2010 totaled $133,000.

During the third quarter of 2008, the Corporatienagnized a $1.2 million other-than-temporary impaint charge on a
Lehman Brothers corporate bond as a result of LehBrathers’ September bankruptcy filing. The Cogimm deemed it
prudent to mark the security down to what the Crafion believes it would receive from the bankryptcoceedings as
opposed to an attempted sale into an illiquid maiRaring the fourth quarter, the Corporation t@rkadditional impairment
charge of $100,000 on the same bond. The Corparfitéal its claims under the Bankruptcy and recéinetification that
Lehman will be afforded a longer time for liquidatithan originally announced in order to maximiaéue returns on the sold
assets. Management will continue to monitor theitigtion process, re-test values during that peaiwadi adjust carrying value if
necessary.

During 2008, the Corporation recorded $461,000tbéethan-temporary impairment charges relatintntee equity
holdings in bank stocks. These equities were writtewn to fair value.

Temporarily Impaired Investments

For all other securities, the Corporation doeshatieve that the unrealized losses, which were cm@g of eighty
investment securities as of December 31, 2009¢esemt an other-than-temporary impairment. The grossalized losses
associated with U.S. Treasury and Agency secuatiesFederal agency obligations, mortgage-backadites, corporate
bonds and tax-exempt securities are not considerbd other than temporary because their unrealos=es are related to
changes in interest rates and do not affect theagd cash flows of the underlying collateral sués.

Factors affecting the market price include cregit,rmarket risk, interest rates, economic cyces liquidity risk. The
magnitude of any unrealized loss may be affectethéyelative concentration of the Corporation\sgistment in any one issuer
or industry. The Corporation has established peditd reduce exposure through diversification ocemtration of the
investment portfolio including limits on concenteats to any one issuer. The Corporation believesrthestment portfolio is
prudently diversified.

The decline in value is related to a change irr@sterates and subsequent change in credit sprequised for these issues
affecting market price. All issues are performimgl @re expected to continue to perform in accoreavith their respective
contractual terms and conditions. Short to inteliatedaverage durations and in certain cases mopthigipal payments should
reduce further market value exposure to increasestés.

The Corporation evaluates all securities with ulized losses quarterly to determine whether the issther than
temporary. Unrealized losses in the mortgage-baskedrities category consist primarily of U.S. ameand private issue
collateralized mortgage obligations. Unrealizedéssin the corporate debt securities category spboksingle name corporate
trust preferred securities, pooled trust prefesecurities and corporate debt securities issuddre financial institutions. The
decline in fair value is due in large part to thek of an active trading market for these secwritithanges in market credit
spreads and rating agency downgrades. For collaggianortgage obligations, management reviewe@ebga cash flows and
credit support to determine if it was probable gdaprincipal and interest would be repaid. Nof¢he corporate issuers have
defaulted on interest payments. Management condltige these securities, other than the previomggtioned two Pooled
TRUPS, two private label CMOs, one equity holdimgl &s investment in the Primary Reserve Fundsewet other-than-
temporarily impaired at December 31, 2009. Future
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Note 4 — Investment Securities — (continued)

deterioration in the cash flow on collateralizedrtgage obligations or the credit quality of thesegé financial institution
issuers of corporate debt securities could resufnpairment charges in the future.

In determining that the securities giving risette previously mentioned unrealized losses werethar than temporary, the
Corporation evaluated the factors cited above, wthe Corporation considers when assessing whatkecurity is other-than-
temporarily impaired. In making these evaluatidres Corporation must exercise considerable judgmfedordingly there can
be no assurance that the actual results will rfterdrom the Corporation’s judgments and that sdifferences may not require
the future recognition of other-than-temporary iimp&nt charges that could have a material affecherCorporation’s
financial position and results of operations. lditidn, the value of, and the realization of angs@n, an investment security is
subject to numerous risks as cited above.

The following tables indicate gross unrealized ésssot recognized in income and fair value, agdesbly investment
category and the length of time individual secesithave been in a continuous unrealized loss positiDecember 31, 2009
and December 31, 2008:

December 31, 2009

Total Less Than 12 Months 12 Months or Longer
Fair Unrealized Fair Unrealized Fair Unrealized
Value Losses Value Losses Value Losses

(Dollars in Thousands)

Available-for-Sale:

Federal Agency Obligations $ 120,50 $ (2,647 $ 120,40: $ (2,64¢) $ 102 $ Q)
Obligations of U.S. states anc
political subdivisions 7,181 (484) 6,297 (45§) 884 (26)
Trust preferred securities 25,25: (7,807) 3,717 (1,239 21,53¢ (6,56¢)
Other debt securities 22,81t (3,472) 11,86¢ (55) 10,95 (3,415
Equity securities 1,317 (44%) — — 1,317 (44%)
Total temporarily impaired
securities $ 177,07C $ (14,850 $ 142,28( $ (4,399 $ 34,79C $ (10,45)
December 31, 2008
Total Less than 12 Months 12 Months or Longer
Fair Unrealized Fair Unrealized Fair Unrealized
Value Losses Value Losses Value Losses

(Dollars in Thousands)
Available-for-Sale:
Federal Agency Obligations $ 16,11¢ $ (209 $ 2471 $ 1) $ 1364. $ (2098
Obligations of U.S. states anc

political subdivisions 9,54% (26¢) 8,74( (155) 802 (113)
Trust preferred securities 28,10: (7,279 1,48¢ (16) 26,61¢ (7,267)
Other debt securities 48,20¢ (3,829 16,35¢ (1,540 31,85( (2,289
Equity securities 50C (657) — — 50C (657)

Total temporarily impaired
securities $ 102,47 $(12,23)) $ 29,06( $ (1,712) $ 73,41. $ (10,52Y

Investment securities having a carrying value grapimately $185.9 million and $149.8 million at &enber 31, 2009 and
2008, respectively, were pledged to secure pulgipodits, short-term borrowings, and FHLB advancesfar other purposes
required or permitted by law.
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Note 5 — Loans and the Allowance for Loan Losses
The following table sets forth the composition leé ICorporation’s loan portfolio, net of deferreédeand costs, at
December 31, 2009 and 2008, respectively:

2009
(Restated) 2008

(Dollars in Thousands)

Real estate — residential mortgage $191,19¢ $ 240,88!
Real estate — commercial 410,05¢ 358,39
Commercial and industrial 117,91: 75,41"
Installment 43¢ 1,50¢

Total loans $719,60¢ $ 676,20:

Included in the loan balances above are net deféoem costs of $391,000 and $572,000 at Decenthe2@9 and 2008,
respectively.

At December 31, 2009 and 2008, loans to officetsdirectors aggregated approximately $9,006,000637893,000,
respectively. During the year ended December 309 2the Corporation made new loans to officersdirettors in the amount
of $6,075,000; payments by such persons during 20@8gated $962,000.

Management is of the opinion that the above loaai®wnade on the same terms and conditions as phegailing for
comparable transactions with non-related borrowers.

A summary of the activity in the allowance for |dasses is as follows:

2009
(Restated) 2008 2007
(Dollars in Thousands)
Balance at the beginning of year $ 6,25¢ $ 5160 $ 4,96(
Provision for loan losses 4,597 1,561 35C
Loans charged-off (2,152) (499 (15€)
Recoveries on loans previously charged-off 12 29 9
Balance at the end of year $ 8,711 $ 6,25¢ $ 5,16°

The amount of interest income that would have veearded on non-accrual loans in 2009, 2008 and 2@d payments
remained in accordance with the original contradterans was $431,000, $37,000 and $160,000, reispbct

At December 31, 2009, total impaired loans were@pmately $12,211,000 as compared to $634,000egebber 31,
2008. The amount of related valuation allowances $i3565,000 at December 31, 2009 and none at Deeedd, 2008. The
amount of impaired loans with specific reserves $&356,000 while $5,455,000 of impaired loans hadpecific reserves.
The Corporation’s total average impaired loans v#253,000 during 2009, $525,000 during 2008,%h848,000 during
2007.

At December 31, 2009, there were no commitmenisrid additional funds to borrowers whose loans were-accrual or
contractually past due in excess of 90 days afidstiruing interest.

The policy of the Corporation is to generally graommercial, mortgage and installment loans to Newsey residents and
businesses within its market area. The borrowdniditias to repay their obligations are dependgrdgruvarious factors
including the borrowers’ income and net worth, clisWvs generated by the borrowers’ underlying deflal, value of the
underlying collateral, and priority of the Bankieri on the property. Such factors are dependent uagous economic
conditions and individual circumstances beyondcitatrol of the Corporation. The Corporation is #fere subject to risk of
loss. The Corporation believes
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Note 5 — Loans and the Allowance for Loan Losses (eontinued)

its lending policies and procedures adequatelymiize the potential exposure to such risks andatatjuate provisions for
loan losses are provided for all known and inherisks. Collateral and/or personal guaranteesegeired for virtually all
loans.

Note 6 — Premises and Equipment

Premises and equipment are summarized as follows:

Estimated
Useful
Life (Years) 2009 2008

(Dollars in Thousands)

Land $ 3447 $ 3,441
Buildings 5-4C 16,20( 16,18:
Furniture, fixtures and equipment 2-2C 16,22: 15,93:
Leasehold improvements 5-3C 1,83¢ 1,73¢
Subtotal 37,70¢ 37,297
Less: accumulated depreciation and amortization 19,84¢ 18,80¢

Total premises and equipment, net $ 17,86( $ 18,48¢

Depreciation and amortization expense of premisdseguipment for the three years ended Decembe&(8B, amounted to
$1,369,000 in 2009, $1,738,000 in 2008 and $1, 58P0 2007, respectively.

Note 7 — Goodwill and Other Intangible Assets

Goodwill

Goodwill allocated to the Corporation as of Decengie 2009 and 2008 was $16,804,000. There werhanges in the
carrying amount of goodwill during the fiscal yearsdled December 31, 2009 and 2008.

The table below provides information regarding ¢herying amounts and accumulated amortization afréized intangible
assets as of the noted periods ended.

Gross Accumulated Net
Carrying Carrying
Amount Amortization Amount

(Dollars in Thousands)

As of December 31, 2009:

Core deposits $ 70 $ (479 % 224
Total intangible assets 702 (479) 224
As of December 31, 2008:

Core deposits $ 702 $ (399 ¢ 30¢
Total intangible assets 703 (397) 30¢€
As of December 31, 2007:

Core deposits $ 70 $ (309 % 40C
Total intangible assets $ 702 $ (309 $ 40c

The current year and estimated future amortizagikpense for amortized intangible assets was $8Z¢3D09 and
$69,000, $56,000, $44,000, $31,000 and $18,00pectisely, for the subsequent five-year period2@if0, 2011, 2012, 2013
and 2014.
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Note 8 — Deposits

The table below provides information regardingdlggregate amount and maturity of time certificatedeposit of
$100,000 or more as of December 31, 2009.

Amount
(Dollars in
Thousands)
Due in one year or less $ 141,82°
Due in 2011 2,11¢
Due in 2012 753
Due in 2013 103
Total certificates of deposit $100 or more $ 144,80:
Note 9 — Borrowed Funds
Short-term borrowings at December 31, 2009 and 2008isted of the following:
2009 2008

(Dollars in Thousands)

Securities sold under agreements to repurchase $ 46,10¢ $ 30,14
Federal funds purchased and FHLB short-term ad®ance — 15,00(
Total short-term borrowings $ 46,10¢ $ 45,14

The weighted average interest rate for short-tesmowings at December 31, 2009 and 2008 was 1.8&peand 1.51
percent, respectively.

Long-term borrowings at December 31, 2009 and 2@08isted of the following:
2009 2008

(Dollars in Thousands)

FHLB long-term advances $170,14: $ 170,29
Securities sold under agreements to repurchase 53,00( 53,00(
Total long-term borrowings $223,14: $ 223,29

Securities sold under agreements to repurchasevaedge balances of $87.9 million and $94.9 milfarthe years ended
December 31, 2009 and 2008, respectively. The maximmount outstanding at any month end during 20@02008 was
$111.5 million and $106.0 million, respectively.eTaverage interest rate paid on securities soldruamgreements to repurchase
were 3.52 percent and 3.70 percent for the yeatsceBDecember 31, 2009 and 2008, respectively. @Qytarfederal funds
purchased averaged $0.5 million during 2009 as emetpto $14.1 million during 2008.

The weighted average interest rates on long temmoings at December 31, 2009 and 2008 were 4.8&peand 4.34
percent, respectively. The maximum amount outstandt any month-end during 2009 and 2008 was $228li®n and $223.3
million, respectively. The average interest rataisl pn Federal Home Loan Bank advances were 4 @@ipieand 4.18 percent
for the years ended December 31, 2009 and 20Q&ctegely.

At December 31, 2009 and 2008, advances from tdereeEHome Loan Bank of New York (“FHLB") amountex$170.1
million and $170.3 million, respectively. The FHIa8lvances had a weighted average interest rat@®fpércent and 4.09
percent at December 31, 2009 and 2008, respectiVbebse advances are secured by pledges of FHICR, ste- 4 family
residential mortgages, commercial real estate rageg
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Note 9 — Borrowed Funds — (continued)

and U.S. Government and Federal Agency obligatibhse.advances are subject to quarterly call prousat the discretion of
the FHLB and at December 31, 2009 and 2008, argaminally scheduled for repayment as follows:

2009 2008

(Dollars in Thousands)

2010 $ 40,14 $ 40,29
2011 10,00( 10,00(
2013 5,00( 5,00(
2016 20,00(¢ 20,00(
2017 55,00( 55,00(
2018 40,00( 40,00(

Total $170,14. $ 170,29

The securities sold under repurchase agreementheo counterparties included in long-term dehdlest $53.0 million at
December 31, 2009 and $53.0 million at DecembeRB@8. The weighted average rate at December B, 20d 2008 was
5.23 percent and 4.54 percent, respectively. Thedide for contractual repayment is as follows:

2009 2008

(Dollars in Thousands)

2011 $ 12,00 $ 12,00(
2015 10,00( 10,00(
2017 15,00( 15,00(
2018 16,00( 16,00(

Total $ 53,000 $ 53,00(

Note 10 — Subordinated Debentures

During 2003, the Corporation formed a statutoryitess trust, which exists for the exclusive purpafsg) issuing Trust
Securities representing undivided beneficial irgerén the assets of the Trust; (ii) investingghess proceeds of the Trust
securities in junior subordinated deferrable irdedebentures (subordinated debentures) of theoCatipn; and (iii) engaging
in only those activities necessary or incidental#ho. These subordinated debentures and thedétmieme effects are not
eliminated in the consolidated financial statemeistshe statutory business trust is not consolidiataccordance with FASB
ASC 810-10 (previously FASB Interpretation No. 45(Ronsolidation of Variable Interest Entities”)idixibutions on the
subordinated debentures owned by the subsidiasysthelow have been classified as interest exgaritee Consolidated
Statements of Income.

The following table summarizes the mandatory reddsentrust preferred securities of the Corporatidtatutory Trust ||
at December 31, 2009.

Redeemable by

Securities Liquidation Coupon Issuer
Issuance Date Issued Value Rate Maturity Beginning
12/19/03 $5,000,000 $1,000 per Floating 3-month  01/23/2034 01/23/2009
Capital LIBOR + 285
Security Basis Points
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Note 11 — Income Taxes

The current and deferred amounts of income taxreseéoenefit) for the years ended December 31,,2003 and 2007,
respectively, are as follows:

2009
(Restated) 2008 2007
(Dollars in Thousands)

Current:
Federal $ (19 $ 104 $ 1,69
State 14¢ 24z 31z
Subtotal 127 34¢€ 2,00¢
Deferred:
Federal 824 1,18¢ (3,73))
State 5) 37 (1,20¢)
Subtotal 81¢ 1,221 (4,939

Income tax expense (benefit) $ 94¢ $ 1567 $ (2,939

During the fourth quarter of 2006, the Corporatffected an internal entity structure reorganizatbits subsidiary
companies to streamline and consolidate the vagahbsidiary companies. We simplified our structoyeeducing the number
of operating subsidiary entities. Plans of liquidatwere adopted and affected for 2006 and thigltexsin a $2.6 million
federal tax benefit of which $1.4 million is refted in the 2006 current net tax benefit. The ligtiish was completed in
November of 2007 and as a result for the year ebgm@mber 31, 2007, the Corporation recognizeddditianal $2.4 million
federal tax benefit of which $1.3 million is refted in the 2007 current net tax benefit.

Reconciliation between the amount of reported inedax expense and the amount computed by applyagtatutory
Federal income tax rate is as follows:

2009
(Restated) 2008 2007
(Dollars in Thousands)

Income before income tax expense $4,71% $7,40¢ $ 92¢
Federal statutory rate 34% 34% 34%

Computed “expected” Federal income tax expense 1,604 2,51¢ 314

State tax, net of Federal tax benefit 93 184 (597

Bank-owned life insurance (399 (409) (313)

Tax-exempt interest and dividends (339 (79¢) (2,080

Internal entity reorganization of subsidiaries — — (1,285)

Other, net (24) 71 22

Income tax expense (benefit) $ 94¢ $1,567% $ (2,939
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Note 11 — Income Taxes — (continued)
The tax effects of temporary differences that gise to significant portions of the deferred tazetsand deferred tax
liability at December 31, 2009 and 2008 are prexkhelow:

2009
(Restated) 2008

(Dollars in Thousands)

Deferred tax assets:

Impaired assets $ 1661 $ 67€
Allowance for loan losses 3,29¢ 2,31¢
Employee benefit plans 54 165
Unrealized loss on securities available-for-sale tax benefits related to

adoption of FASB ASC 715-10 (previously known asSBANo. 158) 7,08¢ 5,80(
Other 507 40¢€
Federal NOL and AMT credits 4777 7,42¢
State NOL and AMA credits 1,86¢ 2,152
Total deferred tax assets $ 19,24¢ $ 18,93¢
Deferred tax liabilities:
Depreciation $ 24 % 23t
Market discount accretion 61 10¢
Deferred loan costs, net of fees 50z 581
Purchase accounting 8¢9 13C
Total deferred tax liabilities 89t 1,05¢

Net deferred tax asset $ 1835 $ 17,88t

Based on the Corporation’s historical and currarable income and the projected future taxablenrgaonanagement
believes it is more likely than not that the Comlimn will realize the benefit of the net deduatibémporary differences
existing at December 31, 2009 and 2008, respegtivel

At December 31, 2009, the Corporation has fedeme tax loss carry forwards of approximately $8illion, which
have expirations beginning in the year 2020 andstats income tax loss carry forwards of approxatya$27.8 million, which
have expirations beginning in the year 2011.

In assessing the realization of deferred tax asseteagement considers whether it is more likedy thot that some portion
or all of the deferred tax assets will not be m=di The ultimate realization of deferred tax asisetiependant upon the
generation of future taxable income during periodahich those temporary differences become debiegstManagement
considers the scheduled reversal of deferred @diilies, the projected future taxable income, tdplanning strategies in
making this assessment. During 2009 and 2008, las#uke level of historical taxable income and ectipns for future taxable
income over the periods in which the deferred &sets are deductible, the Corporation believes¢heeferred tax assets are
more likely than not to be realized.

The Corporation’s federal income tax returns arenognd subject to examination from the 2006 taxneyear and forward.
The Corporation’s state income tax returns are igdigeopen from the 2006 and later tax return ydmsed on individual state
statute of limitations.

Note 12 — Commitments, Contingencies and Concentiians of Credit Risk

In the normal course of business, the Corporatasdutstanding commitments and contingent liabgdlitsuch as standby
and commercial letters of credit, unused portionges of credit and commitments to extend varityees of credit.
Commitments to extend credit and standby lettexsedit generally do not exceed one year.
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Note 12 — Commitments, Contingencies and Concentiians of Credit Risk — (continued)

These financial instruments involve, to varying &g, elements of credit risk in excess of the artsorecognized in the
consolidated financial statements. The commitmegbatract amount of these financial instrumentnisndicator of the
Corporation’s level of involvement in each typemdtrument as well as the exposure to credit loshe event of non-
performance by the other party to the financialrimaent.

The Corporation controls the credit risk of thesaificial instruments through credit approvals, tnaind monitoring
procedures. To minimize potential credit risk, @a@poration generally requires collateral and otiredit-related terms and
conditions from the customer. In the opinion of mg@ment, the financial condition of the Corporatidgt not be materially
affected by the final outcome of these commitmeanis$ contingent liabilities.

A substantial portion of the Bank’s loans is sedurg real estate located in New Jersey. Accordinbly collectability of a
substantial portion of the loan portfolio of therl8as susceptible to changes in the real estat&ehar

The following table provides a summary of finandretruments with off-balance sheet risk at Decem®ie 2009 and 2008:
2009 2008

(Dollars in Thousands)

Commitments under commercial loans and lines dfitre $ 70,07¢ $ 71,27:
Home equity and other revolving lines of credit 54,57: 61,88t¢
Outstanding commercial mortgage loan commitments 33,65¢ 31,83
Standby letters of credit 1,67¢ 2,35
Performance letters of credit 11,46¢ 13,74¢
Outstanding residential mortgage loan commitments 4,15: 1,58¢
Overdraft protection lines 5,05¢ 4,48(
Other consumer 11 36

Total $180,67: $ 187,19

Other expenses include rentals for premises anigmeumt of $704,000 in 2009, $1,092,000 in 2008 $h@04,000 in 2007.
At December 31, 2006, the Corporation was obligateder a number of non-cancelable leases for pesnaisd equipment,
many of which provide for increased rentals baggzhtincreases in real estate taxes and the ctistraf index. These leases,
most of which have renewal provisions, are prinidypaperating leases. Minimum rentals under thenteof these leases for the
years 2010 through 2014 are $592,000, $607,000%,86Q, $500,000 and $533,000, respectively. Minimamals due 2015
and after are $4,857,000.

The Corporation is subject to claims and lawstitg &rise in the ordinary course of business. Baped the information
currently available in connection with such claiiih$s the opinion of management that the dispositir ultimate determination
of such claims will not have a material adversednimn the consolidated financial position, resoftsperations, or liquidity of
the Corporation.

Note 13 — Stockholders’ Equity, Regulatory Requirerants and Subsequent Event

On January 12, 2009, the Corporation issued $iibomih nonvoting senior preferred stock to the LD@&partment of
Treasury under the Capital Purchase Program. Apére transaction, the Corporation also issuadants to the U.S.
Treasury to purchase 173,410 shares of common efdble Corporation at an exercise price of $8.65g9hare. As previously
announced, the Corporation’s voluntary participaiiothe Capital Purchase Program amounted to ajppately 50 percent of
what the Corporation had qualified for under th& Ulreasury program. The Corporation believesithgiarticipation in this
program will strengthen its current well-capitatizgosition. The funding will be used to supportfetioan growth. As a

F-29




TABLE OF CONTENTS

CENTER BANCORP, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 13 — Stockholders’ Equity, Regulatory Requirerents and Subsequent Event — (continued)

result of the successful completion of the righfering in October 2009, the number of shares Uiy the warrants held by
the U.S. Treasury was reduced to 86,705 sharéf) percent of the original 173,410 shares as @dlly the provisions of the
Capital Purchase Program.

