Table of Contents

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, DC 20549

FORM 10-Q

(Mark One)

QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITES EXCHANGE
ACT OF 1934

For the quarterly period ended March 31, 2012

OR

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITES EXCHANGE
ACT OF 1934

For the transition period from to

Commission File No. 0-13660

Seacoast Banking Corporation of Florida

(Exact Name of Registrant as Specified in its Chagr)

Florida 58-226067¢
(State or Other Jurisdiction of (I.R.S. Employer
Incorporation or Organization Identification No.)
815 COLORADO AVENUE, STUART FL 34994
(Address of Principal Executive Offices) (Zip Code)

(772) 287-4000

(Registrant’s Telephone Number, Including Area Cod

Indicate by check mark whether the registranth@s filed all reports required to be filed by Sewti3 or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 mofah$or such shorter period that the registrans wemjuired to file such reports), and
(2) has been subject to such filing requirementshe past 90 days. Ye&l No O

Indicate by check mark whether the registrantlerge accelerated filer, an accelerated filer, noa-accelerated filer or a smaller
reporting company. See definition of “large accated filer, “accelerated filer” and “smaller repog company” in Rule 12b-2 of the
Exchange Act. (Check one):

Large Accelerated File [ Accelerated File
Non-Accelerated File [ Smaller Reporting Compar O
Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Exge Act). YesO No

Common Stock, $.10 Par Value — 94,717,432 sharefMarch 31, 2012




Table of Contents

INDEX
SEACOAST BANKING CORPORATION OF FLORIDA

PAGE #
Part]  FINANCIAL INFORMATION
Item 1. Financial Statements (Unaudite
Condensed consolidated balance sh— March 31, 2012 and December 31, 2I 34
Condensed consolidated statements of inc- Three months ended March 31, 2012 and 2 5
Condensed consolidated statements of comprehensiome— Three months ended March 31, 2012 and - 6
Condensed consolidated statements of cash — Three months ended March 31, 2012 and - 7-8
Notes to condensed consolidated financial staten 9-24
Item 2. Managemer's Discussion and Analysis of Financial Conditiod &esults of Operatior 25-52
ltem 3. Quantitative and Qualitative Disclosures about MaiRisk 53
Item 4. Controls and Procedur 54
Partll OTHER INFORMATION
Item 1. Legal Proceeding 55
ltem 1A Risk Factors 55
Item 2. Unregistered Sales of Equity Securities and Uderoteed: 55
Item 3. Defaults upon Senior Securiti 55
Item 4. Submission of Matters to a Vote of Security Holc 55
Item 5. Other Informatior 56
ltem 6. Exhibits 57
SIGNATURES 58



Table of Contents

Part I. FINANCIAL INFORMATION
ltem 1. Financial Statements

CONDENSED CONSOLIDATED BALANCE SHEETS (Unaudited)
Seacoast Banking Corporation of Florida and Subs&B

March 31, December 31
(Dollars in thousands, except share amotL 2012 2011
ASSETS
Cash and due from ban $ 37,65: $ 41,13¢
Interest bearing deposits with other ba 234,38: 125,94!
Total cash and cash equivale 272,03: 167,08:
Securities
Available for sale (at fair value 574,61! 648,36.
Held for investment (fair values: $19,426 at MaBdh 2012 and $20,487 at December 31, 2| 18,80: 19,971
TOTAL SECURITIES 593,41t 668,33!
Loans held for sal 8,21¢ 6,79¢
Loans 1,216,39. 1,208,07.
Less: Allowance for loan loss (24,455 (25,56%)
NET LOANS 1,191,93 1,182,50
Bank premises and equipment, 34,15 34,22
Other real estate ownu 15,53( 20,94¢
Other intangible asse 2,08¢ 2,28¢
Other asset 51,70: 55,18¢
$2,169,07.  $2,137,37!
LIABILITIES
Deposits $1,737,45°  $1,718,74
Federal funds purchased and securities sold umieements to repurchase, maturing within 30 149,31¢ 136,25:
Borrowed funds 50,00( 50,00(
Subordinated del 53,61( 53,61(
Other liabilities 7,76¢€ 8,69

1,998,15. 1,967,29i
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CONDENSED CONSOLIDATED BALANCE SHEETS (continued)r(audited)
Seacoast Banking Corporation of Florida and Subs&b

(Dollars in thousands, except share amotL
SHAREHOLDERS EQUITY
Preferred stock, authorized 4,000,000 shares,gdae$0.10 per share, issued and outstanding 2,000
shares of Series
Warrant for purchase of 589,625 shares of commueksit $6.36 per sha
Common stock, par value $0.10 per share, autho828¢D00,000 shares, issued 94,728,821 and
outstanding 94,717,432 shares at March 31, 201Pisaned 94,693,002 and outstanding 94,686,801
shares at December 31, 2(
Other shareholde’ equity

TOTAL SHAREHOLDERY EQUITY

See notes to condensed consolidated financiahstats.