Federal Deposit Insurance Corporation (“FDIC”) éinel Board of Governors of the Federal Reserve 8y§tERB”)
regulations require banks to maintain minimum Is\@lregulatory capital. Under the regulationsfiee at December 31,
2009, the Bank was required to maintain (i) a mimmleverage ratio of Tier | capital to total adpgstassets of 4.00 percent,
and (i) minimum ratios of Tier | and total capitalrisk-weighted assets of 4.00 percent and 8e€d6gmt, respectively.

Under its prompt corrective action regulations, tbgulators are required to take certain superyiaotions with respect to
an undercapitalized institution. Such actions cdwdde a direct material effect on the institutidiirgncial statements. The
regulations establish a framework for the clasatfan of financial institutions into five categasiewnell capitalized, adequately
capitalized, undercapitalized, significantly undgaitalized and critically undercapitalized. Genlgrain institution is
considered well capitalized if it has a Tier 1 Leage Capital ratio of at least 5.00 percent; a TRisk-Based Capital ratio of at
least 6.00 percent; and a total Risk-Based Capgital of at least 10.00 percent.

The foregoing capital ratios are based in partpmtiic quantitative measures of assets, liabdlidad certain off-balance
sheet items as calculated under regulatory acamyptiactices. Capital amounts and classificatiosasabso subject to qualitative
judgments by the regulators about capital companeisk weightings and other factors. The Compdradif the Currency
(“OCC") has established higher minimum capitaloatior the Bank effective as of December 31, 200 1 Risk-Based
Capital of 10.0 percent, Total Risk-Based Capifdl20 percent and Tier 1 Leverage Capital of &&ent. Similar categories
apply to bank holding companies. At December 3092the Bank’s capital ratios were all above theimum levels required,
other than the Tier 1 Leverage Capital ratio, whias below the 8.0 percent established by the G @é Bank.

At December 31, 2009, management believes thaBainé and the Parent Corporation met all capitatjadey
requirements to which they are subject, other tharTier 1 Leverage Capital ratio for the Bank, ethivas below the 8.0
percent established by the OCC for the Bank.

The following is a summary of the Bank’s and theeraCorporation’s actual capital amounts and sadi® of December 31,
2009 and 2008, compared to the FRB and FDIC miniroapital adequacy requirements and the FRB and F&dGirements
for classification as a well-capitalized institutio

Union Center Minimum Capital For Classification as
National Bank Adequacy Well Capitalized
Amount Ratio Amount Ratio Amount Ratio

(Dollars in Thousands)

December 31, 2009 Leverage

(Tier 1) capital (Restated) $ 96,31« 756% $ 52,137 4.0(% $ 64,31 5.0(%
Risk-Based Capital:
Tier 1 (Restated) $ 9631« 11.1% $ 34,48¢ 40(% $ 51,72 6.0(%
Total (Restated) 105,03¢ 12.1&% 68,97( 8.0(% 86,21: 10.0(%
December 31, 2008 Leverage

(Tier 1) capital $ 76,59¢ 750 $ 41,65 40(% $ 51,21 5.0(%
Risk-Based Capital:
Tier 1 $ 76,59¢ 9.9% $ 30,67: 4.0(% $ 46,00¢ 6.0(%
Total 82,85 10.8(% 61,34« 8.0(% 76,68(  10.0(%
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Note 13 — Stockholders’ Equity, Regulatory Requirerents and Subsequent Event — (continued)

Minimum Capital For Classification as
Parent Corporation Adequacy Well Capitalized
Amount Ratio Amount Ratio Amount Ratio

(Dollars in Thousands)

December 31, 2009 Leverage

(Tier 1) capital (Restated) $ 98,53¢ 77% $ 52,14: 4.0(% $ 64,32% 5.0(%
Risk-Based Capital:
Tier 1 (Restated) $ 9853t 114% $ 34,498 4.0(% $ 51,74 6.0(%
Total (Restated) 107,24 12.4%% 68,99¢ 8.0(% N/A N/A
December 31, 2008 Leverage

(Tier 1) capital $ 78,23 771% $ 4161¢ 40% $ 51,61¢ 5.0(%
Risk-Based Capital:
Tier 1 $ 78,237 102(% $ 30,67 4.0(% $ 46,01 6.0(%
Total 84,49 11.02% 61,35( 8.0(% N/A N/A

The Corporation issued $5.2 million of subordinadetdentures in 2003. These securities are incladedcomponent of
Tier 1 Capital for regulatory purposes.

On March 1, 2005, the Federal Reserve adoptedabrfife that allows the continued inclusion of ¢amsling and
prospective issuances of trust preferred secuiitiéise Tier | Capital of bank holding companiashject to stricter quantitative
limits and qualitative standards. The new quarNidimits became effective after a five-year titina period ending March
31, 2009. Under the final rules, trust preferreclisties and other restricted core capital elemargdimited to 25% of all core
capital elements. Amounts of restricted core chpitaments in excess of these limits may be indudeTier 1l Capital. Based
on a review of the final rule, the Corporation beés that its trust preferred issues qualify as M@apital. However, in the
event that the trust preferred issues do not quatifTier | Capital, the Corporation would remaielivcapitalized.

Note 14 — Comprehensive Income

Total comprehensive income includes all changesyinty during a period from transactions and othemts and
circumstances from non-owner sources. The Cororatother comprehensive income (loss) is compridedhrealized
holding gains and losses on securities availablesdte, obligations for defined benefit pensiompad an adjustment to reflect
the curtailment of the Corporation’s defined begéinsion plan, net of taxes.

Disclosure of comprehensive income for the yeadedrbecember 31, 2009, 2008 and 2007 is presemtéé i
Consolidated Statements of Changes in Stockhol&epsity. The table below provides a reconciliatidrihne components of
other comprehensive income to the disclosure pealid the statement of changes in stockholderstyequ
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Note 14 — Comprehensive Income — (continued)

The components of other comprehensive income (loss$)of taxes, were as follows for the followingchl years ended
December 31:

Years Ended December 31,

2009 2008 2007

(Dollars in Thousands)

Unrealized losses on debt securities for whichréigroof the
impairment has been recognized in income $(1830) $ — % =

Reclassification adjustments of OTTI losses inctliseincome  (4,23¢) — —

Unrealized losses on other available for sale $esir (1,979 (3,329 (4,079
Reclassification adjustment for net gain/(loss$iag during
this period 4,72¢ 65& 312
Net unrealized losse (3,31%) (2,677 (3,767)
Tax effect 1,35¢ 1,58¢ 1,16
Net of tax amount (1,969 (1,089 (2,609
Change in minimum pension liability 25 — —
Tax effect (20 — —
Net of tax amount 15 — —
Net actuarial gains (losse 142 (3,339 (58%)
Tax effect (57 1,33: 238
Net of tax amount 85 (1,999 (350)
Change in pension plan — curtailment — — 1,35¢
Tax effect — — (541)
Net of tax amount — — 812
Market value adjustment on securities transferrechtheld-to-
maturity to available-for-sale — — (459)
Tax effect — — 187
Net of tax amount — — (272)
Other comprehensive loss, net of tax $(1,869) $(3,08)) $ (2,419

Accumulated other comprehensive loss at Decemhe2@®IO and 2008 consisted of the following:
2009 2008

(Dollars in Thousands)

Investment securities available-for-sale, net »f ta $ (8,42 $ (6,469
Defined benefit pension and post-retirement plassof tax (2,34¢) (2,44%)
Total $(10,77¢ $ (8,91

Note 15 — Pension and Other Benefits

Defined Benefit Plans

The Corporation maintained a non-contributory pemglan for substantially all of its employees L8g&ptember 30, 2007,
at which time the Corporation froze its defined &fdrpension plan. The benefits are based on yafassrvice and the
employee’s compensation over the prior five-yeaigoe The plan’s benefits are payable in form ¢émyear certain and life
annuity. The plan is intended to be a tax-qualifiefined benefit plan under Section 401(a) of titerhal Revenue Code. The



Pension Plan, which has been in effect since Mab;1950, generally covers employees of Union Gevional Bank
and the Parent Corporation
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Note 15 — Pension and Other Benefits — (continued)

who have attained age 21 and completed one yesaraite. Payments may be made under the PensinroRte attaining the
normal retirement age of 65 and is generally etqud¥ percent of a participant’s highest averagapgensation over a 5-year
period.

In addition, the Corporation has a non-qualifietiteenent plan that is designed to supplement timsipa plan for key
employees. The plan is known as the Union Centéioha Bank Benefit Equalization Plan, or “BEP”.dBEP is a
nonqualified, unfunded supplemental retirement plamich is designed to replace the benefits thahotibe provided under the
terms of the Pension Plan solely due to certainpemsation and benefit limits placed on tax-qualifiension plans under the
Internal Revenue Code. Benefits under the BEP Wkxre paid out in 2009.

On August 9, 2007, the Corporation froze its defibenefit pension plan and redesigned its 401§ki)nga plan, effective
September 30, 2007. The changes are consistenbmgghing cost reduction strategies and shift tlre$oof future savings of
retirement benefits toward the more predictable swacture of a 401(k) plan and away from the ¢ggzosts of a defined
benefit pension plan. The changes included a disugation of the accrual of future benefits in Berporation’s defined
benefit pension plan and fully preserving all ietient benefits that employees will have earned &gptember 30, 2007, and
the redesigning of the Corporation’s 401(k) plapttovide a dollar-for-dollar matching contributiap to six percent of salary
deferrals. The Corporation also froze all otheiirdef benefit plans. As a result, the Corporatiarorded a one-time pre-tax
benefit related to these pension plan changesprbapnately $1.2 million in 2007 as a result of thetailment of the defined
benefit plan.

In 1999, the Corporation adopted a Director’s Retient Plan, which is designed to provide retirenbeniefits for members
of the Board of Directors. There was no recordgutase associated with the plan in 2009, 2008 afid.Z0uring the third
quarter of 2008, the Corporation recognized a ¥X®penefit relating to a lump-sum payment and itestion of the Directors
Retirement Plan. This benefit represented the reiffee between the actuarial present value of ti{sum payments and the
accrued liability previously recorded on the Cogimmn’s balance sheet.

The following table sets forth changes in projediedefit obligation, changes in fair value of p&ssets, funded status, and
amounts recognized in the consolidated statemémriznalition for the Corporation’s pension plan®acember 31, 2009 and
2008.

2009 2008

(Dollars in Thousands)

Change in Benefit Obligation:

Projected benefit obligation at beginning of year $ 9,92 $ 11,497
Service cost — —
Interest cost 60¢€ 67€
Actuarial loss 617 107
Benefits paid (48€) (663)
Curtailments — (719
Settlement — (975)
Projected benefit obligation at end of year $10,66( $ 9,92t
Change in Plan Assets:

Fair value of plan assets at beginning year $ 573¢ $ 9,00¢
Actual return on plan assets 93C (2,729%)
Employer contributions 474 1,092
Benefits paid (48€) (663%)
Settlement — (975)
Fair value of plan assets at end of year $ 6,652 $ 5,73

Funded status $(4,00 $ (4,189
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Note 15 — Pension and Other Benefits — (continued)

Amounts related to unrecognized actuarial lossethfoplan, on a pre-tax basis, that have beergrézed in accumulated
other comprehensive loss at December 31, 2009 @®8 &nounted to $3,914,000 and $4,082,000, respécti

The net periodic pension cost for 2009, 2008 ar@V20cludes the following components:
2009 2008

2007

(Dollars in Thousands)

Service cost $ — $ — $ 627
Interest cost 60¢€ 701 707
Expected return on plan assets (28¢) (65€) (674)
Net amortization and deferr — — 13
Recognized curtailment gain — — (1,155
Net periodic pension expense (bene $ 31€ $ 43 $ (482

The following table presents the assumptions usedlculate the projected benefit obligation infeatthe last three years.

2009 2008 2007
Discount rate 5.7%% 6.25% 5.7%%
Rate of compensation increase N/A N/A 4.25%
Expected long-term rate of return on plan assets 5.0(% 7.5(% 7.5(%
The following information is provided at Decembdr. 3
2009 2008 2007
(Dollars in Thousands)
Information for Plans With a Benefit Obligation in Excess
of Plan Assets
Projected benefit obligation $10,66( $9,92: $11,497
Accumulated benefit obligation 10,66( 9,92¢ 11,49
Fair value of plan assets 6,652 5,73¢ 9,00¢
Assumptions
Weighted average assumptions used to determindibene
obligation at December 31
Discount rate 6.25% 6.25% 6.25%
Rate of compensation increase N/A N/A N/A
Weighted average assumptions used to determingeniedic
benefit cost for years ended December 31
Discount rate 6.25% 6.25% 5.7%
Expected long-term return on plan assets 5.0(% 7.5(% 7.5(%
Rate of compensation increase N/A N/A 4.25%

The process of determining the overall expected-lenm rate of return on plan assets begins withveew of appropriate
investment data, including current yields on fixecbme securities, historical investment dataonisal plan performance and
forecasts of inflation and future total returns tloe various asset classes. This data forms the feeighe construction of a best-
estimate range of real investment return for easketeclass. An average, weighted real-return ramgemputed reflecting the
Plan’s expected asset mix, and that range, whemic@th with an expected inflation range, produces\arall best-estimate
expected return range. Specific factors such aPldn@s investment policy, reinvestment risk angestment
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Note 15 — Pension and Other Benefits — (continued)

volatility are taken into consideration during tenstruction of the best estimate real return raagavell as in the selection of
the final return assumption from within the range.

Plan Assets

The Union Center National Bank Pension Trust's Wwiid-average asset allocation at December 31, 2008 and 2007,
by asset category, is as follows:

Asset Category 2009 2008 2007
Equity securities 44% 48% 80%
Debt and/or fixed income securities 46% 34% 20%
Alternative investments, including commaodities eiign currenc

and real estate 5% 9% —
Cash and other alternative investments, includidple funds,

equity structured notes 5% 9% —
Total 10% 10(% 10C%

The general investment policy of the Pension Tiagtr the fund to experience growth in assets Wikiallow the market
value to exceed the value of benefit obligationsrdgime. Appropriate diversification on a total ubasis is achieved by
following an allowable range of commitment withissat category, as follows:

Range Target
Equity securities 36 —52% 44%
Debt and/or fixed income securities 38 —-54% 46%
International equity N/A N/A
Short term N/A N/A
Other 7-14% 10%

The fair value of the Corporation’s pension plaseds at December 31, 2009, by asset categorysdodi@awvs:

Fair Value Measurements at
Reporting Date Using

Quoted Prices

in Active Significant
Markets for Other Significant
Identical Observable Unobservable
December 31 Assets Inputs Inputs
2009 (Level 1) (Level 2) (Level 3)

(Dollars in Thousands)

Cash $ 1,02 $ 1020 $ —  $ =
Equity Securities:

U.S. companies 1,327 1,327 — —

International companies 1,16: 1,16: — —
U.S. Treasury securities 2,301 2,301 — —
Corporate bonds 34C 34C — —
Commodities 17C 17C — —
Hedge funds 331 — — 331

Total $ 6652 $ 6321 $ — 3 331
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Note 15 — Pension and Other Benefits — (continued)

The following table presents the changes in pengian asset with significant unobservable inputsvgl 3) for the year
ended December 31:

2009
Thousands)

Beginning balance, January 1, $ 668
Actual return on plan assets:

Relating to assets still held at the reporting date 88

Relating to assets sold during the period —
Purchases, sales and settlements —
Transfers out of Level 3 (420)
Ending balance, December 31, $ 331

The investment manager is not authorized to pusshejuire or otherwise hold certain types of miaskeurities
(subordinated bonds, commodities, real estate imar trusts, limited partnerships, naked putsedatalls, stock index
futures, oil, gas or mineral exploration venturesiregistered securities) or to employ certairesypf market techniques
(margin purchases or short sales) or to mortgdgdgp, hypothecate, or in any manner transfer @agisg for indebtedness, any
security owned or held by the Plan.

Cash Flows
Contributions

The Bank expects to contribute $646,000 to its PenErust in 2010.
Estimated Future Benefit Payments

The following benefit payments, which reflect exigetfuture service, as appropriate, are expectée fmaid in each year
2010, 2011, 2012, 2013, 2014 and years 2015-2@%pectively: $641,464, $655,491, $740,493, $768,83983,473 and
$4,124,112.

401(k) Benefit Plan

The Corporation maintains a 401(k) employee savipias to provide for defined contributions whichvees substantially
all employees of the Corporation. Prior to Octobe?007, the Corporation’s contributions to thenpleere limited to fifty
percent of a matching percentage of each emplogessibution up to six percent of the employe&kasy. Effective October
1, 2007, the Corporation redesigned its 401(k) pbeprovide a dollar-for-dollar matching contrilariup to six percent of
salary deferrals. For 2009, 2008 and 2007, emplogetributions amounted to $266,000, $281,000 d&BH00, respectively.

Note 16 — Stock Based Compensation

Stock Option Plans

At December 31, 2009, the Corporation maintainem $tock-based compensation plans from which newtgieould be
issued. The 2009 Equity Incentive Plan permitsgitaat of “incentive stock options” as defined untter Internal Revenue
Code, non-qualified stock options, restricted stawslards and restricted stock unit awards to empglgyiacluding officers, and
consultants of the Corporation and its subsidiafiée 2003 Non-Employee Director Stock Option Rlarmits the grant of
non-qualified stock options to the Corporation’siremployee directors. An aggregate of 400,000 shamain available for
grant under the 2009 Equity Incentive Plan andggregate of 452,874 shares remain available fortgnader the 2003 Non-
Employee Director Stock Option Plan. Such shareg leareasury shares, newly issued shares or aipatiun thereof.

F-36




TABLE OF CONTENTS

CENTER BANCORP, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 16 — Stock Based Compensation — (continued)

Options have been granted to purchase common ptoatipally at the fair market value of the stodkte date of grant.
Options are exercisable over a three year vesenigg starting one year after the date of grantgerterally expire ten years
from the date of grant.

The total compensation expense related to thess pltas $77,000, $128,000 and $151,000 for the ywalsd December
31, 2009, 2008 and 2007, respectively.

For the year ended December 31, 2009, the Corpatatincome before income taxes and net incomeradsced by
$77,000 and $51,000, respectively, as a resulietompensation expense related to stock optimrghE year ended
December 31, 2008, the Corporation’s income befareme taxes and net income was reduced by $12800®84,000,
respectively. For the year ended December 31, 28@7Corporation’s income before income taxes a&tdntome was reduced
by $151,000 and $100,000, respectively.

Under the principal option plans, the Corporaticayrgrant restricted stock awards to certain em@syRestricted stock
awards are non-vested stock awards. Restrictell ateards are independent of option grants andemerglly subject to
forfeiture if employment terminates prior to théegese of the restrictions. Such awards generaly dering a period specified
at the date of grant. During that period, ownergiithe shares cannot be transferred. Restrictexk $tas the same cash
dividend and voting rights as other common stoak iarconsidered to be currently issued and outgtgnd@he Corporation
expenses the cost of the restricted stock awartishvis determined to be the fair market valuehefshares at the date of grant,
ratably over the period during which the restrictidapse. During 2009, no shares were awarded wh2608, there were 3,028
shares awarded. During 2007, no shares were awaktlesthares were issued from Treasury shares0092there were no
compensation costs related to restricted stockdsivacluded in salary expense. The amount of cosgiam cost related to
restricted stock awards included in salary exp@reeapproximately $25,000 in 2008 and none in 2887f December 31,
2009, all shares of restricted stock awards weséede Thus, there were no restricted stock awartiganding at December 31,
2009 and 2008.

Options covering 38,203, 38,203 and 38,203 shaegs granted on March 1, 2009, March 1, 2008 and 1u2007,
respectively. The fair value of share-based payraemtrds was estimated using the Black-Scholesmptiging model with the
following assumptions and weighted average fainesi

2009 2008 2007
Weighted average fair value of grants $ 1.4¢ $ 3.1C $ 6.4¢
Risk-free interest rate 1.9(% 3.02% 4.92%
Dividend yield 4.6% 2.4%% 2.51%
Expected volatility 33.(% 30.2% 47 %%
Expected life in months 69 88 72

Option activity under the principal option plansai$ecember 31, 2009 and changes during the twetweths ended
December 31, 2009 were as follows:

Weighted-
Average
Remaining
Weighted-  Contractual
Average Aggregate
Exercise Term Intrinsic
Shares Price (In Years) Value
Outstanding at December 31, 2008 185,16: $ 10.4¢
Granted 38,20: 7.67
Exercised (9,289 6.07
Forfeited/cancelled/expired (22,07¢) 11.0¢
Outstanding at December 31, 2009 192,00: $ 10.0¢ 582 $ 91,67¢

Exercisable at December 31, 2009 124,27: $ 10.0¢ 436 $ 48,26%
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The aggregate intrinsic value of options aboveasgnts the total pre-tax intrinsic value (the défece between the
Corporation’s closing stock price on the last tngdilay of the twelve-months of fiscal 2009 andekercise price, multiplied by
the number of in-the-money options) that would higen received by the option holders had all ogtiniders exercised their
options on December 31, 2009. This amount changssdoon the fair market value of the Parent Cotjmora stock.

As of December 31, 2009, $143,000 of total unretzmghcompensation cost related to stock optioesjgcted to be
recognized over a weighted-average period of 2atsy€Changes in options outstanding during thethase years were as
follows:

Exercise Price

Stock Option Plan Shares Range per Share
Outstanding, December 31, 2006 (262,527 sharesisabte) 340,85( $ 6.07 to $15.1:
Granted during 2007 38,200 % 15.73

Exercised during 2007 (95,86) $ 6.07 to $10.6¢
Expired or canceled during 2007 (18,937 $10.50 to $15.7
Outstanding, December 31, 2007 (188,273 sharesisable) 264,25' $ 6.07 to $15.7:
Granted during 2008 38,200 % 11.15

Exercised during 2008 (25,589 $ 6.07 to $10.6¢
Expired or canceled during 2008 (91,71) $ 6.07 to $15.7:
Outstanding, December 31, 2008 (125,468 sharesisabte) 185,16« $ 6.07 to $15.7:
Granted during 2009 38,200 % 7.67

Exercised during 2009 (9,289 $ 6.07

Expired or canceled during 2009 (22,07¢ $ 6.07 to $15.7:
Outstanding, December 31, 2009 (124,271 sharesisable) 192,00: $ 7.67 to $15.7:

Under the Director Stock Option Plan, there weoelsbptions granted with a weighted average fduevaf 38,203 and
$1.48, 38,203 and $3.10 and 38,203 and $6.48 dilmmgears ended December 31, 2009, 2008 and g&spkctively. There
were no stock options granted under the EmployeekSncentive Plan during the years ended Decei®bg2009, 2008 and
2007.

Note 17 — Dividends and Other Restrictions

Certain restrictions, including capital requirengerxist on the availability of undistributed nesfits of the Bank for the
future payment of dividends to the Parent CorporatA dividend may not be paid if it would impdiret capital of the Bank.
Furthermore, prior approval by the Comptrollerted Currency is required if the total of dividen@sldred in a calendar year
exceeds the total of the Bank’s net profits foit trear combined with the retained profits for the fpreceding years. Pursuant
to a Memorandum of Understanding (“MOU") betweea Bank and the Office of the Comptroller of the ©acy (“*OCC"),
the Bank may not declare dividends without prigorapal of the OCC. At December 31, 2009, approxa@iyab4.4 million was
available for payment of dividends based on thegudig guidelines.

Note 18 — Fair Value Measurements and Fair Value dfinancial Instruments

Management uses its best judgment in estimatinfpihealue of the Corporation’s financial and nfamancial instruments;
however, there are inherent weaknesses in anyastimtechnique. Therefore, for substantially el&hcial and non-financial
instruments, the fair value estimates herein atenecessarily indicative of the amounts the Corfenecould have realized in a
sale transaction on the dates indicated. The egthfair value amounts have been measured asioféspective year-ends and
have not been re-evaluated or updated for purpafdbese financial statements subsequent to thesgeective dates. As
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Note 18 — Fair Value Measurements and Fair Value dfinancial Instruments — (continued)

such, the estimated fair values of these finaramdl non-financial instruments subsequent to theeaie reporting dates may
be different than the amounts reported at eacheedr

In September 2006, the FASB issued FASB ASC 8208 (previously SFAS No. 157, “Fair Value Measureta®n FASB
ASC 820-10-05 defines fair value, establishes mémmork for measuring fair value, establishes aetiieeel valuation hierarchy
for disclosure of fair value measurement and enésudésclosure requirements for fair value measunésnd@he valuation
hierarchy is based upon the transparency of injpuise valuation of an asset or liability as of theasurement date.

In December 2007, the FASB issued FASB ASC 82048 (Qpteviously FASB Statement Position 157-2, “Efifiee Date of
FASB Statement No. 157”). FASB ASC 820-10-15 deldngseffective date of FASB ASC 820-10-05 for ahrfinancial
assets and liabilities, except those that are m@zed or disclosed at fair value on a recurringhéeat least annually) to fiscal
years beginning after November 15, 2008 and intgemiods within those fiscal years. As such, thepBration adopted the
provisions of FASB ASC 820-10-05 relating to nonafncial assets and liabilities in 2009. In Octdt@08, the FASB issued
FASB ASC 820-10-35 (previously FASB Staff Positithi’-3, “Determining the Fair Value of a Financialsét When the
Market for that Asset is Not Active”), to clarifipé application of the provisions of FASB ASC 823aBin an inactive market
and how an entity would determine fair value inractive market. FASB ASC 820-10-35 was appliethoCorporation’s
December 31, 2008 consolidated financial statements

FASB ASC 820-10-65 provides additional guidancedstimating fair value in accordance with FASB A&ZD-10-05
when the volume and level of activity for the asmetiability have significantly decreased. This@&lso includes guidance on
identifying circumstances that indicate a transects not orderly. This ASC is effective for interend annual reporting
periods ending after June 15, 2009, with early &dopermitted for periods ending after March 1602. FASB ASC 820-10-
65 was applied to the Corporation’s consolidatedricial statements, effective June 30, 2009.

FASB ASC 820-10-05 establishes a fair value hidnatbat prioritizes the inputs to valuation methoded to measure fair
value. The Hierarchy gives the highest priorityt@adjusted quoted prices in active markets fortidahassets or liabilities
(Level 1 measurements) and the lowest priorityrtohservable inputs (Level 3 measurements). The fleresls of the fair value
hierarchy under FASB ASC 820-10-05 are as follows:

* Level 1: Unadjusted quoted prices in active markets tteacessible at the measurement date for identical
unrestricted assets or liabilities.

» Level 2: Quoted prices for similar assets and liabilitreactive markets, and inputs that are observailéhie asset or
liability, either directly or indirectly, for subetially the full term of the financial instrument.

* Level 3: Prices or valuation techniques that require igpliat are both significant to the fair value measent and
unobservable (for example, supported with littlenormarket activity).

An asset’s or liability’s level within the fair vaé hierarchy is based on the lowest level of irpat is significant to the fair
value measurement.
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Note 18 — Fair Value Measurements and Fair Value dfinancial Instruments — (continued)

The following information should not be interpre@sian estimate of the fair value of the entirep@ration since a fair
value calculation is only provided for a limitedrppon of the Corporation’s assets and liabilitiBsie to a wide range of
valuation techniques and the degree of subjectissd in making the estimates, comparisons betttee@orporation’s
disclosures and those of other companies may notdamingful. The following methods and assumptiwaee used to estimate
the fair values of the Corporation’s assets meakatéair value on a recurring basis at Decembe809 and December 31,
2008:

Cash and Cash Equivalents

The carrying amounts for cash and cash equivalgsoximate those assets’ fair value.

Securities Available-for-Sale

Where quoted prices are available in an active etadecurities are classified with Level 1 of tladuation hierarchy. Level
1 inputs include securities that have quoted priicestive markets for identical assets. If quateatket prices are not available,
then fair values are estimated by using pricing edjuoted prices of securities with similar clegedstics, or discounted cash
flows. Examples of instruments, which would genlgraé classified within Level 2 of the valuatiorerarchy, include
municipal bonds and certain agency collateralizedtigage obligations. In certain cases where tlreelienited activity in the
market for a particular instrument, assumptionstrbeamade to determine their fair value and aresdfied as Level 3. Due to
the inactive condition of the markets amidst timaficial crisis, the Corporation treated certairugées as Level 3 securities in
order to provide more appropriate valuations. Bsess in an inactive market, the infrequent traldasdo occur are not a true
indication of fair value. When measuring fair valtiee valuation techniques available under the etaakproach, income
approach and/or cost approach are used. The Ctipposeevaluations are based on market data an@adnporation employs
combinations of these approaches for its valuatiethods depending on the asset class.

At December 31, 2009, the Corporation’s two podtedt preferred securities and one private issuglsiname trust
preferred security were classified as Level 3. Byi2009, there was a marked improvement in thengriof financial
institutions debt securities. As a result, all ptavlabel collateralized mortgage obligations (“C#)Qand all but one of the
single issuer trust preferred securities, weresfeaned back to Level 2 pricing. Market pricing fbese Level 3 securities varied
widely from one pricing service to another basedhanlack of trading. As such, these securitieseveensidered to no longer
have readily observable market data that was atrtoasupport a fair value as prescribed by FASE/820-10-05. The fair
value measurement objective remained the sameiritth price received by the Corporation would ltefsom an orderly
transaction (an exit price notion) and that theeob@ble transactions considered in fair value wetdforced liquidations or
distressed sales at the measurement date.

In regards to the pooled trust preferred securftigsoled TRUPS”) and the private issue single namst preferred security
(“single name TRUP”), or collectively (“TRUPS”),@lCorporation was able to determine fair valuehef TIRUPS using a
market approach validation technique based on L2ugbuts that did not require significant adjustitse The Level 2 inputs
included:

(a) Quoted prices in active markets for similar TR8Jwith insignificant adjustments for differencetviieen the TRUPS
that the Corporation holds and similar TRUPS.

(b) Quoted prices in markets that are not actia¢ thpresent current transactions for the samarilas TRUPS that do not
require significant adjustment based on unobseeviaipluts.

Since June 30, 2008, the market for these TRUP®dmmme increasingly inactive. The inactivity wailenced first by a
significant widening of the bid-ask spread in thekered markets in which these TRUPS trade andlilgensignificant
decrease in the volume of trades relative to hisablevels as well as other relevant factors. &cBmber 31, 2009, the
Corporation determined that the market for simlnRUPS had
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stabilized. That determination was made considetiagthere are more observable transactionsifatasi TRUPS, the prices
for those transactions that have occurred are muared or represent fair value, and the observatites for those transactions
have stabilized over time, thus increasing them@krelevance of those observations. HoweverQbgporation’s three
TRUPS at December 31, 2009 have been classifigdniievel 3 because the Corporation determineddigaificant
adjustments using unobservable inputs are reqtirddtermine a true fair value at the measurematet d

The Corporation determined that an income approatihation technique (present value technique)rietimizes the use
of relevant observable inputs and minimizes theafissobservable inputs will be equally or moreresgntative of fair value
than the market approach valuation technique usttgrior measurement dates. As a result, thedation used the discount
rate adjustment technique to determine fair value.

The fair value as of December 31, 2009 was detethiny discounting the expected cash flows ovelifla@f the security.
The discount rate was determined by deriving aodistrate when the markets were considered moieedor this type of
security. To this estimated discount rate, addétimere made for more liquid markets and increaseditcrisk as well as
assessing the risks in the security, such as defskiland severity risk. With the exception of i pooled trust preferred
securities, for which $3.4 million of impairmentariyes were taken to earnings during 2009, the giesucontinue to make
scheduled cash flows and no material cash flow geymefaults have occurred to date.

Loans Held for Sale

Loans held for sale are required to be measurdtedower of cost or fair value. Under FASB ASC 82805, market value
is to represent fair value. Management obtainseguot bids on all or part of these loans direatyf the purchasing financial
institutions.

Loans Receivable

The fair value of performing loans, except resiggmhortgages, is calculated by discounting schedichsh flows through
the estimated maturity using estimated market distates that reflect the credit and interestirgterent in the loan. The
estimate of maturity is based on the historicakeigmnce of the Bank with prepayments for each assification, modified as
required by an estimate of the effect of curremtin@enic and lending conditions. For performing resiihl mortgage loans, fair
value is estimated by discounting contractual dksts adjusted for prepayment estimates using distrates based on
secondary market sources adjusted to reflect diffggs in servicing and credit costs.

Restricted Stocks

The carrying amount of restricted investment inkbstocks, which includes stock of the Federal Homan Bank of New
York, Federal Reserve Bank of New York and Atla@entral Bankers Bank, approximates fair value, @nsiders the limited
marketability of such securities.

Accrued Interest Receivable and Payable
The carrying value of accrued interest receivahtk@&ccrued interest payable approximates its dires
Deposits

The fair value of deposits with no stated matustych as non-interest-bearing demand deposits)g=eaind interest-bearing
checking accounts, and money market and checkioguats, is equal to the amount payable on demanéi@scember 31,
2009 and 2008. The fair value of certificates giaigt is based on the discounted value of contehciash flows. The discount
rate is estimated using the rates currently offéoedeposits of similar remaining maturities.
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Short-Term Borrowings

Short-term borrowings that mature within six mordinsl securities sold under agreements to repurdtaasefair values
which approximate carrying value.

Long-Term Borrowings

Fair values of FHLB advances are estimated usisgpdinted cash flow analysis, based on quoted pidcesew FHLB
advances with similar credit risk characteristtesins and remaining maturity. These prices obtafred this active market
represent a market value that is deemed to regréeetransfer price if the liability were assunigda third party.

Subordinated Debt

The fair value of subordinated debentures is estichhy discounting the estimated future cash flawggg market discount
rates of financial instruments with similar chagaistics, terms and remaining maturity.

Off-Balance Sheet Financial Instruments

The fair value of commitments to extend creditssSmated using the fees currently charged to émteisimilar
agreements, taking into account the remaining terntise agreements and the present creditworthiofetsee counterparties.
For fixed rate loan commitments, fair value alsasiders the difference between current levels tefrést rate and the
committed rates. The fair value of financial stant#iters of credit is based on fees currently ghdrfor similar agreements or
on the estimated cost to terminate them or otheragdtle the obligations with the counterparties.

Assets and Liabilities Measured at Fair Value on &ecurring Basis

For financial assets and liabilities measurediatv&ue on a recurring basis, the fair value mearsients by level within the
fair value hierarchy used at December 31, 2009ewember 31, 2008 are as follows:

Fair Value Measurements at
Reporting Date Using

Quoted
Prices in
Active Significant
Markets for Other Significant
December 31 Identical Observable Unobservable
Assets Inputs Inputs
2009 (Level 1) (Level 2) (Level 3)

(Dollars in Thousands)

Financial Instruments Measured at Fair
Value on a Recurring Basis:

U.S. Treasury & Agency Securities $ 208 $ 208 $ — 3 —
Federal Agency Obligations 214,58! 55,47( 159,11! —
Obligations of U.S. States and Political

Subdivision 19,28: — 19,28: —
Trust preferred securities 26,71* — 24,36¢ 2,34¢
Other debt securities 29,92: 7,24¢ 22,67 —
Equity securities 5,53 5,53 — —

Securities available-for-sale $ 298,12 $ 70,34( $ 22543 $ 2,34¢
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Financial Instruments Measured at Fair

Value on a Recurring Basis:
U.S. Treasury & Agency Securities
Federal Agency Obligations

Obligations of U.S. States and Political

Subdivision
Trust preferred securities
Other debt securities
Equity securities

Securities available-for-sale

The following table presents the changes in seearévailable-for-sale with significant unobseneaiiputs (Level 3) for

Fair Value Measurements at
Reporting Date Using

Quoted
Prices in
Active Significant
Markets for Other Significant
December 31 Identical Observable Unobservable
Assets Inputs Inputs
2008 (Level 1) (Level 2) (Level 3)
(Dollars in Thousands)
$ 10C $ 10C $ — 3 —
82,79 — 82,79 —
52,09 2,19( 49,90¢ —
31,77: — 14,71 17,05¢
59,36: 3,81¢ 49,05( 6,49¢
16,59( 16,59( — —
$ 242,71 $ 22,69t $ 196,46 $ 23,55¢

the year ended December 31, 2009 and Decembe0Gg; 2

Beginning balance, January 1,
Transfers out of Level 3

Principal interest deferrals

Total net losses included in net income
Total net unrealized gains

Ending balance, December 31,

Beginning balance, January 1,
Transfers in (out) of Level 3
Principal paydowns

Total net unrealized losses

Ending balance, December 31,

2009

(Dollars in
Thousands)

$ 23,55¢

(19,855

13¢

(4,409)

2,91¢

$ 2,34¢
2008

(Dollars in
Thousands)

$ _
27,62
(309)
(3,766)

$ 23,55¢
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Assets Measured at Fair Value on a Non-Recurring Bas

For assets measured at fair value on a non-regupasis, the fair value measurements at Decembh&08® are as follows:

Fair Value Measurements at
Reporting Date Using

Quoted
Prices in
Active Significant
Markets for Other Significant
Identical Observable Unobservable
December 31 Assets Inputs Inputs
(Restated) 2009 (Level 1) (Level 2) (Level 3)

(Dollars in Thousands)

Assets Measured at Fair Value on a
Non-Recurring Basis:

Impaired loans $ 5455 $ — 3 — 3 5,45¢

At December 31, 2009 and 2008, impaired loansedt$b,756,000 and $634,000, respectively. The atafuelated
valuation allowances was $1,436,000 at Decembe2@19 and none at December 31, 2008.

The following methods and assumptions were usedtimate the fair values of the Corporation’s assetasured at fair
value on a non-recurring basis at December 31, 20022008:

Impaired Loans

The value of an impaired loan is measured based tigopresent value of expected future cash flaasodnted at the
loan’s effective interest rate, or the fair valdedlee collateral if the loan is collateral depend&maller balance homogeneous
loans that are collectively evaluated for impairmench as residential mortgage loans and instalihoans, are specifically
excluded from the impaired loan portfolio. The Gmation’s impaired loans are primarily collaterap@éndent. Impaired loans
are individually assessed to determine that eaatidacarrying value is not in excess of the falueaof the related collateral or
the present value of the expected future cash flows

Other Real Estate Owned

Certain assets such as other real estate owned500DRare measured at fair value less cost to bk Corporation believes
that the fair value component in its valuationdalk the provisions of FASB ASC 820-10-05. Fair eatfi OREO is determined
by sales agreements or appraisals by qualifiedsied appraisers approved and hired by the Corparafiosts to sell associated
with OREO is based on estimation per the termscanditions of the sales agreements or appraisdbesember 31, 2009, the
Corporation held no OREO as the residential reatesondominium project was sold during the tigjudrter of 2009.

FASB ASC 825-10 requires all entities to discldse ¢stimated fair value of their financial instrurhassets and liabilities.
For the Corporation, as for most financial instdos, the majority of its assets and liabilities aonsidered financial
instruments as defined in FASB ASC 825-10. ManthefCorporation’s financial instruments, howevackl an available
trading market as characterized by a willing bured willing seller engaging in an exchange transactt is also the
Corporation’s general practice and intent to htddinancial instruments to maturity and to notagegin trading or sales
activities except for loans held-for-sale and alzd@-for-sale securities. Therefore, significarineations and assumptions, as
well as present value calculations, were used byCibrporation for the purposes of this disclosure.
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Estimated fair values have been determined by tirpdation using the best available data and amasbn methodology
suitable for each category of financial instrumeRts those loans and deposits with floating irgerates, it is presumed that
estimated fair values generally approximate thendsd book balances. The estimation methodologied,the estimated fair
values, and the recorded book balances at Dece3ih@009 and 2008, were as follows:

December 31,

2009 (Restated) 2008
Carrying Fair Carrying Fair
Amount Value Amount Value

(Dollars in Thousands)

FINANCIAL ASSETS:

Cash and cash equivalents $ 89,16¢ $ 89,166 $ 15,03. $ 15,03
Investment securities available-for-sale 298,12« 298,12 242,71 242,71«
Net loans 710,89! 717,19: 669,94¢ 673,97¢
Restricted investment in bank stocks 10,67: 10,67: 10,23( 10,23(
Accrued interest receivable 4,03t 4,03 4,15¢ 4,15¢
FINANCIAL LIABILITIES:

Non interes-bearing deposits 130,51¢ 130,51¢ 113,31¢ 113,31¢
Interest-bearing deposits 683,18° 683,97« 546,21¢ 548,74°

Federal funds purchased, securities sold
under agreement to repurchase and Ft

advances 269,25: 279,21¢ 268,44( 296,14«
Subordinated debentures 5,15¢ 5,15¢ 5,15¢ 4,87¢
Accrued interest payable 1,82¢ 1,82¢ 2,201 2,201

Changes in assumptions or estimation methodolag@shave a material effect on these estimated/édires.

The Corporation’s remaining assets and liabilitigsich are not considered financial instrumentsgehaot been valued
differently than has been customary with historadt accounting. No disclosure of the relationstaifue of the Corporation’s
core deposit base is required by FASB ASC 825-10.

Fair value estimates are based on existing balsimeet financial instruments, without attemptingstimate the value of
anticipated future business and the value of assetdiabilities that are not considered finana@iatruments. For example, there
are certain significant assets and liabilities @ not considered financial assets or liabiliteesch as the brokerage network,
deferred taxes, premises and equipment, and gdotiw@ddition, the tax ramifications related te tiealization of the
unrealized gains and losses can have a signifeféett on fair value estimates and have not beesidered in the estimates.

Management believes that reasonable comparabdityden financial institutions may not be likely edio the wide range
of permitted valuation techniques and numerousnedéis which must be made, given the absence okasgicondary markets
for many of the financial instruments. This lackusiiform valuation methodologies also introducegeater degree of
subjectivity to these estimated fair values.
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Note 19 — Parent Corporation Only Financial Statemets

The Parent Corporation operates its wholly-owndssgliary, Union Center National Bank. The earniafjthis subsidiary
are recognized by the Corporation using the equighod of accounting. Accordingly, earnings arerded as increases in the
Corporation’s investment in the subsidiaries anideéinds paid reduce the investment in the subsgdiaf he ability of the
Parent Corporation to pay dividends will largelypded upon the dividends paid to it by the Bank.id®ads payable by the
Bank to the Corporation are restricted under supery regulations (see Note 17 of the Notes to Glidated Financial
Statements).