March 31, December 31
2012 2011
47,80¢ 47,49
3,12 3,12¢
9,47¢ 9,46¢
110,51¢ 109,98¢
170,92: 170,07"
$2,169,07. $2,137,37!
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CONDENSED CONSOLIDATED STATEMENTS OF INCOME (Unatgti)
Seacoast Banking Corporation of Florida and Subs&b

(Dollars in thousands, except per share ¢

Interest and fees on loans

Interest and dividends on securit

Interest on interest bearing deposits and otheysimuents
TOTAL INTEREST INCOME

Interest on deposi

Interest on borrowed mont

TOTAL INTEREST EXPENSE
NET INTEREST INCOME
Provision for loan losse

NET INTEREST INCOME AFTER PROVISION FOR LOAN LOSSI
Noninterest incom

Other income

Securities gains, ni

TOTAL NONINTEREST INCOME
TOTAL NONINTEREST EXPENSE!

INCOME BEFORE INCOME TAXES
Provision for income taxe

NET INCOME
Preferred stock dividends and accretion of prefesteck discoun

NET INCOME (LOSS) AVAILABLE TO COMMON SHAREHOLDERS

PER SHARE COMMON STOCK

Net income (loss) dilute

Net income (loss) bas

Cash dividends declart
Average shares outstandi— diluted
Average shares outstandi— basic

See notes to condensed consolidated financiahsémes.

Three Months Ended

March 31,
2012 2011

14,77 $ 16,21:
4,35¢ 3,72
217 238
19,35( 20,16¢
1,94¢ 2,94(
75¢ 775
2,708 _ 37It
16,64: 16,45¢
2,30~ 64C
14,33 15,81¢
4,937 4,20¢
3,37¢ 0
8,311 4,20¢
21,71( 19,66
93¢ 35¢
0 0
93¢ 35¢&
937 937

1 $ (579

0.0C $ (0.0

0.0C (0.07)
0.0C 0.0C
94,394,90 93,458,69
93,618,12 93,458,69
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CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVECOME (Unaudited)
Seacoast Banking Corporation of Florida and Subs&b

Three Months Ended

March 31,
(Dollars in thousands 2012 2011
NET INCOME $ 93t $ 35¢
Other comprehensive income, net of 1
Unrealized gains (losses) on securities availainesdle 28¢ (989)
COMPREHENSIVE INCOME (LOSS $1,227  $(625

See notes to condensed consolidated financiahsémes.
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CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (&urdited)
Seacoast Banking Corporation of Florida and Subs&b

(Dollars in thousands

Cash flows from operating activitir
Interest receive
Fees and commissions recei\
Interest paic
Cash paid to suppliers and employ
Origination of loans held for sa
Proceeds from loans held for s
Net change in other assi

Net cash provided by operating activit

Cash flows from investing activitie
Maturities of securities available for s:
Maturities of securities held for investme
Proceeds from sale of securities available for
Purchases of securities available for ¢
Purchase of securities held for investmr
Net new loans and principal repayme
Proceeds from the sale of other real estate o\

Proceeds from sale of Federal Home Loan Bank addrBeReserve Bank sto

Purchase of Federal Home Loan Bank and FederahReBank stocl
Additions to bank premises and equipm

Net cash (used in) provided by investing activi

Cash flows from financing activitie
Net increase in deposi
Net increase in federal funds purchased and repaechgreemen
Stock based employee benéefit pli
Dividends paic

Net cash provided (used in) financing activi

Net increase in cash and cash equival

Cash and cash equivalents at beginning of p¢

Cash and cash equivalents at end of pe

Three Months Ended

March 31,

2012 2011
$ 20,47( $ 19,61(
4,85t 4,24
(3,069 (3,62))
(18,566 (17,37)
(32,266 (31,106
30,84 40,53(
(530) 942
1,74 13,22:
28,63¢ 32,59
1,62 1,98¢
111,71 2,13t
(60,81 (114,559
(500) (1,526)
(13,367 10,99:
5,27¢ 5,01«
0 563
(6) 0
(56€) (279)
71,99: (63,089
18,72 48,98:
13,06¢ 16,97:
51 40
(625) 0
31,21: 65,99t
104,95: 16,13:
167,08: 211,40!
$272,03:  $ 227,53
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CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (tmued) (Unaudited)
Seacoast Banking Corporation of Florida and Subs&b

Three Months Ended

March 31,
(Dollars in thousands 2012 2011
Reconciliation of net income to net cash providgmperating activitie:
Net income $ 93¢ $ 35¢
Adjustments to reconcile net income to net caskigea by operating activitie:
Depreciatior 66¢ 753
Amortization of premiums and discounts on secugjtieet 973 47¢
Other amortization and accretion, | 93 (399
Change in loans held for sale, | (1,419 9,42
Provision for loan losse 2,30t 64C
Gains on sale of securiti (3,379 0]
Gains on sale of loar (163 (85)
Losses on sale and wi-downs of other real estate owr 2,03¢ 44¢
Losses on disposition of fixed ass 2 3
Change in interest receivat 25t (439
Change in interest payat (355 93
Change in prepaid expens 68C 962
Change in accrued tax 214 52
Change in other asse¢ (530 942
Change in other liabilitie (579 (22)
Net cash provided by operating activit $1,747  $13,22:
Supplemental disclosures of r-cash investing activitie:
Fair value adjustment to securiti $ 47C $(1,600)
Transfer from loans to other real estate ow 1,964 2,41¢
Matured securities recorded as a receiv. 762 0]

See notes to condensed consolidated financiahsémes.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT (UNAUDITED)
SEACOAST BANKING CORPORATION OF FLORIDA AND SUBSIBRRIES

NOTE A— BASIS OF PRESENTATION

The accompanying unaudited condensed consolidetaddial statements have been prepared in accadaitit U. S. generally accepted
accounting principles for interim financial infortien and with the instructions to Form 10-Q andeéR10-01 of Regulation Z- Accordingly,
they do not include all of the information and footes required by U. S. generally accepted acaogiptiinciples for complete financial
statements. In the opinion of management, all adjeists (consisting of normal recurring accrualsjsidered necessary for a fair presente
have been included. Operating results for the thmerath period ended March 31, 2012, are not neabssalicative of the results that may
be expected for the year ending December 31, 20aRyother period. For further information, refieithe consolidated financial statements
and footnotes thereto included in the Company’siahreport on Form 10-K for the year ended Decertie2011.

Use of Estimates

The preparation of these condensed consolidataddial statements required the use of certain agtsrby management in determining the
Company’s assets, liabilities, revenues and exgersgual results could differ from those estimates

Specific areas, among others, requiring the apdicaf management’s estimates include determinatfahe allowance for loan losses, the
valuation of investment securities available fdestair value of impaired loans, contingent ligtigls, other real estate owned, and the
valuation of deferred tax valuation allowance. Attiesults could differ from those estimates.

NOTE B— RECENT ACCOUNTING STANDARDS
Future Application of Accounting Pronounceme

In December 2011, the FASB issued ASU No. 2011'Disclosures About Offsetting Assets and Liabifitie This project began as an
attempt to converge the offsetting requirementeutdS. GAAP and IFRS. However, as the Boards wetable to reach a converged
solution with regards to offsetting requiremeniig Boards developed convergent disclosure requirestie assist in reconciling differences
in the offsetting requirements under U.S. GAAP HfRS. The new disclosure requirements mandateetitéties disclose both gross and net
information about instruments and transactiongl@égor offset in the statement of financial pasitas well as instruments and transactions
subject to an agreement similar to a master nesiirmngement. ASU No. 2011-11 also requires discéosf collateral received and posted in
connection with master netting agreements or simaleangements. ASU No. 2011-11 is effective foeiim and annual reporting periods
beginning on or after January 1, 2013. As the mioms of ASU No. 2011-11 only impact the disclosteguirements related to the offsetting
of assets and liabilities, the adoption will haweimpact on the Company’s Consolidated Financiatedhents.

9
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NOTE C— BASIC AND DILUTED EARNINGS (LOSS) PER COMMON SHAR

Equivalent shares of 1,117,000 and 1,125,000 etkatstock options, stock settled appreciationtagind warrants for each of the periods
ended March 31, 2012 and 2011, respectively, weckiged from the computation of diluted EPS becaheg would have been artilutive.