Condensed financial statements of the Parent Catiparonly are as follows:

Condensed Statements of Condition

At December 31,

2009
(Restated) 2008

(Dollars in Thousands)

ASSETS

Cash and cash equivalents $ 268 $ 922

Investment in subsidiaries 104,14 85,22¢

Securities available for sale 501 1,25¢

Other assets 24¢ 1,30¢
Total assets $107,57¢ $ 88,71

LIABILITIES AND STOCKHOLDERS' EQUITY

Other liabilities $ 28C $ 1,041
Securities sold under repurchase agreement 39z 80:3
Subordinated debentures 5,15¢ 5,15t
Stockholders’ equity 101,74¢ 81,71:

Total liabilities and stockholders’ equity $107,57¢ $ 88,71:

Condensed Statements of Income

For Years Ended December 31,

2009
(Restated) 2008 2007
(Dollars in Thousands)

Income:

Dividend income from subsidiaries $ 247 $ 4678 $ 7,07
Other income 3 37 58
Net securities gains (losse (325 (413) 95
Management fees 29¢ 27¢ 221
Total income 2,45(C 4 57¢ 7,44¢
Expenses (604) (623) (1,719
Income before equity in undistributed earningsgjaxf subsidiaries 1,84¢ 3,951 5,73(
Equity in undistributed earnings (loss) of subgiis 1,92¢ 1,891 (1,879

Net income $ 3,771 $ 5,84: $ 3,85¢
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Note 19 — Parent Corporation Only Financial Statemets — (continued)

Condensed Statements of Cash Flows

For Years Ended December 31,

2009
(Restated) 2008 2007

(Dollars in Thousands)
Cash flows from operating activities:
Net income $ 3,777 $584. $ 3,85¢

Adjustments to reconcile net income to net cashdus) provided by
operating activities:

Net securities losses (gair 32t 413 (95)
Equity in undistributed (earnings) loss of subgiglia (1,925 (1,897 1,874
Change in deferred tax asset 11y (1,547 —
Decrease in other assets 1,83¢ 41 1,51¢
(Decrease) increase in other liabilities (844 1,61(C (1,119
Stock-based compensation 77 12¢ 151
Net cash provided by operating activities 3,131 4,601 6,18¢
Cash flows from investing activities:
Purchases of available-for-sale securities — (579 (5,070
Maturity of available-for-sale securities 65¢ 93¢ 6,887
(Investments in subsidiaries) and return of cafiitah subsidiaries (29,000 3,50( 3,50(
Net cash (used in) provided by investing activities (18,34) 3,85¢ 5,317
Cash flows from financing activities:
Net (decrease) increase in borrowil (411) (1,197 2,00(
Cash dividends paid on common stock (3,16¢€) (4,67%) (4,88%)
Proceeds from exercise of stock options 57 224 85C
Proceeds from restricted stock — 25 —
Proceeds from issuance of preferred stock and wigrra 10,00( — —
Cash dividends paid on preferred stock (425 — —
Proceeds from issuance of shares from rights offeri 11,00( — —
Purchase of treasury stock — (1,929 (20,027
Issuance cost of common stock (12) (19 (22)
Tax (expense) benefit from stock-based compensation (73 (78) 15E
Net cash provided by (used in) financing activities 16,97 (7,644 (11,929
Increase (decrease) in cash and cash equivalents 1,761 81¢€ (423)
Cash and cash equivalents at beginning of year 922 10€ 52¢
Cash and cash equivalents at the end of year $ 268 $ 922 $  10¢€
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Note 20 — Quarterly Financial Information of Center Bancorp, Inc. (Unaudited)
2009

4th Quarter
(Restated)(l) 3rd Quarter 2nd Quarter 1st Quarter

(Dollars in Thousands, Except per Share Data)

Total interest income $ 1297 $ 1349 $ 12,70¢ $ 11,94:
Total interest expense 4,95¢ 6,05( 6,07¢ 5,56¢
Net interest incom 8,01¢ 7,441 6,627 6,37¢
Provision for loan losses 2,74( 28C 15€ 1,421
Total other income, net of securities gains 96¢ 822 841 784
Net securities gains (losse (1,30¢) (511) 1,71¢( 60C
Other expense 5,23¢ 5,18¢ 7,31« 5,31¢
Income before income taxes (300) 2,28¢ 1,70¢ 1,02:
Income tax expense (benefit) (53¢€) 751 507 224
Net income $ 23§ 153t % 1,201 $ 79¢
Net income available to common stockholc  $ 94 % 1387 $ 1,05¢ $ 67C

Earnings per share:

Basic $ 0.01 $ 011 $ 0.0¢ $ 0.0t
Diluted $ 001 $ 011 $ 0.0¢ $ 0.0t
Weighted average common shares outstandi

Basic 14,531,38 13,000,60 12,994,42 12,991,31
Diluted 14,534,25 13,005,10 12,996,54 12,993,18

(1) See Note 21 to the Consolidated Financial States.
2008

4th Quarter 3rd Quarter 2nd Quarter 1st Quarter

(Dollars in Thousands, Except per Share Data)

Total interest income $ 1261F $ 1268¢ $ 12,23( $ 12,36(
Total interest expense 5,792 5,82¢ 5,801 6,67<
Net interest incom 6,82: 6,86( 6,42¢ 5,68
Provision for loan losses 42¢ 46E 521 15C
Total other income, net of securities gains 871 1,127 891 86€
Net securities gains (losse (25€) (1,075 22t 0
Other expense 4,754 4,57¢ 5,18¢ 4,95¢
Income before income taxes 2,25¢ 1,86¢ 1,83¢ 1,45(
Income tax expense 56C 34€ 42¢ 23:
Net income $ 1,69¢ $ 151¢ % 1,40¢ $ 1,215

Earnings per share:



Diluted $ 0.1 $ 01z $ 011 $

Weighted average common shares outstandi

Basic 12,989,30 12,990,44 13,070,86 13,144,74
Diluted 12,995,13 13,003,95 13,083,55 13,163,58

Note: Due to rounding, quarterly earnings per shaag not sum to reported annual earnings per share.
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Note 21 — Restatement of Consolidated Financial Sements
Reclassification adjustment related to presentatibreceivable

Subsequent to issuance of the Corporation’s DeceB1he2009 financial statements, the Corporatiaeireed notice that it
was necessary to conform to regulatory reportirgjtipms taken, with respect to the previously régditoan receivable from
Highlands State Bank (“Highlands”). As previousported, this loan participation ended and Uniont&eNational Bank (the
“Bank”) made demand for payment from Highlandstha Corporation’s Annual Report on Form 10-K agioilly reported,
the Corporation treated the amount due of approely 85,053,000 as a receivable from Highlandserathan as a loan since
the participation had ended. Bank regulators havneloded that solely for purposes of the Consatidd&eports of Condition
and Income (“Call Reports”) filed by the Bank witte bank regulators, the item should be accourmteddnsistent with its
classification prior to December 31, 2009, desfhitetermination of the participation. After reviegithis matter with the Audit
Committee of the Board of Directors of the Corpimmatand of the Board of Directors of the Bank, Bank has agreed to
account for this item in its Call Reports in thermar proposed by the bank regulators and the Catiparhas determined to
restate its year-end financial statements filedhwhie SEC to assure that the financial stateméatswith the SEC are
consistent with the financial statements filed ag pf the Call Reports.

Subsequent change in the provision and the alloedmcloan losses pursuant to reclassificationexeaivable

By conforming at December 31, 2009 to the previegulatory reporting classification, managemenedeined that (i) a
$900,000 charge-off that was reversed at the tiraédan was originally reclassified to a receivaktrild be required to be
reinstated to the loan balance; and (ii) a FASB /850-10 (previously SFAS No. 114, “Accounting bye@itors for
Impairment of a Loan”) impairment evaluation wasessary on the net loan at December 31, 2009, whgtlited in an
increase in the provision and the allowance fon llmgses. The effect on net income for the yeaeeémkcember 31, 2009 was
a decrease of $802,000.
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Note 21 — Restatement of Consolidated Financial Sements — (continued)

At or For the Year Ended December 31, 2009

As Previously

Reported Reclassificatior ~ Adjustment Restated
(In Thousands, Except Per Share Data)

Consolidated Statement of Condition Data
Loans $ 71545 $ 505° $ (900) $ 719,60¢
Allowance for loan losses 8,27t — 43¢ 8,711
Net loans 707,17¢ 5,05¢ (1,336 710,89!
Other assets 21,08: (5,057) — 16,03(
Total assets 1,196,82. — (1,33¢) 1,195,48:
Accounts payable and accrued liabilities 6,16( — (539) 5,62¢
Total liabilities 1,094,27. — (534) 1,093,73!
Retained earnings 17,87( — (802) 17,06¢
Total stockholders’ equity 102,55: — (802) 101,74¢
Total liabilities and stockholder’s equity 1,196,82. — (1,33¢) 1,195,48!
Consolidated Statement of Income Data
Provision for loan losses $ 3261 $ — $ 1,33¢ $ 4,597
Net interest income, after provision for loan las 25,20¢ — (1,33¢) 23,86¢
Income before income tax expense 6,05¢ — (1,33¢) 4,717
Income tax expense 1,48( — (534) 94¢€
Net income 4 57: — (802) 3,771
Net income available to common stockholc 4,00¢ — (802) 3,20¢
Earnings per common share:

Basic $ 03C $ — $ (0.0 $ 0.24

Diluted 0.3C — (0.06) 0.24
Consolidated Statement of Cash Flows Data
Net income $ 457 % — $ (802 $ 3,771
Cash flows from operating activities:
Provision for loan losses 3,261 — 1,33¢ 4,597
Provision for deferred taxes 1,35¢ (534) 81¢
Increase in other assets (7,319 — 5,58’ (1,737
Increase (decrease) in other liabilities 54 — (5349) (480)
Net cash provided by operating activit 3,62 — 5,05:% 8,67t
Net increase in loar (40,490 (5,057 — (45,547)
Net cash (used in) investing activiti (101,849 (5,057) — (106,90
Supplemental disclosures of cash flow informat
Transfer of loan participation to other receivable $ 5,052 $ (5,059 $ 1 $ =
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Item 9. Changes in and Disagreements With Accountas on Accounting and Financial Disclosures

None.
Item 9A. Controls and Procedures

(a) Evaluation of Disclosure Controls and Procedure

The Corporation maintains disclosure controls amtgdures that are designed to ensure that infmmegquired to be
disclosed in its reports filed or submitted purduarthe Securities Exchange Act of 1934, as am@ftexchange Act”), is
recorded, processed, summarized and reported wvtiteitime periods specified in the Securities archEnge Commission’s
rules and forms, and that information requiredealisclosed by the Corporation in its Exchanger@pbrts is accumulated and
communicated to management, including the CorpmratiChief Executive Officer and Chief Financialfioér, to allow timely
decisions regarding required disclosure.

Under the supervision and with the participatiot®imanagement, including the Corporation’s CEieécutive Officer and
Chief Financial Officer, the Corporation evaluathd effectiveness of the design and operationefbrporation’s disclosure
controls and procedures pursuant to Exchange Alet R3a-15(e) and 15d-15(e) as of December 31, 2B&8ed upon that
evaluation, the Corporation’s Chief Executive Qffiand Chief Financial Officer concluded that thergdration’s disclosure
controls and procedures were effective as of sath as described below in Management's Report emrial Control Over
Financial Reporting (Item 9A(b)).

(b) Management’s Report on Internal Control Over Financial Reporting

The Corporation’s management is responsible fatdishing and maintaining adequate internal coravelr financial
reporting as defined in Rules 13a-15(f) of the Eraie Act. The Corporation’s internal control sysisra process designed to
provide reasonable assurance to the Corporatioatsagement, Board of Directors and shareholdersdiggpthe reliability of
financial reporting and the preparation and faggentation of financial statements for externabrié#pg purposes in accordance
with U.S. generally accepted accounting princip@gt internal control over financial reporting indes policies and
procedures that pertain to the maintenance of dsatiat, in reasonable detail, accurately andyfaéflect transactions and
dispositions of assets; provide reasonable asseséghat transactions are recorded as necessagyrtit preparation of
financial statements in accordance with U.S. gélyemacepted accounting principles and that recedpid expenditures are
being made only in accordance with authorizatidne@anagement and the directors of the Corporatiod;provide reasonable
assurance regarding prevention or timely deteafaimauthorized acquisition, use or dispositionhaf Corporation’s assets that
could have a material effect on our financial stegats.

All internal control systems, no matter how welkidmed, have inherent limitations. Therefore, etrse systems
determined to be effective can provide only reabtnassurance with respect to financial statemesgigration and
presentation. Also, projections of any evaluatibeféectiveness to future periods are subject eribk that controls may
become inadequate because of changes in conditintisat the degree of compliance with the policeprocedures may
deteriorate.

As part of the Corporation’s program to comply wiction 404 of the Sarbanes-Oxley Act of 2002, roanagement
assessed the effectiveness of the Corporatiorésnat control over financial reporting as of Decem®1, 2009 (the
“Assessment”). In making this Assessment, manageomssd the control criteria framework of the Contegtof Sponsoring
Organizations (“COSO”) of the Treadway Commissiaiblished in its report entitled Internal Control lrtegrated
Framework. Management's Assessment included amatiah of the design of the Corporation’s intercahtrol over financial
reporting and testing of the operational effectasnof its internal control over financial repogtiManagement reviewed the
results of its Assessment with the Audit Committee.

Based on this Assessment, management determing@shaf December 31, 2009, the Corporation’s irgkecontrol over
financial reporting was effective to provide reaale assurance regarding the reliability of finahoéporting and the
preparation of financial statements for externappses in accordance with accounting principlesgaly accepted in the
United States of America.

ParenteBeard LLC, the independent registered pabtiounting firm that audited the Corporation’ssidated financial
statements included in this Annual Report on Fo@akKlhas issued an audit report on the Corporatiarternal control over
financial reporting as of December 31, 2009. Thmre which expresses an opinion on the effectigeré the Corporation’s
internal control over financial reporting as of Bater 31, 2009, is included in this item underhtbading “Report of
Independent Registered Public Accounting Firm.”
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(c) Attestation Report of Independent Registered Palic Accounting Firm

The Board of Directors and Stockholders
Center Bancorp, Inc.

We have audited Center Bancorp, Inc.’s (the “Caapon”) internal control over financial reporting af December 31,
2009, based on criteria establishedniternal Control — Integrated Framewoissued by the Committee of Sponsoring
Organizations of the Treadway Commission (COSOnt€reBancorp, Inc.’s management is responsiblenfaintaining
effective internal control over financial reportiagd for its assessment of the effectiveness efriat control over financial
reporting included in the accompanying ManagemeRéport on Internal Control over Financial Repati@ur responsibility
is to express an opinion on the Corporation’s mdécontrol over financial reporting based on ocudia

We conducted our audit in accordance with the stedsdof the Public Company Accounting Oversightifiq@nited
States). Those standards require that we plan erfidrp the audit to obtain reasonable assurancetatitether effective
internal control over financial reporting was mained in all material respects. Our audit of in&wcontrol over financial
reporting included obtaining an understanding térimal control over financial reporting, assesshwgrisk that a material
weakness exists, and testing and evaluating thigrdead operating effectiveness of internal contaded on the assessed risk.
Our audit also included performing such other pdoces as we considered necessary in the circunestate believe that our
audit provides a reasonable basis for our opinion.

A corporation’s internal control over financial ggfing is a process designed to provide reasoradslerance regarding the
reliability of financial reporting and the prepacet of financial statements for external purposeadcordance with generally
accepted accounting principles. A corporation’siinal control over financial reporting includesgb@olicies and procedures
that (1) pertain to the maintenance of records thaeasonable detail, accurately and fairly tftbe transactions and
dispositions of the assets of the corporationp(@yide reasonable assurance that transactione@weded as necessary to
permit preparation of financial statements in adaoce with generally accepted accounting princj@es that receipts and
expenditures of the corporation are being made ionccordance with authorizations of managemedtdirectors of the
corporation; and (3) provide reasonable assuraegarding prevention or timely detection of unauittext acquisition, use, or
disposition of the corporation’s assets that cailde a material effect on the financial statements.

Because of its inherent limitations, internal cohtver financial reporting may not prevent or d@¢tmisstatements. Also,
projections of any evaluation of effectivenessutufe periods are subject to the risk that contrdy become inadequate
because of changes in conditions, or that the degfreompliance with the policies or procedures meteriorate.

In our opinion, Center Bancorp, Inc. maintainedalimmaterial respects, effective internal contreér financial reporting as
of December 31, 2009, based on the criteria estadddi ininternal Control — Integrated Framewoiksued by the Committee
of Sponsoring Organizations of the Treadway ComimisfCOSO).

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@snited States),
the consolidated statements of condition of CeB&srcorp, Inc. and subsidiaries and the relatedalolzged statement of
income, changes in stockholders’ equity and cashdlfor each of the years in the three-year pegiated December 31, 2009
and our report dated March 16, 2010 (except foeNxt, as to which the date is May 3, 2010) expreaseunqualified opinion.

/s/ ParenteBeard LLC

ParenteBeard LLC
Reading, Pennsylvania
May 3, 2010
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(d) Changes in Internal Controls Over Financial Reprting

There have been no changes in the Company’s inteon&ol over financial reporting identified indlAssessment that
occurred during the last fiscal quarter to whicis #innual Report on Form 10-K relates that haveemally affected, or are
reasonably likely to materially affect, the Companpternal control over financial reporting.

Item 9B. Other Information

None.
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PART Il

Item 10. Directors, Executive Officers and Corpora¢ Governance

The By-Laws of Center Bancorp, Inc. (“Center Baplar the “Company”) provide that the Company’s Bbavill consist
of not less than five nor more than twenty-five nbens. The exact number of directors is fixed artdrdgined from time to
time by resolution of the full Board or by resotutiof the shareholders at any annual or specialinged’he Company’s Board
has set the number of directors at eleven.

The Company’s common stock is listed on the Nasglafyal Select Market and Center Bancorp is govelnethe listing
standards applicable thereto. The Board’s Audit @ithee consists of Raymond Vanaria (Chairman), $ain&ennedy, Elliot
Kramer, Howard Kent, Harold Schechter and Williatrompson. All members of the Audit Committee of Baard of
Directors have been determined to be “independesattdrs” pursuant to the definition contained inl&4200(a)(15) of the
National Association of Securities Dealers’ Markatig Rules and under the SEC’s Rule 10A-3.

The Company’s Board of Directors has determinetidha of the members of the Audit Committee, Raythganaria,
constitutes an “audit committee financial expeas,such term is defined by the SEC. As noted abldveyanaria — as well as
the other members of the Audit Committee — has lietarmined to be “independent”.
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The following table sets forth the members of tleenpany’s Board of Directors, their principal occtipas for at least the
past five years, their ages, the year in which thegame a director of Center Bancorp and Union&éwational Bank
(“UCNB” or the “Bank”) and director positions hetdirrently or at any time during the last five years

Name

Occupation

Age

Director
Since

Alexander A. Bol

John J. DelLaney, Jr.

James J. Kennedy

Howard Kent

Phyllis S. Klein

Elliot I. Kramer

Nicholas Minoia

Harold Schechter

Lawrence B. Seidman

William A. Thompson

Raymond Vanaria

Owner, Alexander

A. Bol A.lLA. (architectural firm);
Chairman of the Board of Center Bancorp and UCNB
(2001 — Present)

Shareholder, Lindabury,

McCormick, Estabrook & Cooper, P.C.

(successor to Cooper Rose & English, LLP) (law fjrm
Mayor of Morristown,

New Jersey (199- 2005)

Managing Partner,

KV Solar, LLC

(energy conservation design and installation firm)
(2006 — 2008);

Managing Partner,

KV1 Asset Management, LLC

(hedge fund management company)

(1998 — Present)

Member, Real Estate Equities Group, LLC
(real estate investment and management business)

Partner, Donahue, Hagan, Klein,

Newsome & CDonnell, P.C.
(law firm)

Shareholder,
Goldman & Kramer PC
(law firm)

Member, Diversified Properties, L.L.C.
(full-service real estate group)

Chief Financial Officer,

Global Design Concepts, Inc.

(importer and distributor of accessories and hagdpa
(2005 - Present)

Manager of various investment funds;
Also a director of Stonegate Bank
(January 2009 — Present)

General Manager,

Uniselect USA

(auto parts distributor)

(2007 — Present);

Vice President of Thompson & Co.
(auto parts distributor)

Member, Malesardi, Quackenbush,
Swift & Company, LLC
(accounting firm)
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There is no family relationship, by blood, marriageadoption, between any of the foregoing directord any other officer,
director or employee of Center Bancorp or UCNB.

The following table sets forth the name and ageazh executive officer of Center Bancorp, the medoring which each
such person has served as an officer of the Compad¥NB and each such person’s business experigmdading all
positions with the Company and UCNB) for the past fears:

Name and Age Officer Since Business Experience

Anthony C. Weagley 1996 the Company President and Chief Executive Officer of the Compgpril

Age — 48 1985 the Bank 2008 — Present); President, Chief Executive Offaoed Chief
Financial Officer of the Company (August 2007 — rt4a2008);
President and Chief Executive Officer of the BaMlafch 2008 —
Present); President, Chief Executive Officer ahée€Financial
Officer of the Bank (August 2007 — February 2008%e
President & Treasurer of the Company (1996 — AugQ8%);
Senior Vice President & Cashier of the Bank (1998ugust
2007); Vice President & Cashier of the Bank (19911996)

William Boylan 2008 the Company Vice President of the Company (July 2008 — Pres&ethior

Age — 45 2007 the Bank Vice President of the Bank (January 2008 — Pres¥iug
President of the Bank (December 2007 — January)2@@ior
Vice President, Northern State Bank (August 200&vember
2007); and Senior Vice President, NVE Bank (1991 2006)

Mark S. Cardone 2001 the Company Vice President of the Company and Senior Vice Hegi&

Age — 47 2001 the Bank Branch Administrator of the Bank (2001 — Present)
Julie D’Aloia 1999 the Company Vice President of the Company (200Present); Secretary of t
Age — 48 1998 the Bank Company (1998 — Present); Corporate SecretaryeoCtimpany

(1998 — August 2007); Senior Vice President ofRaek (2001 —
Present); Secretary of the Bank (1998 — Presaagjstant-To-
The-President of the Bank (1995 — August 2007) pCrate
Secretary of the Bank (1998 — August 2007)

Joseph D. Gangemi 2008 the Company Executive Assistant to Chief Executive Officer, éstor

Age — 29 2004 the Bank Relations Officer and Corporate Secretary of thenfany and
the Bank (June 2008 — Present); Executive Assista@hief
Executive Officer and Investor Relations Officertioé Bank
(January 2008 — June 2008); Executive AssistaBhief
Executive Officer of the Bank (August 2007 — Jam2008);
Executive Assistant to Chief Financial Officer bétBank
(August 2005 — August 2007); Finance AssistanhefBank
(November 2004 — August 2005); Teller of the BaRr&l{ruary
2004 — November 2004)

Ronald Shapiro 2008 the Company Vice President and Senior Lending Officer of ther(any (July

Age — 58 2007 the Bank 2008 — Present); Senior Vice President and Serdoding
Officer of the Bank (July 2008 — Present); Vicedident of the
Bank (October 2007 — July 2008); Director of Len8ervices,
The Schonbraun McCann Group (real estate finanesuiting
firm) (February 2006 — August 2007); and Directod aid
Atlantic Regional Manager of Artesia Mortgage Cabpit
Corporation (August 2004 — December 2005)
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Vice President of the Company and Senior Vice Pregént of the Bank
(1998 — Present); Vice President of the Bank (19971998); Assistant Vice
Lori A. Wunder 1998 the Company 199 President of the Bank (1996 — 1997); and Assista@ashier of the Bank
Age — 46 the Bank (1995 — 1996)

Stephen J. Mauger 2010 the Company Vice President, Treasurer and Chief Financial @ffiof the

Age — 60 2010 the Bank Company (March 25, 2010 — Present); Senior VicaiBeat and
Chief Financial Officer of the Bank (March 8, 2040Present);
Executive Vice President, Chief Financial OfficedeSecretary
of Platinum Financial Services, Inc./Platinum Bamkl Trust,
N.A. (2008- 2009); Senior Vice President, Treasurer and Chief
Financial Officer of Greater Community Bancorp, dwa, NJ
(2005 —2008); Vice President, Risk Management and Assua;
Greater Community Bancorp, Totowa, NJ (2004 — 2005)

Code of Ethics

We are required to disclose whether we have adaptextie of ethics that applies to our principaleiee officer, principal
financial officer, principal accounting officer oontroller or persons performing similar functioiée have adopted such a code
of ethics and have posted a copy of the code omtemet website at the internet addrédtp://www.ucnb.com Copies of the
code may be obtained free of charge from our welzgithe above internet address.

Section 16(a) Beneficial Ownership Reporting Compdince

Section 16(a) of the Securities Exchange Act ofAl@Rjuires our directors, executive officers ancgges holding more
than 10% of a registered class of the equity seearf Center Bancorp to file with the SEC angtovide us with initial
reports of ownership, reports of changes in ownprahd annual reports of ownership of our commoxlsaind other equity
securities. As a result of the adoption of the 8aés-Oxley Act of 2002, the reporting obligatiorithwespect to certain
transactions were accelerated to 48 business hftershe transaction. Based solely upon a reviesuch reports furnished to
us, we believe that all such Section 16(a) repmete timely filed with respect to the year ended¢&wber 31, 2009, except that
director Alexander A. Bol in September 2009 inadetly reported two stock purchases one day ladetfaree days late,
respectively, director Lawrence Seidman inadvelyeeported seven stock purchases from one todays late, James Kenney
reported a purchase in the Company’s rights offe8 days late, all other directors reported pusekan the rights offering
seven days late in October 2009 as a result of/gléfethe process of allocating shares in the sigiftering and all directors
inadvertently reported 30 days late stock optiaasigd to them in March 2009.
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Item 11. Executive Compensation.