Three Months Ended

March 31,
(Dollars in thousands, except per share ¢ 2012 2011
Basic:
Net income (loss) available to common sharehol $ 1 $ (579
Average basic shares outstand 93,618,12 93,458,69
Basic (loss) EP! $ 0.0C $ (0.07)
Diluted:
Net income (loss) available to common sharehol $ 1 $ (579
Average shares basic outstand 93,618,12 93,458,69
Employee restricted stoc 776,77 0
Average diluted shares outstand 94,394,90 93,458,69
Diluted (loss) EP¢ $ 0.0C $ (0.01)

NOTE D— FAIR VALUE INSTRUMENTS MEASURED AT FAIR VALUE

In certain circumstances, fair value enables thea @y to more accurately align its financial perfance with the market value of actively
traded or hedged assets and liabilities. Fair watuable a company to mitigate the non-economiuregs volatility caused from financial
assets and financial liabilities being carriediéfecent bases of accounting, as well as, to mooaigtely portray the active and dynamic
management of a company’s balance sheet. ASC &dps additional guidance for estimating fair \ahen the volume and level of
activity for an asset or liability has significantlecreased. ASC 820 also includes guidance otifigieg circumstances that indicate a
transaction is not orderly. Under ASC 820, fairnaimeasurements for items measured at fair valivaath 31, 2012 and 2011 included:

10
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Quoted Price

in Active Significant
Markets for Other Significant
Identical Observable Unobservabl
Fair Value Assets Inputs Inputs
(Dollars in thousands Measuremen (Level 1) (Level 2) (Level 3)
March 31, 201:
Available for sale securities (. $ 574,61! $ 1,71¢ $572,89° $ —
Loans available for sa 8,21« — 8,21¢ —
Loans (1) 33,10¢ — 11,71« 21,39«
Other real estate owned ( 15,53( — 2,39( 13,14(
March 31, 201:
Available for sale securities (. $ 514,15( $ 4,20¢ $509,94: $ —
Loans available for sa 3,09t — 3,09t —
Loans (1) 47,781 — 11,70¢ 36,07:
Other real estate owned | 24,111 — 2,361 21,75(

(1) See Note E. Nonrecurring fair value adjustmentsams identified as impaired reflect full or partiarite-downs that are based on the
loan’'s observable market price or current appraised gadfithe collateral in accordance with ASC 3

(2) Fair value is measured on a nonrecurring basisés@dance with ASC 3€.

(3) See Note H for further detail of fair value of ividiual investment categorie

When appraisals are used to determine fair valddtamappraisals are based on a market approachelttted loan’s fair value is classified as
Level 2 input. The fair value of loans based onrajgals which require significant adjustments tokatbased valuation inputs or apply an
income approach based on unobservable cash flswkssified as Level 3 inputs.

Transfers between levels of the fair value hienate recognized on the actual date of the eveadircumstances that caused the transfer,
which generally coincides with the Company’s moytiahd/or quarter valuation process.

During the quarters ended March 31, 2012 and 20dretwere no transfers between level 1 and leask2ts carried at fair value.

For loans classified as level 3 transfers in tat§#3.1 million for the first quarter of 2012. F2012, transfers out consisted of charge-offs of
$0.6 million, and foreclosures migrating to otheslrestate owned (“OREO&nd other reductions (including principal paymeidsaling $0.¢
million. No sales were recorded.

Charge-offs recognized upon loan foreclosures aneiglly offset by general or specific allocatiefishe allowance for loan losses and
generally do not, and did not during the reporfiegiods, significantly impact the Company’s prowisfor loan losses.