Compensation Discussion and Analysis

General

As part of the SEC’s executive compensation disgksequirements, issuers must provide a “CompemsBiscussion and
Analysis” in which issuers explain the materialneéts of their compensation of executive officarslbscribing the following:

» the objectives of the issuer’'s compensation o,

» the conduct that the compensation programs aigmied to reward;
» the elements of the compensation program;

» the rationale for each of the elements of thememsation program;

* how the issuer determines the amount (and, wdygpéicable, the formula) for each element of thepensation
program; and

* how each element and the issuer’s decisions degathat element fit into the issuer’s overall gensation objectives
and affect decisions regarding other elementsettdmpensation program.

Our compensation philosophy is dictated by the Gamsption Committee of our Board of Directors. Thées and
responsibilities of the Compensation Committee clvltonsists entirely of independent directors efBloard, are to:

» provide guidance regarding the design of our eyg® benefit plans;
» oversee the investments of our 401(k) plan aradifipd pension plan;
» establish the compensation of our chief execuifiieer, subject to the terms of any employmenmeagent;

» with input from our chief executive officer, elslish or recommend to our Board the compensatiaruobther
executive officers, subject to the terms of any#ng employment agreements; and

* monitor our overall compensation policies and kyge benefit plans.

Our chief executive officer participates in deterations regarding the compensation and designrofewnefit programs for
all employees, but does not participate in settiisgown compensation.

Our Compensation Objectives and the Focus of Oun@msation Rewards

We believe that an appropriate compensation progtaonld draw a balance between providing rewaréxézutive
officers while at the same time effectively conlirlj compensation costs. We reward executive affice order to attract
highly qualified individuals, to retain those inttiuals in a highly competitive marketplace for extaee talent and to
incentivize them to perform in a manner that maxesiour corporate performance. Accordingly, we rengght to structure
our executive compensation with a focus on paypfformance. We seek to offer executive compensgtiograms that align
each individual’s financial incentives with oura®gic direction and corporate values.

We view executive compensation as having threeckeyents:

* acurrent cash compensation program consistirsglafy and cash bonus incentives;

» long-term equity incentives reflected in grantstock options and/or restricted stock; and
» other executive retirement benefits and pergessit

These programs aim to provide our executives with\erall compensation package that is competititle comparable
financial institutions, and aligns individual perfitance with our long-term business objectives.
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We annually review our mix of short term performamecentives versus longer term incentives, andrjarate in our
compensation reviews the data from studies perfdraseto appropriate competitive levels of compeéosand benefits. We do
not have set percentages of short term versustésngincentives. Instead, we look to provide aoeable balance of those
incentives.

We also periodically “benchmark” our compensatioogsams to industry available databases and t@agreup. The
process has involved hiring independent compensatiasulting firms to perform studies that empliog following processes:

» gathering data from industry specific global aedional compensation databases based upon comsjzanfpr each
executive position;

» determining an appropriate peer group of finanostitutions based upon similar size and geogyaph
» developing data points for salary and total camhpensation comparisons and equity opportunities;

e averaging peer group and database statisticthige produce a relevant “market” at the dataisoior salary, total
cash compensation and equity and comparing outipesito the “market” data;

» evaluating other compensation components, inotydecutive benefits as compared to competitiaedsrds; and

e comparing our compensation levels to the “marketi determining our relative positioning for cotifpeeness as to
salary, total cash compensation and non-cash cosatien.

We did not engage in any benchmarking analysesigl@®09.

Although we gain considerable knowledge about thmapetitiveness of our compensation programs by wctivty periodic
studies, we recognize that each financial instituts unique and that significant differences betwimstitutions in regard to
executive compensation practices exist. We belileatthe combination of executive compensation nog that we provide
fulfill our objectives of providing a competitivevel of compensation and benefits in order to etmad retain key executives.
We also believe that our incentive programs apatgly reward performance to achieve profitabitityd growth while at the
same time allowing us to maintain controls over @mpensation costs.

Historically, our policy for allocating between Ipiterm and currently paid compensation has beensare adequate base
compensation to attract and retain personnel, vndeiding incentives to maximize long-term valee éur company and our
shareholders. Likewise, we provide cash compensatithe form of base salary to meet competitidarganorms and, when
appropriate, we have rewarded good performancen@maual basis in the form of bonus compensatios h&ve provided non-
cash compensation to reward superior performanamstgspecific objectives and long-term strategialg. Our compensation
package for 2009 for the executive officers nammethé Summary Compensation Table below ranged pascantage of total
compensation, from 95.4% to 86.9% in cash comp&msand 13.1% to 4.6% in non-cash compensatiofydiy benefits. No
equity awards were granted in 2009.

Impact of our Participation in the Treasury’s CagiPurchase Program

In response to unprecedented market turmoil, thergemcy Economic Stabilization Act (‘EESA”) was ergl on October
3, 2008. Under EESA, the United States Treasusy ‘({Tneasury”) established the TARP Capital Purchasgram, pursuant to
which the Treasury purchases preferred stock amchwi@ from financial institutions. On January 2009, the Treasury
purchased $10,000,000 of our non-convertible prefestock (the “Preferred Shares”) under the TARRBItal Purchase
Program.

Participants in the TARP Capital Purchase Prograrewequired to accept several compensation-reliaédtions
associated with this Program. In January 2009, diveur executive officers (Messrs. Weagley, Abratan, Shapiro and
Boylan and Ms. Wunder) agreed in writing to acaeptcompensation standards in existence at thatuimder the TARP
Capital Purchase Program and thereby cap or eltmswne of their contractual or legal rights. Thevjsions agreed to were
as follows:
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No golden parachute paymel. The term “golden parachute payment” under th&@PACapital Purchase Program (as
distinguished from the definition under the StinwAct referred to below) refers to a severance gagmesulting from
involuntary termination of employment, or from bamitcy of the employer, that exceeds three timegeghminated
employee’s average annual compensation over theyéars prior to termination. Our senior executiffeeers have
agreed to forego all golden parachute paymentaddong as they remain “senior executive officétisé CEO, the CF
and the three highest-paid executive officers ottha@n the CEO and CFO) and the Treasury contiraubslt the equity
or debt securities that we issued to it under tARF Capital Purchase Program (the period duringkwttie Treasury
holds those securities is referred to by us as@R® Covered Period”).

Clawback of Bonus and Incentive Compensation ieBam Certain Material InaccuraciesOur senior executive
officers agreed to a “clawback provision”. Any barr incentive compensation paid to them duringGR& Covered
Period is subject to recovery or “clawback” by iithe payments were based on materially inaccdirzéacial
statements or any other materially inaccurate perdmce metric criteria. The senior executive oficecknowledged
that each of our compensation, bonus, incentiveosimel benefit plans, arrangements and agreemieotsding golden
parachute, severance and employment agreemeniigcfoely, “Benefit Plans”) with respect to thenassdeemed
amended to the extent necessary to give effeatdo slawback and the restriction on golden parachayments.

No Compensation Arrangements that Encourage Exeegisk:. We are required to review our Benefit Plansrisuee
that they do not encourage senior executive offitetake unnecessary and excessive risks thaitémréhe value of ot
company. To the extent any such review requireisigns to any Benefit Plan with respect to our seaiecutive
officers, they agreed to negotiate such changestty and in good faith.

During the CPP Covered Period, we are not permitigdke federal income tax deductions for compimsgaid to the
senior executive officers in excess of $500,000year, subject to certain exceptions.

On February 17, 2009, the American Recovery and\Rstment Act of 2009 (the “Stimulus Act”) was etealc The
Stimulus Act contains several provisions desigmeelstablish executive compensation and governdaodards for financial
institutions (such as us) that received or willeige financial assistance under TARP. In certagtiainces, the Stimulus Act
modified the compensation-related limitations cored in the TARP Capital Purchase Program; howekerStimulus Act also
created additional compensation-related limitatiang directed the Treasury to establish standardsdecutive compensation
applicable to participants in TARP. In their Jaryu2009 agreements, our executives did not waivie tigts with respect to
the provisions implemented by the Stimulus Acteottmployees now covered by these provisions warasked and did not
agree to waive their rights. The compensation-eéléitnitations applicable to us which have beereadar modified by the
Stimulus Act are as follows:

No severance paymer. Under the Stimulus Act, the term “golden pardeblis defined to include any severance
payment resulting from involuntary termination ofifgoyment, except for payments for services perémtor benefits
accrued. Under the Stimulus Act, we are prohibiteth making any severance payment to our “seniecetive
officers” (defined in the Stimulus Act as the fikigghest paid senior executive officers) and outt fige most highly
compensated employees during the period that thiefPed Shares are outstanding.

Recovery of Incentive Compensation if Based ona@eMaterial Inaccuracie:. The Stimulus Act contains the
“clawback provision” discussed above but extenslgjiplication to any bonus awards and other ineemidmpensation
paid to any of our senior executive officers andmext 20 most highly compensated employees duhiegeriod that
the Preferred Shares are outstanding that isflaged to have been based on materially inaccunaéad¢ial statements
or other materially inaccurate measurements obperdnce.
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* No Compensation Arrangements that Encourage Easnvignipulation. Under the Stimulus Act, during the period
that the Preferred Shares are outstanding, werahggited from entering into compensation arrangetsighat
encourage manipulation of our reported earningthatrprovide incentives to take unnecessary oessiee risks, to
enhance the compensation of any of our employees.

» Limit on Incentive Compensatit. The Stimulus Act contains a provision that pbitsithe payment or accrual of any
bonus, retention award or incentive compensatiautchighest paid employee (presently, Mr. Weaglelyie the
Preferred Shares are outstanding other than awéfdag-term restricted stock that (i) do not fullgst while the
Preferred Shares are outstanding, (ii) have a vadtigreater than one-third of the total annual gensation of such
employee and (iii) are subject to such other retstris as will be determined by the Treasury. Tiwhibition on
bonuses does not preclude payments required urrit@rmemployment contracts entered into on ormtod=ebruary
11, 2009.

e Compensation and Human Resources Committee Fuactibhe Stimulus Act requires that our Compensation
Committee be comprised solely of independent dirscind that it meet at least semiannually to diseund evaluate
our employee compensation plans in light of anssseent of any risk posed to us from such compemsatans.

» Compliance Certifications The Stimulus Act requires an annual writteniieation by our chief executive officer and
chief financial officer with respect to our compite with the provisions of the Stimulus Act.

» Treasury Review of Excessive Bonuses Previousty.Pahe Stimulus Act directs the Treasury to revadiv
compensation paid to our senior executive offieerd our next 20 most highly compensated employedstermine
whether any such payments were inconsistent wétpthrposes of the Stimulus Act or were otherwisdreoy to the
public interest. If the Treasury makes such a figdihe Treasury is directed to negotiate withnisthe applicable
employee for appropriate reimbursements to ther&dmvernment with respect to the compensationtemiises.

e Sayon Pay Under the Stimulus Act, we are required to haveay on pay vote” by the shareholders on exeeutiv
compensation at our shareholder meetings duringehied that the Preferred Shares are outstanfmgas the case
for last year’s annual meeting of shareholders, thguirement will apply to our 2010 annual meetihghareholders.

Specific Elements of Our Compensation Program
We have described below the specific elements bEompensation program for executive officers.

Salary. While consolidation continues within the bankindustry, and recent experience continues to dstrate that
there remains a limited supply of qualified expeced executives, we believe that it is importaat the retain a competitive
salary structure in order to retain our existinglified officers and maintain a base pay strucamesistent with the structures
utilized for the compensation of similarly situagxkcutives in the industry and at similarly sizestitutions. We maintain
salary guidelines for our executive officers ag paa structured salary pay scale that is reviepaibdically based upon
industry standards developed through studies bgpeddent compensation consulting firms engagedibompensation
Committee for that purpose. We believe that a Kggaiive of our salary structure is to maintainsasable “fixed”
compensation costs by targeting base salaries@naetitive average, taking into effect performaasevell as seniority.

Certain of the officers named in our Summary Conspéon Table below (each of the officers namedhai table are
referred to in this proxy statement as our “Naméiic€rs”) who continue to serve as our executiviécefs were parties to
employment agreements that establish base salalgld-rom year-to-year, the Named Officers’ salaxgls subject to those
employment agreements may be increased, but mayendécreased. Other executive officers are emglaywvill but in
certain instances have a change in control agretetm&nprovides for additional compensation inélwent of the termination of
their employment in connection with certain businesmbinations.
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Mr. Weagley’'s employment agreement entitled himeimeive $25,000 of our common stock on Decembe@Q09 as part
of his annual compensation in lieu of salary. Tdrent was made in January 2010 and, accordinghgtigncluded in the tables
contained in this proxy statement. The grant wéecefd under our 2009 Equity Incentive Plan.

Short-Term Incentive Compensatioiwe maintain an Achievement Incentive Plan, whighrefer to as our “AIP”. Our
AIP is designed to motivate the plan participamis & correlate total cash compensation to perfao@an a manner designed
to provide meaningful incentives for executive offis in general and to provide competitive levél®tal cash compensation.
Under the terms of the AIP, our officers are eligito receive incentive pay for performance. Far@hief Executive Officer,
Anthony C. Weagley, performance goals relate sdtetje performance of Center Bancorp and its slidorgés. For all other
participants, goals relate both to individual perfance and overall corporate performance. Indivigesformance goals vary
by officer job function and are adjusted each yeesed upon our tactical and strategic objectivhs. &xtent to which we
achieve our corporate goals and profitability ampared to budget, are factors considered in thgocate performance portion
of our AIP. Under the AIP, performance goals ahitbe Bank-wide level and the individual performatevel are impacted by
subjective factors and by substantial discretiotihiwithe Compensation Committee. Thus, for examplele the bank-wide
portion of the performance goals are tied to Uri@mter National Bank’s strategic plan and buddé&gr gear-end, the
Compensation Committee examines not only whetheB#nk has reached targeted budget goals but algdhe Bank reached
the levels that it actually reached. If, in fabie Bank reaches a budget goal but does so in aenérat is not consistent with
certain specific objectives reflected in the sgatelan, bonus amounts payable with respect t&péade performance may be
reduced or eliminated.

The targeted incentive performance levels unde®dBrare established after consideration of indugtactices and norms
gathered from our periodic benchmarking studies.Z009, targeted awards as a percentage of sakne: ¥or the Chief
Executive Officer: 30%, Senior Vice Presidents: 20886e Presidents: 15%, and Assistant Vice Pressdand Assistant
Cashiers: 10%. Based upon actual performance, Upa% of the targeted award percentage may bewathi®articipants are
determined annually by the CEO and approved bythard of Directors and are assigned specific oljestthroughout the
year which comprise the individuals’ respectiverqmnal” goals. These personal goals typically regné at least 50% of the
total available payout, and can range to up to 1060%e total available payout under the plan. “Bagoals may account for
up to 50% of the total payout, but are typicallymore than 25% of the total available payout. Fi¥®and until the repayment
to the Treasury of the TARP Capital Purchase Progrvestment, the Chief Executive Officer is nagigle to participant in
the AIP due to prohibitions applicable to particifgin the TARP Capital Purchase Program.

For 2009, one or more of the following performandéeria for Center Bancorp and its subsidiaries sgecified for each
executive who participated in the AlP:

Bank Goals and Objectives

« Achievement of the Budget (Net income target®fldmillion)
* Return on Equity (Target of 6.23%)

» Efficiency Ratio (68% based on plan)

»  Employee Turnover (25% or less)

» Deposit Growth (Target level of $747.7 million)

e Loan Growth (Target level of $755.9 million)

e  Satisfactory Examination Results

» Achieving Strategic Planning Objectives
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Individual Goals and Objectives (which are desigteedrive achievement of the targets described @pbfor 2009
included:

* Increasing Capital and Replacing Cash

* Reducing High Cost Borrowings

« Maintaining or Improving the Bank’s RegulatorytiRgs

*  Profitability

* Systems uptime (maintaining systems uptime th bdernal end users and clients)
» Completion of Strategic Computer Conversions tsourced Vendors

During 2009, the Company also maintained a Loasrtiee Plan. Participants include individual loxeeutives from the
Chief Lending Officer to each individual loan officwho is in good standing and has received sat@faperformance
evaluations. This incentive plan provides quartedgh payments linked to nine different quantiatleasures or production
objectives. The plan is tied to Bank-wide and iidlial performance. The plan provides a pool, basedach individual's
production, used to pay out incentives for quaattie credit and performance goals which are wetjfdethe specific
profitability and quality measures. The Loan InéemPlan prohibits or reduces payments to particigeexecutives in the
event the delinquency ratio exceeds stated legrdsts deteriorate and/or loan losses increagécipants in the Loan
Incentive Plan may not participate in the AIP. BEO09, the targeted performance goals for all pggits in the Loan Incentive
Plan included the following:

» Deposit growth

* Fee Income Growth

* New Loans

* Loan Credit Risk Rating

+ Portfolio ROA

* Improving Loan Portfolio Delinquencies
* Improving Loan Review Rating

A participant in the AIP or Loan Incentive Plan rhhave at least a satisfactory performance appriaisader to be eligible
for an incentive award.

In light of the Company’s 2009 performance, the @ensation Committee and our Board determined tha&IR awards
would be granted to our Chief Executive Officetmany of the other Named Officers with respe@@09 performance. Mr.
Shapiro and Mr. Boylan received awards under thenlacentive Plan. See the “Summary CompensatiteTa

Long-Term Incentive CompensatioWe provide long-term incentives to the Named €&ifs through our stock incentive
plans. During 2009, our Named Officers became lakgio participate in our 2009 Equity IncentiveRl#Ve refer to that plan
as our “2009 Stock Plan”. From time to time, therensation Committee has granted stock option®anetricted stock
awards to our executive officers. Stock optionsehlagen granted at an exercise price equal to #redlrrent market price of
our common stock. Options and restricted stock dsvander the 2009 Stock Plan are granted aaddrocbasis taking into
account financial performance and results. No ogtioere granted to our senior executive officerdd@6, 2007, 2008 or 2009.

In 2006, our Board established the Center Bank Qprket Share Purchase Incentive Plan, which wer tefas the “PIP”.
We established the PIP in order to encourage oWwipeasd retention of our common stock by our exgeuwbfficers. Under the
PIP, any executive officer who applies up to 50%isfor her cash bonus to the purchase of our canstozk in the open
market will receive an additional cash amount teecdhe Federal, State or local income taxes ompdingon of the bonus used
to make these purchases. To be eligible for theigadhe purchased shares must be held by the @sofficer for at least 30
days.
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Since no cash bonuses were paid to the Named @fficeonnection with performance during 2006, 208 or 2009, no
open market purchases were made under the PIRd®e tyears.

Other Elements of Compensation for Executive Qfficén order to attract and retain qualified execesivwwe provide
executives with certain benefits and perquisitessisting primarily of retirement benefits througir 401(k) Plan, executive
life insurance and automobile allowances. Detdikhe values of these benefits and perquisites Inesfpund in the footnotes
and narratives to the Summary Compensation Talievbe

Employment Agreements

For many years, we have had employment agreemdtttgnthony C. Weagley and Lori A. Wunder. In contien with its
review of our employment agreements in 2007 and260r Compensation Committee approved an extemditre term of
each of the employment agreements with Mr. WeagiteyMs. Wunder through December 31, 2009. Althabhgtterms of
these agreements were extended until Decembe089, the multiple for determining the amount ofes@wice and benefits
that the executive would be entitled to receivéhmevent of a termination without cause or a restign for “good reason” was
limited by our Compensation Committee to two, eiféarmination of the executive’s employment occwtsen there is more
than two years remaining in the term. If, howevee, executive’s employment is terminated or heherresigns for “good
reason” following a “Change in Control Event”, thiéme multiple for determining severance pay ancelienwill be three (as
was previously provided by their employment agresisje We made similar changes in employment agratsiier other
executive officers who are not Named Officers.

In 2008, we further amended Mr. Weagley's employnagmeement. Mr. Weagley’s amended and restatedbgmpnt
agreement revised the compensation structure wgvonirtation of employment so that the multiple fetetmining his
severance pay and benefits will be three regardiesdether or not his termination of employmentws in connection with a
Change in Control Event and eliminated a tax grgsgrovision which could have added substantiakasgp in the event that
the payment of benefits upon termination were tolve so-called “excess parachute payments.”

Our Compensation Committee has expressed an iotendit to enter into formal employment agreemerits mewly hired
or promoted senior vice presidents. Instead, thegamsation Committee has expressed a desire toietat@on-competition
agreements with new senior vice presidents. Sugdeagents generally provide for enhanced compemsatithe event that a
change in control occurs while the applicable exgewfficer is employed by us. We entered intdargge in control
agreement with Ronald Shapiro, our senior lendifigey, in July 2008 See “Executive Compensation — Employment
Agreements.”

Compliance with Sections 162(m), EESA and 409hAeofriternal Revenue Code

Section 162(m) of the Internal Revenue Code demigsduction to any publicly held corporation fompensation paid to
certain “covered employees” in a taxable year édktent that compensation exceeds $1,000,000dovered employee.
Certain performance-based compensation that hasdm®oved by our shareholders is not subjectisdithitation. As a result,
stock options granted under our 2009 Stock Plamatrsubject to the limitations of Section 162(ipwever, restricted stock
awards under our 2009 Stock Plan generally willbetreated as performance-based compensationidRasstock award
grants made to date by us have not been at lehatistogether with other compensation, approache&1,000,000 limit. Also,
since we retain discretion over bonuses under tReafdd the Loan Incentive Plan, those bonusesvédlboot qualify for the
exemption for performance-based compensation. Tmpénsation Committee intends to provide execwtbrapensation in a
manner that will be fully deductible for federatome tax purposes, so long as that objective isistamt with overall business
and compensation objectives. However, we reserveigiht to use our judgment to authorize compeosgiayments that do
not comply with the exemptions in Section 162(mpewlve believe that such payments are appropriaénaime best interests
of our shareholders, after taking into consideratibanging business conditions or the executivieaft performance.

While our Preferred Shares are outstanding, waeir@ermitted to take federal income tax deductfongompensation
paid to the senior executive officers in exces$58f0,000 per year, subject to certain exceptions.
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It is also our intention to maintain our executdgampensation arrangements in conformity with tlggirements of Section
409A of the Internal Revenue Code, which imposetairerestrictions on deferred compensation arrareggs.

Summary of Cash and Certain Other Compensation

The following table sets forth, for the years en@etember 31, 2007, 2008 and 2009, a summary afdimpensation
earned by Anthony C. Weagley, A. Richard Abrahanaiad our three other most highly compensated eixecotficers who
were employed by us as of December 31, 2009. Magdléy served as our chief financial officer throogh2007 and through
March 2008 and as our chief executive officer sihagust 23, 2007. Mr. Abrahamian served as ourfdhiancial officer from
March 27, 2008 until the effective date of his gesition, which was February 19, 2010. We refeh&executive officers
named in this table as the “Named Officers”, weraéd Center Bancorp as “Center” and we refer tmb/€enter National
Bank as “UCNB.”

SUMMARY COMPENSATION TABLE

Change in
Pension
Value and
Nonqualified
Non-Equity Deferred
Incentive Plan Compensatior ~ All Other

Stock  Option Compensatior
Salary Bonus Awards Awards Compensatior Earnings Total

Name and Principal Position Year $) $) %) $) %) %) $)
(@ (b) (c) (d) (e) ® ()] (h) 0] 0]
Anthony C. Weagley, 2009 250,00( — — — — 19,97 17,80: 287,77t
President and Chief Executive Officer of Cen _ B
and UCNB from August 23, 2007 to Present; 2008 225,00( — 25,00( — — 16,657 16,42t 283,08
Vice President and Treasurer of Center and : 2007 195,31; — — — — 16,08¢ 30,49t 241,89¢
Vice President and Cashier of UCNB (prior
periods) (Mr. Weagley continued to serve as
Chief Financial Officer of Center until March
27, 2008 and as Chief Financial Officer of
UCNB until February 2008)
A. Richard Abrahamian, 2009 175,10( — — — — — 8,51z 183,61:
Vice President, Treasurer and Chief Financie
Officer of Center, March 27, 2008 to Februar 2008 148,75( 10,00( - - 10,20 - 6,300 175,25(
19, 2010; Vice President and Treasurer of 2007 — — _ _ _ _ — _
Center, February 19, 2008 to March 27, 200¢
Senior Vice President and Chief Financial
Officer of UCNB, February 19, 2008 to Febru
19, 2010
Lori A. Wunder, 2009 132,61: — — — — 14,29 4,51t 151,42:
Vice President of Center; . .
Senior Vice President of UCNB 2008 128,75( — — — 7,728 (732) 4,622 140,36¢

2007 125,00( — — — — 15,67+ 30,54 171,21«
Ronald M. Shapiro 2009 165,85¢ — — — 50,90¢ — 15,11: 231,87"
Vice President & Senior Lending Officer of ,
Center and Senior Vice President and Senioi 2008 132,500 12,50( - - 29,36 - 6,70¢ 181,06
Lending Officer of UCNB July 1, 2008 to 2007 22,27¢ — _ _ _ _ —  22,27¢
Present; Vice President of UCNB October 15
2007 to July 1, 2008
William J. Boylan 2009 128,92t — — — 61,03¢ — 17,00t 206,96¢
Vice President of Center July 31, 2008 to Pre
and Senior Vice President of UCNB January 2008 125,00( - - - 21,75 - 7,828 154,57
2008 to Present; Vice President of UCNB 2007 8,75 20,00¢ _ _ _ _ —  28,75(

December 3, 2007 to January 15, 2008
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Mr. Abrahamian, Mr. Shapiro and Mr. Boylan firsirjed UCNB on February 19, 2008, October 15, 20 ecember 3,
2007, respectively. Their compensation is showrafoperiods when they were employed by Center GNB. Mr. Abrahamian
resigned on January 28, 2010. Mr. Weagley and Mmdir were employed by Center and UCNB for allgusicovered by the
table above; accordingly, the table reflects corspgan for Mr. Weagley and Ms. Wunder for all capas served during such
periods.

For us, 2007 was a difficult year. Accordingly, did not pay bonuses to any of the Named Officerpéformance during
2007 and we did not grant stock awards or stoclkoppto any of the Named Officers during 2007. Rantnore, the Named
Officers did not receive any compensation from eqguity incentive plans with respect to performadgeng 2007. Both 2008
and 2009 were also challenging, given the extraargiturmoil in the global economy. Nevertheless,were profitable, with a
substantial portion of our earnings derived fromeagperations in 2008 and 2009. As a result, lidhiienus compensation was
paid during 2008 to the Named Officers. Any bonugresited under the AIP or the Loan Incentive Pnogaae shown in the
Non-Equity Incentive Plan Compensation column. {Samounts were inadvertently included under the8Z®nus column in
the 2008 proxy statement, but are correctly rediédéh the Non-Equity Incentive Plan Compensatidnmoo above.) For a
description of the AIP and the Loan Incentive Pkae “Compensation Discussion and Analysis.” We péd sign-on bonuses
with respect to certain new members of senior mamegt in 2007 and 2008. Earnings for 2009 were ategkby significantly
lower short-term interest rates, intense competitis deposits in the Company’s marketplace and:tmginuing volatility in
the financial markets. No bonuses were paid td\gamed Officers during 2009 and no amounts were fgaildle Named
Officers for 2009 under non-equity incentive plasther than the amounts paid to Mr. Shapiro andBéylan under the Loan
Incentive Plan, which are set forth in the Non-Eglicentive Plan Compensation column.

In the table above:

» when we refer to “stock awards,” we are refertimghe aggregate grant date fair value computed@ordance with
FASB ASC Topic 718. Pursuant to Mr. Weagley’s emgplent agreement, he was entitled to receive sludiresmmon
stock having a value of $25,000 on December 319288 this stock award was actually awarded to\Meagley in
January 2010, it is not included in the table abéJso pursuant to his employment agreement, Mra@ley received
3,028 shares of Center Bancorp common stock onrbleee31, 2008 having a value of $25,000, and tmiswant is
included under the column “Stock Awards” for 2008is stock award was fully vested on the grant;date

» when we refer to an “incentive plan”, we are refey to a plan that provides compensation to itigeze performance
over a specified period, whether such performasceedasured by reference to our financial performaoar stock pric
or any other performance measure (including indialgperformance). A “non-equity incentive plags”an incentive pla
in which benefits are not valued by reference t&HR&Z3R. Our AIP and our Loan Incentive Plan are-equity
incentive plans;

* when we refer to changes in pension values iaronl“h” above, we are referring to the aggregatige in the present
value of the Named Officer’'s accumulated benefienthe Union Center National Bank Pension Plamfiioe
measurement date used for preparing our 2006 yehfigancial statements to the measurement datefos@reparing
our 2007 year-end financial statements (in the cds@r 2007 compensation), from the measuremeetwsed for
preparing our 2007 year-end financial statementsg¢aneasurement date used for preparing our 28@8eynd financia
statements (in the case of our 2008 compensati@mhjram the measurement date used for preparin@@d8 year-end
financial statements to the measurement date usqudparing our 2009 year-end financial statemg@ntthe case of
our 2009 compensation);

« the Named Officers did not receive any nonquedifileferred compensation earnings during 2007, 20@809; when
we refer to “nonqualified deferred compensatiomesys” in this table, we are referring to above-kedior preferential
earnings on compensation that is deferred on & lizai is not tax-qualified, such as earnings aorqualified defined
contribution plan;
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» “all other compensation” includes the following 2009:

« for Mr. Weagley: $10,800 represents expense reisipect to an automobile allowance; $6,250 repteseatching
payments that we made under our 401(k) plan; ab& $¥presents payment for group term-life insurance

« for Mr. Abrahamian: $7,200 represents expensk reispect to an automobile allowance and $1,3jsents
payment for group term-life insurance;

+ for Ms. Wunder: $3,986 represents matching paymthat we made under our 401(k) plan and $52@septs
payment for group term-life insurance;

« for Mr. Shapiro: $7,200 represents expense reisipect to an automobile allowance; $6,723 reptsseatching
payments that we made under our 401(k) plan; antb®Irepresents payment for group term-life insceaand

« for Mr. Boylan: $7,200 represents expense wapect to an automobile allowance; $8,645 represeatching
payments that we made under our 401(k) plan; antb®lrepresents payment for group term-life inscean

Grants of Plan-Based Awards

During 2009, our Named Officers did not receivecktawards or stock options. The amounts under rieggd Future
Payouts Under Non-Equity Incentive Plan Awards’resgnts the threshold (minimum), target and maximasih amounts that
could have been earned by each Named Officer uhdeCompany’s AIP and, for Mr. Shapiro and Mr. Boylthe Loan
Incentive Plan, if specified performance targets been attained. As none of the AIP targets weaénaid, no amounts were
paid under the AIP for 2009. Mr. Shapiro and MryBm received amounts under the Loan Incentive PI2009. Those
amounts are included in the Summary CompensatibieTebove. For a description of the various pertoroe targets, please
see the description of the AIP and the Loan Ingerfilan under the Compensation Discussion and Aisadbove.

All other
All other Option
Stock Awards:  Exercise
Awards:  Number of Grant Date

Estimated Future Payouts Under ~ Number of ~Securities or Base Fair Value
Non-Equity Incentive Plan Awards Shares of Underlying Price of of Stock

Stock or Option  and Option

Grant Threshold Target Maximum Units Options  Awards  Awards
Name Date %) $) $) #) #) ($/Sh)
@) (b) © @ @ 0) 0) ) ®®
Anthony C. Weagley — — 75,00 105,00( — — — —
A. Richard Abrahamian — — 35,02( 49,02¢ — — — —
Lori A. Wunder — — 26,52: 37,13 — — — —
Ronald M. Shapiro — — 40,00 @ — — — —
William J. Boylan — — 40,00 @ — — — —

(1) The executive could also be entitled to a paege overrun of additional incentive over the ¢args outlined in the
incentive plan document.
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Outstanding Equity Awards at December 31, 2009

The following table sets forth, for each of the NehOfficers, information regarding stock optionsl amvested stock
awards outstanding at December 31, 2009. As iretilciait the table, as of that date, all stock optioeisl by the Named Officers
were exercisable and all stock awards were vested.

Option Awards Stock Awards
Number of
Securities Number of Number of  Market Value of
Underlying Securities Shares or Shares or
Unexercisec Underlying Units of Units of
Unexercised Option Stock That Stock That
Options Options Exercise Option Have Not Have Not
#) #) Price Expiration Vested Vested
Name Exercisable  Non-Exercisable %) Date #) $)
@ (b) () (e) ® (@ (h)
Anthony C. Weagley 4,631 0 8.97 6/20/2012
9,59¢ 0 10.64 10/19/201!
A. Richard Abrahamian 0 0 — — 0 0
Lori A. Wunder 4,631 8.97 6/20/2012
6,51¢ 0 10.6¢ 10/19/201!
Ronald M. Shapiro 0 0 — —
William J. Boylan 0 0 — —

In the table above, we are disclosing:

e incolumn “b”, the number of shares of our comnstwck underlying unexercised stock options thatvexercisable as
of December 31, 2009; and

* incolumns “e” and “f”, respectively, the exemiprice and expiration date for each stock opfian wvas outstanding as
of December 31, 2009.

Options Exercised and Stock Vested

As indicated in the following chart, none of therhiad Officers held any stock awards that vestechdu2D09 and none of
the Named Officers, other than Mr. Weagley, exetiany stock options during 2009. The phrase “vedaéized on exercise”
represents the number of shares of common stodkrsietin column (b) multiplied by the differencetiveen the market price
of our common stock on the date of exercise andNdreed Officer’s exercise price.

Option Awards Stock Awards
Number of Number of
Shares Acquired Value Realized Shares Acquired Value Realized
on Exercise on Exercise on Vesting on Vesting
Name #) ($) #) (%)
@ (b) (©) (d) (e)
Anthony C. Weagley 1,757 3,81: — —
1,65( 3,61¢
1,73( 2,61z

A. Richard Abrahamian — — — —
Lori A. Wunder — — — —
Ronald M. Shapiro — — — —
William J. Boylan — — — —
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Pension Benefits

The following table sets forth, for each of the NehOfficers, information regarding the benefitsgdalg under each of our
plans that provides for payments or other benefitfollowing, or in connection with such Named i0éf’s retirement. Those
plans are summarized below the following table. fidilewing table does not provide information rediag tax-qualified
defined contribution plans or nonqualified defirghtribution plans.

Payment:s
Number
of Present During
Years of Value of Last
Credited Accumulated  Fiscal
Service Benefit Year
Name Plan Name #) %) %)

(@) (b) (©) () (e)

Union Center National Bank Pension Plan
Anthony C. Weagley Trust 23 220,19¢ —

A. Richard Abrahamian — — — _

Union Center National Bank Pension Plan
Lori A. Wunder Trust 12 115,53¢ —

Ronald M. Shapiro — — — —

William J. Boylan — — — —

In the table above:

* we have determined the years of credited sehésed on the same pension plan measurement daveethised in
preparing our audited financial statements forys@ ended December 31, 2009; we refer to thatatatle “Plan
Measurement Date”;

» when we use the phrase “present value of accueatlizenefit”, we are referring to the actuarialgerg value of the
Named Office’s accumulated benefits under our pension plardsuleded as of the Plan Measurement Date;

» the present value of accumulated benefits shovthd table above have been determined using thwemaions set forth
in our audited financial statements for the yeateehDecember 31, 2009; and

« column “e” refers to the dollar amount of paynseand benefits, if any, actually paid or othervwisevided to the
Named Officer during 2009 under our pension pl.

The Union Center National Bank Pension Trust — Wwhi@ refer to as the “Pension Plan” — is intendebld a tax-
qualified defined benefit plan under Section 40bfahe Internal Revenue Code. The Pension Plaichatias been in effect
since March 15, 1950, generally covers employeésnidn Center National Bank and Center Bancorp e attained age 21
and completed one year of service. The normakratnt (age 65) pension payable under the Pensioni$yenerally equal to
44% of a participant’s highest average compensati@n a 5-year period. Compensation means a gaatits W-2 wages,
increased by certain reductions such as 401 (Kyiboions. The normal retirement benefit is profmrately reduced if a
participant has less than 25 years of service @6agNone of our Named Officers was eligible tireewith a normal
retirement pension as of December 31, 2009.

A participant may retire before or after age 65akticipant will qualify for immediate commencemeifitan early
retirement pension if he or she retires after mittgi age 60 and completing at least six yearsmwice A participant who
completes five years of service is entitled to st&& pension commencing at normal retirement agéter meeting the early
retirement requirements. Early retirement and wepnsion benefits are calculated in the same mas@ normal retirement
pension, but are multiplied by a fraction the nuamt@r of which is the participant’s years of serndeel the denominator of
which is the number of years of service the paréint would have accumulated through normal retirenigenefits payable
prior to normal retirement are also subject to sihient for actuarial equivalence, using age aretést factors specified by the
Pension Plan. Based upon their ages and yearswidesenone of our Named Officers is currently idig for an early retirement
pension under the Pension Plan.
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Pension Plan benefits are generally payable ifiditme of a life annuity or a joint and survivor arityu However, a
participant may elect to receive his or her pengica lump sum. All forms of benefit are actuagiadljuivalent to a single life
annuity form.

Nonqualified Deferred Compensation

The Union Center National Bank Deferred Compensdtilan for Senior Executives and Directors was itesied in 2008.

Stock Option Plans

We currently maintain the 2009 Equity IncentiverRlander which our Compensation Committee may dianentive
stock options” as defined under the Internal Reee@ade, non-qualified stock options, restrictedlstmwards and restricted
stock unit awards to employees, including officars] consultants. We previously maintained our 198®loyee Stock
Incentive Plan and our 1993 Employee Stock Optiam,fboth of which have expired. No additional gsamay be made under
those plans. We adopted all of these plans in dodattract and retain qualified officers and emples and, with respect to the
2009 Equity Incentive Plan, consultants. Underlt®@9 Employee Stock Incentive Plan, our Compensa&iommittee was able
to grant incentive stock options, non-qualifiedcg&toptions and restricted stock awards to our eygas, including our officers.
Under the 1993 Employee Stock Option Plan, our Gameation Committee was able to grant incentivekstptions and non-
qualified stock options to our officers and emplege

A total of 400,000 shares of common stock wereaigkd for issuance under the 2009 Equity Incerfile. All of these
400,000 shares were available for future grantsf danuary 1, 2010. As of December 31, 2009, wellddemployees, all of
whom are eligible to participate in the 2009 Equitgentive Plan. Future grants under the 2009 Edoitentive Plan have not
yet been determined. No option will be exercisabtge than ten years from the date of grant andptioroor other award may
be granted after March 26, 2019 under our 2009t diucentive Plan.

We initially had 435,153 shares of our common staathorized for issuance under the 1999 EmployeekShcentive Plan
(as adjusted for stock splits and stock dividerag) we initially had 633,194 shares authorizedfsnance under the 1993
Employee Stock Option Plan (as adjusted for stptikssand stock dividends).

The following table provides information about @ammon stock that may be issued upon the exer€isptions, warrants
and rights under our 2009 Equity Incentive PlargaBEmployee Stock Incentive Plan, 1993 EmployeekS@ption Plan, 1993
Outside Director Stock Option Plan and 2003 Non-Eyge Director Stock Option Plan as of December2BD9. These plans
were our only equity compensation plans in existese of December 31, 2009. As of December 31, 2808rds could only be
granted under the 2009 Equity Incentive Plan ar@820on-Employee Director Stock Option Plan.

Number of Securities
Remaining Available for

Number of Securities to be Weighted Average Future Issuance Under
Issued Upon Exercise of Exercise Price of Equity Compensation Plans
Outstanding Options, Outstanding Options, (Excluding Securities
Warrants and Rights Warrants and Rights Reflected in Column (a))
Plan Category (a) (b) (c)
Equity Compensation Plans
Approved by Shareholders 192,00: 7.67 =15.7% 1,079,62:
Equity Compensation Plans N
Approved by Shareholders — — —
Total 192,00: 7.67 —15.7% 1,079,62.
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Employment Agreements
Anthony Weagley

On April 4, 2008, Anthony Weagley, our current ¢tagecutive officer, entered into an amended asthted employment
agreement. The agreement provided for a term #pitesl on December 31, 2009, without any renewalvélver, if a Change
in Control Event (as defined) occurred during et of the agreement, the agreement would autoatigtiextend for a period
of three years after that event. The agreementigiedvfor a salary of $225,000 per year, the isseai&25,000 of stock on
December 31, 2008 and 2009, participation in olR,Al car allowance and health and life insurandebanefits under our 401
(k) Plan. In the event that Mr. Weagley had beemiteated without “Cause” or he terminated with “@dgeason” (each as
defined by the agreement), he would be entitle@¢eive (a) a lump sum severance payment equlide {3) times the sum of
(i) his annual base salary as in effect immedigpeigr to the termination, (ii) the largest annoatsh bonus he ever received or
receives from us (the “Weagley Largest Bonus™)) {iie amount recorded on his W-2 (for the calernydar preceding the
calendar year in which the termination occurs) ibatttributable to fringe benefits provided to Hisnus, and (iv) the maximum
matching contribution that could have been madesundr 401(k) plan if he had remained employed $jou an additional
year following the date of termination; (b) a lusym payment equal to the excess, if any, of (xJulg sum present value of
the benefit that Mr. Weagley would have been etitb receive under our tax-qualified defined bipehsion plan (the
“Pension Plan”) had he continued to be employed<jor an additional three year period following termination (assuming
that he continued during such period to receivalarg equal to the salary in effect on the dateephination and an annual
incentive bonus equal to the Weagley Largest Boray®r (y) the lump sum present value of the bémledit Mr. Weagley is
entitled to receive under the Pension Plan asetittie of his termination of employment; (c) intagr circumstances, COBRA
coverage for eighteen months; (d) continued lilimance coverage for three years, and (e) acdele@tall unvested stock
options. Substantially all of the payments and Eeneere conditioned upon Mr. Weagley’s executidelivery and non-
revocation of a general release in favor of CeBtarcorp and related parties. As indicated aboeatgreement terminated on
December 31, 2009.

Lori Wunder

Lori A. Wunder entered into an employment agreemétit us that, as amended and restated as of Jahuad07,
provided for an initial term that expired on Deca&mnB1, 2009 and contained a renewal provision thaffect, assured her of
at least two years’ notice of termination in theerice of a Change in Control Event (as defined)}laree years’ notice of
termination in connection with a Change in ConEaént. On December 3, 2007, Ms. Wunder agreed endments to her
employment agreements which provide for a termeiptred on December 31, 2009, without any rener@aivever, if a
Change in Control Event (as defined in her agreénted occurred during the term of the agreeméstagreement would
automatically extend for a period of three yeatsrahat event.

Under the December 3, 2007 amendment, effectiva flanuary 1, 2008, the Company was obligated teigedVis.
Wunder with an automobile expense reimbursemefarof-four cents per mile based on a daily milelggefor Bank business,
but was no longer obligated to provide Ms. Wundihan automobile as had been required prior tt susendment. Title to
the automobile then being driven by and in the pssien of Ms. Wunder was transferred from the Baris Wunder without
additional payment by her. The amended employmgmesnent required the Company to provide Ms. Wundigr life
insurance, short and long-term disability insuranealth insurance, pension benefits and benefidetme Bank’'s 401(k) Plan
to the extent that such benefits were provided ecebnber 3, 2007, together with any benefit enharoésrthat may be added
to such plans in the future. The monetary amousuoh benefits received by each employee will kecoordance with the
terms and conditions of such plans.

The agreement provided that if the employment of Wiander were terminated without “Cause” or shenteated with
“Good Reason” (each as defined by the agreemenit)githe term, she would receive a lump sum payraquoal to two times
(three times if the termination was in connectidgthva Change in Control Event) the sum of the ahrata of salary that she
was receiving at the time of termination and thigdat bonus she ever received from the Companyrahee\IP. In addition,
she would receive a lump sum payment equal toifference between the amount of benefits, if ahgt she would have
accrued under our Pension Plan, as well as the mnodadditional contributions that we would havada on her behalf under
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our 401(k) Plan, had her employment continued fperod of two additional years (three years if tfienination was in
connection with a Change in Control Event). Furtlaey unvested stock options held by Ms. Wunderladvbacome fully
vested and the Company would continue healthaliig long-term care insurance coverage for herrfadalitional two years
(or three years if the termination was in connectigth a Change in Control Event. As indicated ahdlie agreement with Ms.
Wunder terminated on December 31, 2009.

Richard Abrahamian and Ronald M. Shapiro

On April 15, 2008, we entered into a change in drEgreement with Richard Abrahamian, our fornt@etfinancial
officer, who resigned from the Company on Janua&y?®10. The agreement provided that it would teatd on February 2,
2010, and was not subject to automatic renewagtftr. However, if a “Change in Control Event” taamturred at any time
prior to February 2, 2010, then the term of thengeain control agreement would automatically beedéed for a period of one
year from the date of such Change in Control Event.