11
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For OREO classified as level 3 during the firstrteraof 2012, transfers out totaled $5.9 millioansisting of valuation write-downs of $1.2
million and sales of $4.7 million, and transferconsisted of foreclosed loans totaling $0.6 millio

The following table shows the carrying value arid alue of the Compang’financial assets and financial liabilities asvtafrch 31, 2012 ar
2011:

March 31, 201: March 31, 201:
Carrying Carrying
(Dollars in thousands Value Fair Value Value Fair Value
Financial Asset
Cash and cash equivalel $ 272,03 $ 272,03 $ 227,53 $ 227,53t
Securities 593,41¢ 594,04 539,98! 539,96°
Loans, ne 1,191,93 1,206,94: 1,191,03! 1,205,26.
Loans held for sal 8,21¢ 8,21¢ 3,09t 3,09t
Financial Liabilities
Deposit liabilities 1,737,45! 1,740,36 1,686,21! 1,692,69:
Borrowings 199,31t 204,49¢ 165,18! 168,58t
Subordinated det 53,61( 32,16¢ 53,61( 17,20(

The following methods and assumptions were usedtimate the fair value of each class of finanicisirument for which it is practicable to
estimate that value at March 31, 2012 and 2011:

Cash and cash equivalent$he carrying amount was used as a reasonabieagstdf fair value.

Securities U.S. Treasury securities are reported at faeaitilizing level 1 inputs. Other securities clfied as available for sale are
reported at fair value utilizing level 2 inputs.rkbese securities, the Company obtains fair valeasurements from an independent pricing
service. The fair value measurements consider ek data that may include dealer quotes, magkegsls, cash flows, the U.S. Treasury
yield curve, live trading levels, trade executi@iaj market consensus prepayment speeds, cregtitiation, and a bor's terms and
conditions, among other things.

The Company reviews the prices supplied by thepaddent pricing service, as well as their undegypricing methodologies, for
reasonableness and to ensure such prices aredhligtietraditional pricing matrices. In generaletompany does not purchase investment
portfolio securities that are esoteric or that hemplicated structure. The Company’s entire pbdfoonsists of traditional investments,
nearly all of which are U.S. Treasury obligatiofegleral agency bullet or mortgage pass-throughriesy or general obligation or revenue
based municipal bonds. Pricing for such instruméntsirly generic and is easily obtained. Fromeita time, the Company will validate, ol
sample basis, prices supplied by the independ@&ingrservice by comparison to prices obtained ftbird party sources or derived using
internal models.

Loans: Fair values are estimated for portfolios of loarith similar financial characteristics. Loans asgregated by type such as commel
mortgage, etc. Each loan category is further setgdento fixed and adjustable rate interest termslay performing and nonperforming

12
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categories. The fair value of loans, except redidemortgages, is calculated by discounting schetivash flows through the estimated
maturity using estimated market discount ratesrféct the credit and interest rate risks inhenethe loan. For residential mortgage loans,
fair value is estimated by discounting contractizlh flows adjusting for prepayment assumptionsgudiscount rates based on secondary
market sources. The estimated fair value is nabdprice fair value under ASC 820 when this véiliatechnique is used.

Loans held for sal: Fair values are based upon estimated values tedeéved from independent third party purchasers.

Deposit Liabilities: The fair value of demand deposits, savings adsoamd money market deposits is the amount payshle reporting
date. The fair value of fixed maturity certificatefsdeposit is estimated using the rates curresffigred for funding of similar remaining
maturities.

Borrowings: The fair value of floating rate borrowings is #mount payable on demand at the reporting date faihvalue of fixed rate
borrowings is estimated using the rates currerftlred for borrowings of similar remaining matuesi

Subordinated dehtThe fair value of the floating rate subordinatiedbt is estimated using discounted cash flow aisafyrsd the Company’s
current incremental borrowing rate for similar msbents.

NOTE E— IMPAIRED LOANS AND VALUATION ALLOWANCE FOR LOAN LOSSES

During the three months ending March 31, 2012taked of newly identified TDRs was $2.9 million, which $0.1 million were accruing
construction and land development loans and $2liomivere accruing residential real estate morggadroans modified, but where full
collection under the modified terms is doubtful el@ssified as nonaccrual loans from the date dfifitation and are therefore excluded fr
the tables below.

The Company’s TDR concessions granted generallyolinclude forgiveness of principal balances. Loadifications are not reported in
calendar years after modification if the loans weified at an interest rate equal to the yieldsew loan originations with comparable risk
and the loans are performing based on the terrfeakestructuring agreements.

When a loan is modified as a TDR, there is notraatli material impact on the loans within the cdidsted Balance Sheet, as principal
balances are generally not forgiven. All loans priomodification were classified as an impairean@nd the allowance for loan losses is
determined in accordance with Company policy.

13
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The following table presents loans that were medifivithin the three months ended March 31, 2012:

PreModification PostModification Valuation
Number Outstanding Outstanding Specific Allowance

(Dollars in thousands) of Recorded Recorded Reserve
Troubled Debt Restructurings Modifi¢ Contract Investmen Investmen Recorde Recordec
Construction and land development 1 $ 70 $ 64 $ 0 $ 6
Residential real esta 10 2,05¢ 1,96¢ 0 88
Commercial real esta 0 0 0] 0 0
Commercial and financi: 1 46 44 0 2
Consume 0 0 0 0 0
Total 12 $ 2,17( $ 2,074 $ 0 $ 96

Accruing loans that were restructured within theltve months preceding March 31, 2012 and defaudlteohg the three months ended
March 31, 2012 are presented in the table below.Jémpany considers a loan to have defaulted whetomes 60 days or more delingt
under the modified terms, has been transferre@taccrual status, or has been transferred to othkéestate owned. A defaulted TDR is
generally placed on nonaccrual and specific allmgdnor loan loss is assigned in accordance wittCthiapany'’s policy.

2012
Number
(Dollars in thousands) of Recorded
Troubled Debt Restructurings Defaull Contract Investmer
Construction and land development 1 $ 37
Total 1 $ 37

As of March 31, 2012 and December 31, 2011, the fizmy's recorded investments in impaired loans had¢lated valuation allowances
were as follows:

March 31, 201:

Unpaid Related
Recorded Principal Valuation
(Dollars in thousands Investmen Balance Allowance
Impaired Loans with No Related Allowance Recorc
Construction and land developm:e $ 1,571 $ 2,29( $ 0
Commercial real esta 8,22( 13,24¢ 0
Residential real esta 8,961 13,227 0
Commercial and financi: 10 11 0
Consume 50¢ 557 0
Impaired Loans with an Allowance Record
Construction and land developm: 3,84¢ 4,171 532
Commercial real esta 46,59: 47,147 3,46¢
Residential real esta 29,03¢ 29,437 4,06¢
Commercial and financi 0 0 0
Consume 65¢ 667 12¢
Total:
Construction and land developm: 5,41¢ 6,467 532
Commercial real esta 54,81 60,39¢ 3,46¢
Residential real esta 38,00: 42,66+ 4,06¢
Commercial and financi 10 11 0
Consume 1,167 1,22¢ 122

$99,41( $110,76: $ 8,197

14
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December 31, 201

Unpaid Related
Recorded Principal Valuation
(Dollars in thousands Investmen Balance Allowance
Impaired Loans with No Related Allowance Recorc
Construction and land developm:e $ 1,61¢ $ 2,431 $ 0
Commercial real esta 19,10: 22,21¢ 0
Residential real esta 9,12¢ 13,44: 0
Commercial and financi: 16 16 0
Consume 481 5232 0
Impaired Loans with an Allowance Record
Construction and land developm: 3,771 4,131 37t
Commercial real esta 39,19¢ 39,82« 3,38t
Residential real esta 26,14( 26,94( 3,09¢
Commercial and financi: 101 101 8
Consume 57¢ 584 112
Total:
Construction and land developm: 5,39 6,562 37¢
Commercial real esta 58,30( 62,04: 3,38t
Residential real esta 35,26¢ 40,38: 3,09¢
Commercial and financi 117 117 8
Consume 1,05¢ 1,107 112

$100,13° $110,21: $ 6,97¢

As of the three months ended March 31, 2012 and 2 Company’s recorded investments in impaioathi$ and the related valuation
allowances were as follows:

Three Months Ended Three Months Ended
March 31, 201: March 31, 201:
Average Interest Average Interest
Recorded Income Recorded Income
(Dollars in thousands Investmer Recognize Investmen: Recognize
Impaired Loans with No Related Allowance Recorc
Construction and land developm:e $ 1,601 $ 1 $ 3,601 $ 10
Commercial real esta 15,47« 13 23,63¢ 95
Residential real esta 9,07: 2 9,34¢ 4
Commercial and financi: 14 0 3,071 0
Consume 49C 0 172 0
Impaired Loans with an Allowance Record
Construction and land developm: 3,801 31 28,49¢ 38
Commercial real esta 41,66 39¢ 40,71¢ 484
Residential real esta 27,10¢ 21¢€ 27,22° 23E
Commercial and financi: 67 0 16¢ 1
Consume 60E 7 1,03¢ 7
Total:
Construction and land developm: 5,40z 32 32,10( 48
Commercial real esta 57,137 412 64,35 57¢
Residential real esta 36,17¢ 21€ 36,57¢ 23¢
Commercial and financic 81 0 3,24( 1
Consume 1,09t 7 1,21C 7
$99,89: $ 66¢ $137,47¢ $ 874

15
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Impaired loans also include loans that have beetifiad in troubled debt restructurings (“TDRs”) wkeconcessions to borrowers who
experienced financial difficulties have been grdnt& March 31, 2012 and December 31, 2011, acgrlibRs totaled $57.7 million and
$71.6 million, respectively.