On November 21, 2008, we entered into a changeritral agreement with Ronald Shapiro, our chietlleg officer. The
agreement will terminate on July 14, 2010 and issnbject to automatic renewal thereafter. Howeifer,'‘Change in Control
Event” occurs at any time prior to July 14, 201@rt the term of the change in control agreememtawtbmatically be extended
for a period of one year from the date of such @ean Control Event.

The change in control agreements permitted Mr. Afngian and permits Mr. Shapiro to resign within #89s after the
occurrence of a Change in Control Event (as defirlgdon termination of employment by such Nameddefffor “Good
Reason” (as defined) with respect to a Change imrGbEvent that occurs during the term of the agrent or upon termination
of such Named Officer's employment by us withouatSe” (as defined) within one year after a Chandgedntrol Event, such
Named Officer is entitled to: (a) a lump sum semeeapayment equal to three (3) times the sum diigipnnual base salary as
in effect immediately prior to the termination) @ihe largest annual cash bonus he ever receiveeteives from us (the
“Largest Bonus”), (iii) the amount recorded on Wis2 (for the calendar year preceding the calendar jn which the
termination occurs) that is attributable to frifggnefits provided to him by us, and (iv) the maximenatching contribution that
could have been made under our 401(k) plan if leremained employed by us for an additional yeboviong the date of
termination; (b) a lump sum payment equal to theees, if any, of (x) the lump sum present valuthefbenefit that such
Named Officer would have been entitled to receivdeax our Pension Plan had he continued to be eraglby us for an
additional three year period following the terminat(assuming that he continued during such penaeceive a salary equal to
the salary in effect on the date of termination anagnnual incentive bonus equal to the LargestiBprover (y) the lump sum
present value of the benefit that such Named Qfficentitled to receive under the Pension Plaof dise date of his termination
of employment; (c) in certain circumstances, COB&&erage for eighteen months; (d) continued lifrimance coverage for
three years, and (e) acceleration of all unvestarkoptions. Substantially all of the payments badefits are conditioned
upon such Named Officer’s execution, delivery and-nevocation of a general release in favor of €eBancorp and related
parties. The agreement with Mr. Abrahamian hasiteated.

General

The employment agreement for Ms. Wunder contain@ptass up” provision which provided for additionayments in the
event that any amounts payable or benefits providdetr pursuant to her employment agreement weiject to certain excise
taxes imposed by Section 4999 of the Internal ReeePode. The agreements for Messrs. Weagley arhabrian provided,
and for Mr. Shapiro, provides for a reduction iméfits if necessary to assure that the compensptigable thereunder is not
subject to such excise taxes.

Had Mr. Weagley, Mr. Abrahamian, Ms. Wunder or Bhapiro been involuntarily terminated as of Decem@ie 2009 in
connection with a Change in Control Event, the agipnate amounts that Mr. Weagley and Ms. Wunderldvbave been
entitled to receive under their respective emplaynagreements, and the approximate amounts thadbtahamian and Mr.
Shapiro would have been entitled to receive ungeir tespective change in control agreements, baged their compensation
for 2009 and disregarding any
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restrictions on severance payments applicable wigleemain a participant in the TARP Capital PusehBrogram, are: for Mr.
Weagley: $963,940; for Ms. Wunder: $515,807; for Mibrahamian: $619,855; and for Mr. Shapiro: $682,Mr. Weagley
also would have been entitled to the same appragir@ount had his employment been involuntarilgnieated as of
December 31, 2009 other than in connection witthan@e in Control Event. Had Ms. Wunder been invialtily terminated as
of December 31, 2009 other than in connection wi@hange in Control Event, the estimated amountstiawould have been
entitled to, based upon her compensation for 2808351,209. Had Mr. Abrahamian or Mr. Shapiro bieswluntarily
terminated as of December 31, 2009 other thannimection with a Change in Control Event, they waudd have been entitled
to severance and other separation benefits under#spective change in control agreements.

Compensation of Directors

The following table sets forth certain informatiggarding the compensation we paid to our direatarsng 2009. None of
our directors received compensation under any moiiseincentive plan during 2009. The Union Cent@tional Bank
Directors’ Retirement Plan and the Union Centeridieti Bank Deferred Compensation Plan for Senigdttives and
Directors were both terminated in 2008. Mr. Bagthved as a director until his retirement on May Z009. Ms. Curtis served
as a director until her retirement on March 24,@2Ms. Klein is not included in the following tabdence she was appointed to
the Board on March 25, 2010.

Director Compensation

Change in
Pension
Value and
Fees Nonqualified
Earned or Deferred
Paid in Cask  Stock Awards Option Compensation All Other
Awards Earnings Compensation Total
Name (%) (%) (%) (%) (%) (%)
(@) (b) (© (d) ® (9) (h)
Hugo Barth, I 6,53: — 5,151 — — 11,68¢
Alexander Bol 40,40( — 5,151 — — 45,55
Brenda Curtis 19,30¢( — 5,151 — — 24,45
John DelLaney 19,30( — 5,151 — — 24,45
James J. Kennedy 23,65( — 5,151 — — 28,80:
Howard Kent 28,85( — 5,151 — — 34,00:
Elliot I. Kramer 21,25( — 5,151 — — 26,40:
Nicholas Minoia 24,10( — 5,151 — — 29,25:
Harold Schechter 21,10( — 5,151 — — 26,25:
Lawrence Seidman 27,65( — 5,151 — — 32,80:
William Thompson 24,40( — 5,151 — — 29,55
Raymond Vanaria 29,50( — 5,151 — — 34,65:

In the table above:

* when we refer to “Fees Earned or Paid in Casleblomn “b”, we are referring to all cash fees thatpaid or were
accrued in 2009, including annual retainer feemyrodtee and/or chairmanship fees and meeting fees;

» when we refer to “stock awards” or "option awdrdge are referring to the aggregate grant datevidue computed in
accordance with FASB ASC Topic 718;

» the grant date fair value for each of the optimrards made to our directors during 2009 was $ie4¢&hare; an option
covering 3,473 shares of common stock was graoteddh noremployee director on March 1, 2009; the optiong ire
25% increments, beginning one year after the giats;
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» the aggregate number of option awards outstarfdingach director at December 31, 2009 were farBai, 16,456
shares; Ms. Curtis, 20,673 shares; Mr. DeLaney1®shares; Mr. Kennedy, 60,563 shares; Mr. Kedf 3shares;
Mr. Kramer, 3,473 shares; Mr. Minoia, O shares; Stthechter, 6,946 shares; Mr. Seidman, 6,946 shdres
Thompson, 14,761 shares; and Mr. Vanaria, 6,94fsha

» when we refer to “Change in Pension Value anddvalified Deferred Compensation Earnings”, we aferring to the
aggregate change in the present value of eachalil®accumulated benefit under all defined beregifid actuarial plans
from the measurement date used for preparing dd8 26ar-end financial statements to the measuredatatused for
preparing our 2009 year-end financial statememis; a

» the directors did not receive any Nonqualifiedddeed Compensation Earnings during 2009.

The table above does not include fees paid dur@@9 20 Mr. Bol’s architectural firm (less than $300 during 2009), Mr.
DeLaney’s law firm (less than $2,500 during 2008¢mtities owned by Mr. Minoia. See “Compensatiantnittee Interlocks
and Insider Participation.”

1993 Outside Director Stock Option Plan

Our 1993 Outside Director Stock Option Plan waspéeld in order to attract and retain qualified dioes. Pursuant to our
1993 Outside Director Stock Option Plan, each nopleyee member of our Board received a one-timeksbption covering
36,181 shares of our common stock (as adjustestdok splits and stock dividends). These optior®ine exercisable in three
installments, commencing one year after the datganit, at a per share exercise price equal téathenarket value of one share
of our common stock on the date of grant. Suctooptmay not be exercised more than ten yearsthéigrdate of grant. No
options were permitted to be granted under our 199Bide Director Stock Option Plan after Novembgér2003.

We initially had 569,876 shares of our common stathorized for issuance under our 1993 Outsideddir Stock Option
Plan (as adjusted for stock splits and stock diwi$g.

2003 Non-Employee Director Stock Option Plan

Our 2003 Non-Employee Director Stock Option Plarswadopted in order to attract and retain qualifiedctors. Our 2003
Non-Employee Director Stock Option Plan initiallsopided that on June 1 of each year, directors sédrged continuously on
our Board during the twelve months immediately poog such date and who were not employed by asyof our
subsidiaries during that twelve month period wdutdgranted a stock option covering 3,000 sharesmimon stock. These
options vest over a four year period, subject tebaration in certain instances. For an eligibtector who remained on our
Board for the periods listed below, the operatibthe 2003 Non-Employee Director Stock Option Pdarinitially adopted
would be as follows:

Date Effect

June 1, 2004  An option covering 3,000 shares is granted; we rgfiér to this option as “Option
A”; no shares are purchasable under Option A.

June 1, 2005  An option covering 3,000 shares is granted; we mgifiér to this option as (“Option
B”); 750 shares are purchasable under Option A;remshares are purchasable
under Option B.

June 1, 2006  An option covering 3,000 shares is granted; we ngifiér to this option as “Option
C”; 1,500 shares are purchasable under Option B;shares are purchasable under
Option B; and no shares are purchasable under ©tio

June 1, 2007  An option covering 3,000 shares is granted; we ngifiér to this option as “Option
D”; 2,250 shares are purchasable under Option 2QQLshares are purchasable
under Option B; 750 shares are purchasable undéorOp; and no shares are
purchasable under Option D.

During 2004, 2005, 2006 and 2007, after giving@ffe stock splits and stock dividends, we gramtgiibns covering 3,308,
3,473, 3,473 and 3,473 shares, respectively, to Bao-employee member of our Board pursuant t&2608 Non-Employee
Director Stock Option Plan.
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On February 28, 2008, our Board adopted amendneitite 2003 Non-Employee Director Stock Option Rlawviding that
options covering 3,473 shares would be granted arcM1 of each year, commencing March 1, 2008jr&xtdrs who served
continuously on our Board during the six months idlately preceding such date and who were not graglby us or any of
our subsidiaries during that six month period. Margyes were made to the vesting provisions of @& 2on-Employee
Director Stock Option Plan.

All of the options granted in 2004 and 2005 aréyfakercisable, three quarters of the options gt 2006, one half of
the options granted in 2007, one half of the opgtigranted in 2008 and one quarter of the optioastgd in 2009 are
exercisable on or before April 1, 2010. We inifjdilad 551,250 shares of our common stock authofeidsuance under our
2003 Non-Employee Director Stock Option Plan (gsstdd for stock splits and stock dividends) and,8%4 shares remained
available for grant as of January 1, 2010.

There are no fees paid to any director of CentercBgp for any meeting of the Center Bancorp Bodrdicectors. The
chairman of the Audit Committee and the chairmathefCompensation Committee receive $500 for eanintttee meeting
attended. Members of the Audit Committee and the@msation Committee receive $300 for each comenitteeting
attended. Alexander A. Bol, Chairman of the Bodrtlmion Center National Bank, receives a $15,000uahretainer and $900
for each meeting of Union Center National Bank’siBbthat he attends. All other directors of Unieen@r National Bank who
are not officers of that Bank receive a $7,000 ahnetainer and $900 for each meeting of the U@enter National Bank
Board that they attend.

Compensation Committee Interlocks and Insider Paritipation

The Compensation Committee consists of Alexanddédh. John J. DeLaney, Jr., Phyllis S. Klein (sifdarch 25, 2010),
Lawrence B. Seidman and William A. Thompson. Ofpleesons named, only Mr. Bol has served as aneoféind/or employee
of Center Bancorp or Union Center National Banlerigta Curtis, who served as a director until hégnegion on March 24,
2010, also served on the Compensation Committadagld009. Mr. Weagley participates in determinatioegarding
compensation of all employees other than himself.

Compensation Committee Report

The Compensation Committee has reviewed and disdukg information provided under the caption “Cengation
Discussion and Analysis” set forth above. Basethahreview and those discussions, the Compens@oommittee
recommended to our Board that such “Compensatisaudsion and Analysis” be included in this proxatesnent.

In addition, in accordance with U.S. Treasury ratjohs applicable to participants in the TARP Cagfurchase Program,
the Compensation Committee of Center Bancorp’s @o&Directors certifies that:

(1) It has reviewed with senior risk officers thenior executive officer (SEO) compensation plards lzess made all
reasonable efforts to ensure that these plans dentourage SEOs to take unnecessary and excesgivehat threaten
the value of Center Bancorp.

(2) It has reviewed with senior risk officers the enygle compensation plans and has made all reasceféties to limit any
unnecessary risks that the plans pose to Centezdgan

(3) It has reviewed the employee compensation glaetiminate any features of these plans that deukcourage
manipulation of reported earnings of Center Bant¢orgnhance the compensation of any employee.

During the period after September 14, 2009, the @omeation Committee has at least every six mowetriswed (i) with the
Company'’s Senior Risk Officer compensation plansrteure that the senior executive officer compémsaians do not
encourage the senior executive officers to takeeocessary and excessive risks that threaten the weélilhe Company, (ii) with
the Company’s Senior Risk Officer, the Company'pkyee compensation plans and has made all redsoefédrts to limit
any unnecessary risks these plans pose to the @yprgad (iii) the Company’s employee compensatianpto eliminate any
features of the these plans that would encouragenimipulation of reported earnings of the Compgarsnhance the
compensation of any employee.

87




TABLE OF CONTENTS

As required under Treasury'’s initial interim firrale related to the TARP executive compensatioitditions issued in
October 2008, the Company’s Senior Risk Officelizny 2009 reviewed with the Committee, at the dimecbf the Company’s
primary federal regulator, the Company’s executiv@ntive compensation plans to ensure that thepgaogis executive
officers were not encouraged to take unnecessargrressive risks that could threaten the valubefCompany. As required
by the June 2009 interim final rule, the Commiegaged in December 2009, with the assistanceedtimpany’s Senior
Risk Officer, in a broader review that includeddaflthe Company'’s incentive compensation plansafoemployees. This latter
review included discussion, evaluation and reviéthe plans applicable to the Company’s senior etiee officers and other
eligible officers to ensure that such plans doemtourage such officers to take unnecessary aragixe risks that threaten the
value of the Company; discussion, evaluation amtgkveof all employee plans in light of the riskssed to the Company by
such plans and how to limit such risks (includimg@ring the plans do not encourage behavior focaseshort-term results
rather than long-term value creation); and disarssvaluation and review of all employee planerisure the plans do not
encourage the manipulation of reported earningmtmnce the compensation of any of the Companydoyrees.

In meeting with the Company’s Senior Risk Officeadather members of executive management, the Ctieemdentified
the Company’s senior executive officer compensapians. For 2009, these plans were the Achieveineantive Plan (“AIP”)
and the Loan Incentive Plan. The Committee als@vesd the Company’s other non-senior executiveefftompensation
plan, the 2009 Branch Management Incentive CompiemsBrogram.

The Committee’s review of the Company’s AIP coneldavith a determination by the Committee that ta jplid not
encourage unnecessary and excessive risks thatehssl the value of the Company and did not engeuraanipulation of the
Company'’s reported earnings to enhance the compi@nsd any of the Company’s employees. The AlPtaored a soundness
threshold that conditions any incentive paymeniny plan participants on attaining very specifiautifiable goals verified by
the CEO and Board of Directors. The review conaluttat the exclusion of the CEO, due to TARP litimtas, who must
approve all awards under the Plan, provided a fsogmit restraint to actions resulting in inapprapely higher risk to the
Company. Furthermore, the plan limits the maximumoant of payout and participant inclusion in tharPis determined
annually and inclusion in one year does not guagirtclusion in subsequent years, thus furthetitigithe risk to the
Company. In connection with the review in Decen2@09, it was noted that the Company’s chief exgeutifficer was subject
to the cash bonus prohibition for the TARP perelj thus not eligible to participate in the AIP eThecember 2009 review
recommended consideration of certain changes,dimgiua minimum Company profitability requiremenheTreview also
concluded that consideration be given to adoptipgaled incentive derived from the financial sta¢ers, which would allow
for better peer comparisons. These recommendatidhise considered for adoption in any future plaimslight of the
Company’s 2009 performance, the Compensation Caeergind our Board of Director’s determined thaf\ti® awards for
2009 would be granted to any of the SEOs particigah the AIP due to overall Company performareiérfg short of budget
expectations.

The review of the Company’s Loan Incentive Planiclriwas modified during 2009 to incorporate addigibrisk
mitigators, concluded with a determination by trernittee that the plan did not encourage unnecgssaxcessive risks that
threatened the value of the Company or that engedrthe manipulation of the Company’s earningmtwmece the
compensation of any of the Company’s loan officBxsting 2009, the Company required participantsgan good standing
and prohibited awards based on transactions apgrsely under the officer’'s authority. Additionglthe plan requires that
awards will be eligible only for loans that meefietya and soundness underwriting standards. Incemtivards earned under the
plan may be adjusted based on current and histariedit quality results as measured by actuahdeléncy levels.
Unacceptable performance in subsequent periodestlee Company to recover (“clawback”) previoushycbawards. The
Company believes that there are adequate contidislawback provisions embedded within the plamitigate the risk
associated with the plan. Officers that participatthe Loan Incentive Plan do not participatehia AIP. The December 2009
review recommended incorporating a deferral featmii@low for the evaluation of the time horizorsasiated with realizing the
impact of loans generated in the current period.
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After its review of these incentive compensatiamagements, the Committee was able to concludentra of these
arrangements encourage manipulation of the Companported earnings to enhance the compensatiamyadf the
Company’s employees.

Alexander A. Bol
John J. DeLaney
Phyllis S. Klein
Lawrence B. Seidman
William A. Thompson
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Item 12. Security Ownership of Certain Beneficial Qvners and Management and Related Stockholder Mattest.

In a joint Schedule 13D filing made on Decembe2dQ9, on behalf of Seidman and Associates, L.LS€idman
Investment Partnership, L.P., Seidman Investmerit®aship I, L.P., Broad Park Investors, LLC, Clye@ooey Cookies, LP,
LSBK06-08, LLC, Lawrence Seidman, clients of Lawserseidman, CBPS, LLC, Dennis Pollack, Harold Sktexand
Raymond Vanaria, such persons stated that as afrbeer 4, 2009, they beneficially own a total 0f23,804 shares of our
common stock, representing 20.7% of the sharesamat®g as of October 31, 2009, as disclosed ifCdmapany’s Quarterly
Report on Form 10-Q filed with the Securities andtiange Commission (“SEC”) on November 9, 2009d®ain and
Associates, L.L.C., Seidman Investment Partners¢hip,, Seidman Investment Partnership Il, L.P., KBB-08, LLC and
Lawrence Seidman have an address of 100 Misty LRaesippany, New Jersey 07054. Mr. Seidman alsahasldress of 19
Veteri Place, Wayne, New Jersey 07470. Broad Ranbsttors, L.L.C. and Chewy Gooey Cookies, L.P. reavaddress of 80
Main Street, West Orange, New Jersey 07052. MtaBlohas an address of 825 Third Avenue, New YN#Bw York 10022.
Mr. Schechter has an address of 34 33rd Street, W&l New York 10001. Mr. Vanaria has an addresss®d North Dean
Street, Englewood, New Jersey 07631. CBPS, LLCahaaddress of One Rockefeller Plaza, New York, 992D.

We are not aware of any other person or entitydhated of record or beneficially more than fiveqeert of our outstanding
common stock as of the record date.

The following table sets forth, for each of ourettitors, the number of shares of our common stoékhnthey beneficially
owned as of January 31, 2010 and their percentagenamon stock ownership as of January 31, 2010:

Shares of
Common Stock
Held Beneficially Percent of
Directly and Shares

Name Indirectly Outstanding
Alexander A. Bol 123,82'@ 0.8t
John J. DelLaney, Jr. 9,08¢ 0.0€
James J. Kennedy 66,811 0.4€
Howard Kent 134,38:0) 0.92
Phyllis S. Klein — —
Elliot I. Kramer 1,98¢ 0.01
Nicholas Minoia 10,84( 0.07
Harold Schechter 9,05t 0.0€
Lawrence B. Seidman 3,050,19/© 20.9:
William A. Thompson 80,924 (@) 0.5€
Raymond Vanaria 54,347°) (¢) 0.37

(&) Includes 2,342 shares owned by Mr. Bol's spouse
(b) Includes 114,303 shares owned jointly with Kent’s spouse.

(c) See the description above regarding the 13fgfinade by Mr. Seidman and others. The sharesctefl in the table above
for Mr. Schechter and Mr. Vanaria do not includg ahares other than shares directly owned by thidm shares reflected
in the table for Mr. Seidman reflect all sharesdfimally owned by the persons named in the 13Ddilas of January 31,
2010.

(d) Includes 13,936 shares held by Mr. Thompsopaise and children.
(e) Includes 3,685 shares held by Mr. Vanaria’sispo

The shares set forth in the table above includéal@ving number of shares subject to options eisable by April 1,
2010: Mr. Bol, 9,508 shares; Mr. DeLaney, 4,340ebaMr. Kennedy, 53,615 shares; Mr. Kent, 868 atiavls. Klein, 0
shares; Mr. Kramer, 868 shares; Mr. Minoia, 0 séiaiér. Schechter, 2,604 shares; Mr. Seidman, 2s6@4es; Mr. Thompson,
7,813 shares; and Mr. Vanaria, 2,604 shares.

90







TABLE OF CONTENTS

Anthony C. Weagley, our President and Chief Exeeu®fficer, beneficially owned 36,748 shares of common stock as
of January 31, 2010, including 14,226 shares subjegptions exercisable by April 1, 2010. A. Rioth&brahamian resigned as
our Chief Financial Officer on January 28, 2010.ditEnot beneficially own any shares of our commtatk as of the date of
his resignation. Ronald Shapiro, our Chief Lenddfficer, beneficially owned 6,116 shares of our coom stock as of January
31, 2010, including 0 shares subject to optionsasable by April 1, 2010. Lori A. Wunder, one afrdSenior Vice Presidents,
beneficially owned 14,903 shares of our commonkséscof January 31, 2010, including 11,150 shaubgest to options
exercisable by April 1, 2010. William Boylan, anetlone of our Senior Vice Presidents, beneficia¥iyned 389 shares of our
common stock as of January 31, 2010, includingabeshsubject to options exercisable by April 1,201

Phyllis S. Klein was appointed to the Boards ofddiors of the Company and Union Center NationakBanMarch 25,
2010. She did not own any shares of our commorkstochat date or on January 31, 2010. Also on WM& 2010, Stephen
Mauger was named Vice President, Treasurer and Eimancial Officer of Center Bancorp. He did netroany shares of our
common stock on that date or on January 31, 2010.