Interest payments received on impaired loans a@rded as interest income unless collection oféheaining recorded investment is douk
at which time payments received are recorded agctieths to principal. For the quarter ended Marth2912 and 2011, the Company
recorded $669,000 and $874,000, respectively terest income on impaired loans.

Transactions in the allowance for loan lossesHerthree months ended March 31, 2012 and 201 luesrmarized as follows:

March 31, 201

Beginning Provisior
= Net
for Loan Charge- Charge- Ending
(Dollars in thousands Balance Losses Offs Recoverie Offs Balance
Construction & land developme $188: $ (159 $ (230) $ 15 $ (215 $ 1,50¢
Commercial real esta 11,477 1,64t (2,287 76 (2,21)  10,91:
Residential real esta 10,96¢ 864 (1,059 50 (1,009  10,82¢
Commercial and financiz 40z 78 (97 34 (63) 417
Consume 837 (123) (13) 91 78 792

$2556 $2,30 $(3,681) $ 26€ $(3,415) $24,45¢
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March 31, 201:

Beginning Provision Net
for Loan Charge- Charge- Ending
(Dollars in thousands Balance Losses Offs Recoverie Offs Balance
Construction & land developme $ 7,214  $(1,55¢ $(1,85() $ 30€ $(1,549) $ 4,11-
Commercial real esta 18,56: (1,226 (5817) 11 (570 16,761
Residential real esta 10,10: 3,27¢ (1,929 76 (1,847%) 11,53(
Commercial and financic 48C 17z 0 87 87 73¢
Consume 1,38t (23) (182) 25 (157) 1,20

$37,74¢ $ 64C $(4,53¢0 $ 50t $(4,03]) $34,35:

The allowance for loan losses is composed of sipeadibwances for certain impaired loans and gdralavances grouped into loan pools
based on similar characteristics. The Company’'s fmatfolio and related allowance as of March 3112and 2011 is shown in the table
below:

March 31, 201

Individually Evaluated for Collectively Evaluated for
Impairment Impairment Total
Associate! Associate Associate!
Carrying Carrying Carrying
(Dollars in thousands Value Allowance Value Allowance Value Allowance
Construction & land developme $ 541¢ $ 53z $ 4859 $ 977 $ 54,01¢ $ 1,50¢
Commercial real esta 54,81 3,46¢ 451,74¢ 7,44 506,56( 10,91:
Residential real esta 38,00: 4,06¢ 512,26: 6,757 550,26 10,82¢
Commercial and financi: 10 0 54,551 417 54,56 417
Consume 116 123 49,82 66¢ 50,99( 792

$ 9941 $ 8,19z $1,116,98. $16,267 $1,216,39. $24,45¢

March 31, 201:

Individually Evaluated for Collectively Evaluated for
Impairment Impairment Total
Associate Associate Associate!
Carrying Carrying Carrying
(Dollars in thousands Value Allowance Value Allowance Value Allowance
Construction & land developme $ 29,79¢ $ 2,066 $ 4591¢ $ 2,042 $ 7571t $ 4,11C
Commercial real esta 75,48¢ 5,38( 451,73. 11,38 527,22( 16,767
Residential real esta 36,48¢ 4,14z 483,76« 7,38¢ 520,25: 11,53(
Commercial and financi: 30C 19¢ 51,22( 54C 51,52( 73¢
Consume 1,092 87 49,58( 1,11¢ 50,67 1,20¢

$143,16f $11,87¢ $1,082,21! $22,477 $1,225,38. $34,35!

NOTE F: CONTINGENCIES

The Company and its subsidiaries, because of thueenaf their businesses, are at all times sultjeoctimerous legal actions, threatened or
filed. Management presently believes that none
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of the legal proceedings to which it is a partyldeely to have a materially adverse effect on @wnpany’s consolidated financial condition,
operating results or cash flows, although no asmgraan be given with respect to the ultimate auteof any such claim or litigation.