As of January 31, 2010, the total number of shaf@sir common stock directly and beneficially owrmdall of our current
directors and executive officers as a group (18q®s) amounted to 3,635,027 shares or 24.9% afaitmenon stock
outstanding, including 126,170 shares subject tmog exercisable by April 1, 2010. In addition,adislanuary 31, 2010, the
total number of shares of our common stock direatigt beneficially owned by officers of Union Centational Bank (and not
Center Bancorp) amounted to 56,164 shares, or 0d3f& common stock outstanding.

The following table provides information about @ammon stock that may be issued upon the exer€isptions, warrants
and rights under our 2009 Equity Incentive PlargalBEmployee Stock Incentive Plan, 1993 EmployeekS@ption Plan, 1993
Outside Director Stock Option Plan and 2003 Non-Eyge Director Stock Option Plan as of December2BD9. These plans
were our only equity compensation plans in existese of December 31, 2009. As of December 31, 2808rds could only be
granted under the 2009 Equity Incentive Plan ar@820on-Employee Director Stock Option Plan.

Number of Securities
Remaining Available for

Number of Securities to be Weighted Average Future Issuance Under
Issued Upon Exercise of Exercise Price of Equity Compensation Plans
Outstanding Options, Outstanding Options, (Excluding Securities
Warrants and Rights Warrants and Rights Reflected in Column (a))
Plan Category (@) (b) (c)

Equity Compensation Plans
Approved by Shareholders 192,00: 7.67 -15.7: 1,079,62:

Equity Compensation Plans Not
Approved by Shareholders — — —

Total 192,00: 7.67 —15.7: 1,079,62.
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Item 13. Certain Relationships and Related Transaans, and Director Independence

Since the adoption of the Sarbanes-Oxley Act ig 2002, there has been a growing public and regyldbcus on the
independence of directors. In response, Nasdagediamendments to its definition of independenaifonal requirements
relating to independence are imposed by the Sasb@nkey Act with respect to members of the Audin@uoittee. Our Board
has determined that the members of the Audit Cotam#atisfy all applicable definitions of indepenck2 Our Board has also
determined that the following members of our Bo@mdluding all members of our Nominating and Comgsgtion Committees)
satisfy the Nasdag definition of independence: Ateder A. Bol, John J. DeLaney, Jr., James J. Kanrttalvard Kent, Phyllis
S. Klein, Elliot I Kramer, Harold Schechter, LawecenSeidman, William A. Thompson and Raymond Vanaria

During 2009, the Company paid various entities imolv Mr. Minoia, a director of Center Bancorp andidh Center
National Bank, is a principal, an amount of appneadely $449,766 for contracting work performed a of the Bank’s
branches, rental income for one of the Bank’s [dndacations and in connection with general coningcivork on an OREO
property.

Certain of our directors and officers and theioagstes have had loan transactions with Union Cétional Bank in the
ordinary course of business during 2009. All suehgactions with these directors and officers aed associates were made in
the ordinary course of business on substantiafysdme terms, including interest rates and co#lhtas those prevailing at the
time of such transactions for comparable persohsatated to us or Union Center National Bank aitdnt involve more than
a normal risk of collectability or present othefaworable features.

Policies and Procedures Concerning Related Party Bnsactions

The Audit Committee of the Board of Directors hdspted written procedures governing related pastysactions. The
procedures include the following:

O all related party transactions that have been pusly approved by the full Board of Directors witht be included in the
transactions that are approved by the Audit Conemjtt

O any single related party transaction up to $10j8G@Gitomatically deemed to be pre-approved by théit"ACommittee;

O the Chairman of the Audit Committee is authorizedpprove, prior to payment, related party transastover $10,000
but not exceeding $50,000, and may override anyiqusly approved transaction; and

O related party transactions over $50,000 must beoapg, prior to payment, by a majority of the menshef the Audit
Committee.

The Audit Committee reviews related party transaddiat least on a monthly basis. By “related pmemysaction,” we mean
a transaction between the Company or any of itsidigsies, on the one hand, and an executive offdieector or immediate
family member of an executive officer or a directam the other hand.
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Item 14. Principal Accountant Fees and Services.

In accordance with the requirements of the Sarb@ndsy Act of 2002 and the Audit Committee’s chartl audit and
audit-related work and all non-audit work perfornigdour principal independent accountant is applameadvance by the
Audit Committee, including the proposed fees fartswork. The Audit Committee is informed of eachvéze actually
rendered that was approved through its pre-apppreaiess.

Audit Fees Audit fees billed or expected to be billed tobysour principal independent accountant for theitaaf the
financial statements included in our Annual ReporfForm 10-K for the years ended December 31, 20@82009, and reviews
of the financial statements included in our QuéytReports on Form 10-Q during 2008 and 2009, ¢ot&238,321 and
$242,959, respectively.

Audit-Related Fees A total of $30,887 and $38,029 in audit-relafisels was billed for fiscal years 2008 and 2009,
respectively. Such services are defined as serwb@h are reasonably related to the performandbeefiudit or review of our
financial statements but are not reported undemtineediately preceding paragraph.

Tax Fees. We were billed an aggregate of $15,387 and $25hiour principal independent accountant for thedl years
ended December 31, 2008 and 2009, respectivelyafaservices, principally representing advice rduy the preparation of
income tax returns.

All Other Fees We were billed $0 and $0 by our principal indegent accountant for the fiscal years ended DeceBihe
2008 and 2009, respectively, for all services matced in the immediately three preceding paragraph

Other Matters. The Audit Committee has determined that the igiom of all services provided by our principal
independent accountant during the years ended Desre®d, 2008 and December 31, 2009 is compatilite waintaining the
independence of our principal independent accotintan
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PART IV

Item 15. Exhibits, Financial Statement Schedules
(a) (1) Financial Statements and Schedules:
The following Financial Statements and Supplemgriata are filed as part of this annual report:

Report of Independent Registered Public AccourfEimm
Consolidated Statements of Condition
Consolidated Statements of Income
Consolidated Statements of Changes in Stockhol&eysity
Consolidated Statements of Cash Flows
Notes to Consolidated Financial Statements

(b) Exhibits (numbered in accordance with Item 60Regulation ) filed herewith or incorporated by reference ast pf
this annual report. (Note: only Exhibit Nos. 3131,2, 32.1 and 32.2 are being filed with this Ameedt No. 3.)

Exhibit
No. Description

3.1 The Registrant’s Certificate of Incorporation, imting the Registrant’s Certificate of Amendment,
dated January 8, 2009, is incorporated by refereméshibit 3.1 to the Registrant’s Current Report
on Form 8-K dated January 13, 2010.

3.2 By-Laws of the Registrant is incorporated by refieeeto Exhibit 3.2 to the Registrant’s Annual
Report on Form 10K for the year ended Decembef 338.

4.1 Warrant to Purchase up to 173,410 shares of Con8taok, dated January 9, 2009, is incorporated
by reference to Exhibit 4.1 to the Registrant'sr@€nt Report on Form 8-K dated January 13, 2010.

10.1 Letter Agreement, dated January 9, 2010, incluthegSecurities Purchase Agreement — Standard
Terms attached thereto, between the Registrantiendnited States Department of the Treasury is
incorporated by reference to Exhibit 10.1 to thgiRgant’'s Current Report on Form 8-K dated
January 13, 2010.

10.2 The Registrant’s 1993 Employee Stock Option Planderporated by reference to Exhibit 10.3 to
the Registrant’s Annual Report on Form 10-K for ylear ended December 31, 1993.

10.3 The Registrant’s 1993 Outside Director Stock Opften is incorporated by reference to Exhibit
10.4 to the Registrant’s Annual Report on Form 1fbkthe year ended December 31, 1993.

10.5 The Registrant’s Annual Incentive Plan is incorpedsby reference to Exhibit 10.6 to the
Registrant’s Annual Report on Form 10-K for theryeaded December 31, 2006.

10.6 Amended and restated employment agreement amorRgiistrant, its bank subsidiary and
Anthony C. Weagley, effective as of January 1, 2@G8corporated by reference to Exhibit 10.1 to
the Registrant’s Current Report on Form 8-K fileithvihe SEC on April 22, 2008.

10.7 Amended and restated employment agreement amorRgtistrant, its bank subsidiary and Lori
Wunder, effective as of January 1, 2007 is incaafet by reference to Exhibit 10.3 to the
Registrant’s Current Report on Form 8-K filed witte SEC on February 26, 2007. See also Exhibit
10.27.

10.8 A change in control agreement among the Registitarttank subsidiary and A. Richard
Abrahamian, effective as of February 19, 2008)é®iporated by reference to Exhibit 10.2 to the
Registrant’s Current Report on Form 8-K filed witte SEC on April 22, 2008.
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Exhibit
No.

Description

10.9

10.10

10.11

10.12

10.13

10.14

10.16

10.17

10.18

10.19

10.20

10.21

10.22

10.23

10.24

Directors’ Retirement Plan is incorporated by refere to Exhibit 10.10 to the Registrant’s Annual
Report on Form 10-K for the year ended Decembei 398.

Center Bancorp, Inc. 1999 Stock Incentive Plamésiporated by reference to Exhibit 10.11 to the
Registrant’s Annual Report on Form 10-K for theryeladed December 31, 1999.

Registrant’s Placement Agreement dated DecembeQI8 with Sandler O’Neill & Partners, L.P.
to issue and sell $5 million aggregate liquidationount of floating rate MMCapSM) Securities is
incorporated by reference to Exhibit 10.15 of thegRtrant’'s Annual Report on Form 10-K for the
year ended December 31, 2003.

Indenture dated as of December 19, 2003, betweeRdlgistrant and Wilmington Trust Company
relating to $5.0 million aggregate principal amoahfloating rate debentures is incorporated by
reference to Exhibit 10.16 of the Registrant’s AalnReport on Form 10-K for the year ended
December 31, 2003.

Amended and restated Declaration of Trust of CeBggrcorp Statutory Trust Il, dated as of
December 19, 2003 is incorporated by referencextolit 10.17 of the Registrant’s Annual Report
on Form 10-K for the year ended December 31, 2003.

Guarantee Agreement between Registrant and Wilmmgtust Company dated as of Decembe
2003 is incorporated by reference to Exhibit 1®fithe Registrant’'s Annual Report on Form 10-K
for the year ended December 31, 2003.

Form of Waiver, executed by each of Lori A. WunderRichard Abrahamian, Ronald M. Shapiro,
William J. Boylan and Anthony C. Weagley is incorgied by reference to Exhibit 10.2 to the
Registrant’s Current Report on Form 8-K dated Jania, 2009.

Form of Executive Waiver Agreement, executed byhe#d ori A. Wunder, A. Richard
Abrahamian, Ronald M. Shapiro, William J. Boylardadnthony C. Weagley is incorporated by
reference to Exhibit 10.3 to the Registrant’s CuoirfReport on Form 8-K dated January 13, 2009.

Registration Rights Agreement, dated Septembe2@®4, relating to securities issued in a
September 2004 private placement of securitigac@porated by reference to Exhibit 10.2 to the
Registrant’s Current Report on Form 8-K dated Oetdh 2004.

The Registrant’s Amended and Restated 2003 Non-&replDirector Stock Option Plan, as
amended and restated, is incorporated by refertenEghibit 10.1 to the RegistrastCurrent Repo
on Form 8-K dated March 5, 2008.

Amended and restated employment agreement amorRgtjistrant, its bank subsidiary and Julie
D’Aloia, effective as of January 1, 2007, is incorgted by reference to Exhibit 10.20 to the
Registrant’s Annual Report on Form 10-K for theryeaded December 31, 2006. See also Exhibit
10.25.

Amended and restated Employment Agreement amongehestrant, its bank subsidiary and Mark
S. Cardone, effective as of January 1, 2007, srparated by reference to Exhibit 10.4 to the
Registrant’s Current Report on Form 8-K filed witle SEC on February 26, 2007. See also Exhibit
10.26.

Registration Rights Agreement, dated June 30, 2@0&ting to securities issued in a June 2005
private placement of securities, is incorporateddfgrence to Exhibit 10.2 to the Registrant’s
Current Report on Form 8-K dated June 30, 2005.

Open Market Share Purchase Incentive Plan is imcated by reference to exhibit 10.1 to
registrant’s Current Report on Form 8-K dated Janadé, 2006.

Deferred Compensation Plan is incorporated by eefss to Exhibit 10.26 to the Registrant’s
Annual Report on Form 10-K for the year ended Ddwem31, 2006.
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Exhibit
No. Description

10.25 Amendment to Employment Agreement among the Regjistits bank subsidiary and JulieAdia,
dated December 3, 2007, is incorporated by referém&xhibit 10.1 to the Registrant’s Current
Report on Form 8-K dated December 20, 2007.

10.26  Amendment to Employment Agreement among the Rexgistits bank subsidiary and Mark
Cardone, dated December 3, 2007, is incorporatedfeyence to Exhibit 10.2 to the Registrant’s
Current Report on Form 8-K dated December 20, 2007.

10.27  Amendment to Employment Agreement among the Rexgistits bank subsidiary and Lori A.
Wunder, dated December 3, 2007, is incorporatect®rence to Exhibit 10.4 to the Registrant’s
Current Report on Form 8-K dated December 20, 2007.

10.28 Change in Control Agreement among the Registrembank subsidiary and Ronald M. Shapiro is
incorporated by reference to Exhibit 10.28 to tlegiBtrant’s Annual Report on Form 10-K for the
year ended December 31, 2008.

11.1 Statement regarding computation of per share eggrimomitted because the computation can be
clearly determined from the material incorporatgddference in this Report.

12.1 Statement of Ratios of Earnings to Fixedrgés.

14.1 Code of Ethics is incorporated by reference to BixHi4.1 of the Registrant’s Annual Report on
Form 10-K for the year ended December 31, 2003.

211 Subsidiaries of the Registrant.
23.1 Consent of Independent Registered Publgoiating Firm.

31.1 Personal certification of the chief executive dadfipursuant to section 302 of the Sarbanes-Oxley
Act of 2002.

31.2 Personal certification of the chief financial offiqpursuant to section 302 of the SarbaDzkey Act
of 2002.

32.1 Personal certification of the chief executive affipursuant to section 906 of the Sarbanes-Oxley
Act of 2002.

32.2 Personal certification of the chief financial officpursuant to section 906 of the Sarbabekey Act
of 2002.

99.1 Certification of Chief Executive Officer and Actirighief Financial Officer pursuant to Section 111
(b) (4) of the Emergency Economic Stabilization AE2008.

99.3 Code of Conduct is incorporated by reference toiliikB9.1 to the Registrant’s Annual Report on
Form 10-K for the year ended December 31, 2003.

(c) Financial Statement Schedules

All financial statement schedules are omitted beedhbey are either inapplicable or not requiredyemrause the required
information is included in the Consolidated Finah&tatements or notes thereto.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&{the Securities Exchange Act of 1934, Centerddgm Inc. has duly
caused this Amendment No. 3 to the Registrant’suahReport on Form 10-K for the year ended Decer8lheP009 to be
signed on its behalf by the undersigned, theredalp authorized.

CENTER BANCORP, INC.
May 7, 2010 By: /s/ Anthony C. Weagley

Anthony C. Weagley
President and Chief Executive Officer

Pursuant to the requirements of the Securities &xga Act of 1934, the following persons on behfthe Registrant, in
the capacities described below on May 7, 2010, kayreed this report below.

/s/ Alexander A. Bol* Chairman of the Board

Alexander A. Bol
/sl John J. DeLaney, Jr.* Director

John J. DelLaney, Jr.

/sl James J. Kennedy* Director

James J. Kennedy

/s/ Howard Kent* Director

Howard Kent

/sl Phyllis S. Klein* Director
Phyllis S. Klein
/s/ Elliot 1. Kramer* Director

Elliot . Kramer

/s/ Nicolas Minoia* Director

Nicholas Minoia

/s/ Harold Schechter* Director

Harold Schechter

/s/ Lawrence B. Seidman* Director

Lawrence B. Seidman

s/ William A. Thompson* Director

William A. Thompson

/s/ Raymond Vanaria* Director

Raymond Vanaria
Is/ Anthony C. Weagley President and Chief Exeeufficer



Anthony C. Weagley
/sl Stephen J. Mauger

Stephen J. Mauger
*By: /s/ Anthony C. Weagley

Anthony C. Weagley
Attorney-in-fact
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EXHIBIT 31.1
CERTIFICATION
I, Anthony C. Weagley, certify that:
1. I have reviewed this Amendment No. 3 to the AaiiReport on Form 10-K of Center Bancorp, Inc.;

2. Based on my knowledge, this report does notatormny untrue statement of a material fact or aonittate a material fact necessary to make the
statements made, in light of the circumstances uwti&h such statements were made, not misleaditigrespect to the period covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material respects
financial condition, results of operations and ciels of the registrant as of, and for, the pesipdesented in this report;

4. The registrang other certifying officer(s) and | are responsioleestablishing and maintaining disclosure cdstemd procedures (as definec
Exchange Act Rules 13a-15 (e) and 15d-15 (e)) atadrial control over financial reporting (as deflrie Exchange Act Rules 13a-15 (f) and 15d-15
() for the registrant and have:

a) designed such disclosure controls and procedoresused such disclosure controls and procedotas designed under our supervision, to
ensure that material information relating to thgisgant, including its consolidated subsidiarissnade known to me by others within those entities
particularly during the period on which this repisrbeing prepared,;

b) designed such internal control over financiglomting, or caused such internal control over foiahreporting to be designed under my
supervision, to provide reasonable assurance rieggitte reliability of financial reporting and tipeeparation of financial statements for external
purposes in accordance with generally accepteduatiog principles;

c) evaluated the effectiveness of the registralidslosure controls and procedures and presentiisineport our conclusions about the
effectiveness of the disclosure controls and proes] as of the end of the period covered by #psnt based on such evaluation; and

d) disclosed in this report any change in the tegis's internal control over financial reportirttat occurred during the registrant’'s most recent
fiscal quarter (the registrastfourth fiscal quarter in the case of an annuabrg that has materially affected, or is reasopéikély to materially affect
the registrant’s internal control over financigboeting.

5. The registrans other certifying officer(s) and | have discloskdsed on my most recent evaluation of internalrobover financial reporting, 1
the registrant’s auditors and the audit committieth® registrant’s board of directors (or persoeggrming that equivalent functions):

a) all significant deficiencies and material weads the design or operation of internal contr@rdinancial reporting which are reasonably
likely to adversely affect the registrant’s abilityrecord, process, summarize and report finaitiamation; and

b) any fraud, whether or not material, that invelweanagement or other employees who have a signifiole in the registrant's internal control
over financial reporting.

Date: May 7, 2010

/s/ Anthony C. Weagle
Anthony C. Weagley
President and Chief Executive Offic




EXHIBIT 31.2

CERTIFICATION
I, Stephen J. Mauger, certify that:
1. | have reviewed this Amendment No. 3 to the AairReport on Form 10-K of Center Bancorp, Inc.;

2. Based on my knowledge, this report does notaorminy untrue statement of a material fact or aonittate a material fact necessary to make the
statements made, in light of the circumstancesuntieh such statements were made, not misleaditigrespect to the period covered by this report;

3. Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all material respects
financial condition, results of operations and ciels of the registrant as of, and for, the pesipdesented in this report;

4. The registran$ other certifying officer(s) and | are responsiioleestablishing and maintaining disclosure cdstemd procedures (as definec
Exchange Act Rules 13a-15 (e) and 15d-15 (e)) atedrial control over financial reporting (as defirie Exchange Act Rules 13a-15 (f) and 15d-15
() for the registrant and have:

a) designed such disclosure controls and procedoresused such disclosure controls and procedotes designed under our supervision, to
ensure that material information relating to thgisegant, including its consolidated subsidiarissnade known to me by others within those entities
particularly during the period on which this repigrbeing prepared;

b) designed such internal control over financigloming, or caused such internal control over foiahreporting to be designed under my
supervision, to provide reasonable assurance rieggifae reliability of financial reporting and tipeeparation of financial statements for external
purposes in accordance with generally accepteduatiog principles;

c) evaluated the effectiveness of the registraligdosure controls and procedures and presentiisineport our conclusions about the
effectiveness of the disclosure controls and proes] as of the end of the period covered by #psnt based on such evaluation; and

d) disclosed in this report any change in the tegyi¢'s internal control over financial reportirttat occurred during the registrant’s most recent
fiscal quarter (the registrastfourth fiscal quarter in the case of an annuadrg that has materially affected, or is reasoyéikély to materially affect
the registrant’s internal control over financigboeting.

5. The registrans other certifying officer(s) and | have discloskdsed on my most recent evaluation of internatrobover financial reporting, 1
the registrant’s auditors and the audit committiethe registrant’s board of directors (or persoegqrming that equivalent functions):

a) all significant deficiencies and material weadsin the design or operation of internal contr@rdinancial reporting which are reasonably
likely to adversely affect the registrant’s abilftyrecord, process, summarize and report finamtfaimation; and

b) any fraud, whether or not material, that invelweanagement or other employees who have a signifiole in the registrant's internal control
over financial reporting.

Date: May 7, 2010

/s/ Stephen J. Maug

Stephen J. Mauger

Vice President, Treasurer and Chief Financial
Officer




EXHIBIT 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with this Amendment No. 3 to the AahReport of Center Bancorp, Inc. (the “Corporatjmn Form 10-K for the year
ended December 31, 2009 filed with the SecuritiesExchange Commission (the “Report”), I, AnthonyWZeagley, President and Chief Executive
Officer of the Corporation, certify, pursuant to W8S.C. Section 1350, as adopted pursuant to $e@€6 of the Sarbanes-Oxley Act of 2002, that to
my knowledge:

1. The Report fully complies with the requiremenitSection 13 (a) of the Securities Exchange Ac384; and

2. The information contained in the Report fairhegents, in all material respects, the consolidfitedhcial condition of the Corporation as of the
dates presented and the consolidated results ohtipes of the Corporation for the periods presénte

Dated: May 7, 2010

/s/ Anthony C. Weagle

Anthony C. Weagley
President and Chief Executive Offic




EXHIBIT 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with this Amendment No. 3 to the AahReport of Center Bancorp, Inc. (the “Corporatjmn Form 10-K for the year
ended December 31, 2009 filed with the SecuritiesEBxchange Commission (the “Report;)Stephen J. Mauger, Vice President, TreasureiClnef
Financial Officer of the Corporation, certify, puent to 18 U.S.C. Section 1350, as adopted pursa&ection 906 of the Sarban@sley Act of 2002
that to my knowledge:

1. The Report fully complies with the requiremenitSection 13 (a) of the Securities Exchange Ac384; and

2. The information contained in the Report fairhegents, in all material respects, the consolidfitedhcial condition of the Corporation as of the
dates presented and the consolidated results ohtipes of the Corporation for the periods presénte

Dated: May 7, 2010

/s/ Stephen J. Maug
Stephen J. Mauger
Vice President, Treasurer and Chief Financial @ff