NOTE G: EQUITY CAPITAL

During March 2012, the U.S. Treasury conductedumtian for sale of their investment in six bankshe Troubled Asset Relief Program
(“TARP”) Capital Purchase Program (“CPP”), inclugitheir $50 million investment in Seacoast. The.T/®asury was successful in selling
all of its investment in the Company’s Series Aféned Stock. We continue to view this capital agraportant component of our capital
structure. The U.S. Treasury retains it rightshwarrant for purchase of 589,625 shares of constank at $6.36 per share.

The Company is well capitalized for bank regulatpuyposes. To be categorized as well capitalizeddCtompany must maintain minimum
total risk-based, Tier 1 risk-based and Tier 1 lage ratios as set forth under “Capital Resourge#iis Report. At March 31, 2012, the
Company'’s principal subsidiary, Seacoast NatiorailB or “Seacoast National”, met the risised capital and leverage ratio requiremen
well capitalized banks under the regulatory framdwfor prompt corrective action.

Seacoast National has agreed to maintain a Tiapitat (to adjusted average assets) ratio of at &&0% and a total risk-based capital ratio
of at least 12.00% with its primary regulator, @ffice of the Comptroller of the Currency (*OCC7he agreement with the OCC as to
minimum capital ratios does not change the Bartkis as “well-capitalized” for bank regulatory poses.

NOTE H: SECURITIES

The amortized cost and fair value of securitieslalbe for sale and held for investment at March3&112 and December 31, 2011 are
summarized as follows:

March 31, 201:

Gross Gross
Unrealize Unrealize«
Gross
Amortized Fair
Cost Gains Losses Value
(In thousands
SECURITIES AVAILABLE FOR SALE
U.S. Treasury securities and obligations of U.SvéBoment
Sponsored Entitie $ 1,69¢ $ 19 $ — $ 1,71¢
Mortgagebacked securities of U.S Government Sponsoredi&s 151,89: 3,01( (119 154,78
Collateralized mortgage obligations of U.S. Goveenin
Sponsored Entitie 336,31: 6,03: (25¢) 342,08t
Private collateralized mortgage obligatic 74,63( 867 (639 74,86
Obligations of state and political subdivisions €n 1,097 62 — 1,15¢

$565,63( $ 9,991 $(1,00€) $574,61!

SECURITIES HELD FOR INVESTMENT
Collateralized mortgage obligations of U.S. Goveenin

Sponsored Entitie $ 8,94: $ — $ (127) $ 8,81¢
Private collateralized mortgage obligatic 1,69 39 — 1,73¢€
Obligations of state and political subdivisic 6,661 677 — 7,33¢
Other 1,50( 36 — 1,53¢

$1880 $ 752 $ (127) $ 19,42
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December 31, 201

Gross Gross
Unrealizet Unrealize«
Gross
Amortized Fair
Cost Gains Losses Value
(In thousands
SECURITIES AVAILABLE FOR SALE
U.S. Treasury securities and obligations of U.Své&oment
Sponsored Entitie $ 1,69¢ $ 25 $ — $ 1,72¢
Mortgagebacked securities of Government Sponsored En 135,66! 2,81¢ (37) 138,44
Collateralized mortgage obligations of Governmgmir&ored
Entities 428,13¢ 9,111 (31¢€) 436,93«
Private collateralized mortgage obligatic 73,24 33C (3,487%) 70,09(
Obligations of state and political subdivisic 1,097 70 — 1,167

$639,84° $12,35¢ $(3.,840 $648,36:

SECURITIES HELD FOR INVESTMENT
Collateralized mortgage obligations of Governmgmir&ored

Entities $ 10,47¢ $ — $ (136 $ 10,33¢
Private collateralized mortgage obligatic 1,84(C 40 — 1,88(
Obligations of state and political subdivisic 6,662 57C — 7,232
Other 1,00(¢ 36 1,03¢

$1997° $ 646 $ (136  $ 20,48;

Proceeds from sales of securities during the thmeeth period ended March 31, 2012 were $111,71A@00gross gains of $3,374,000 and
gross losses of $0. No sales of securities occutueidg the three month period ended March 31, 2011

Securities with a carrying value of $84,489,000 faidvalue of $84,526,000 at March 31, 2012 wdeelged as collateral for United States
Treasury deposits, and other public and trust depp&ecurities with a carrying value and fair \eabf $149,507,000 were pledged as
collateral for repurchase agreements.
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The amortized cost and fair value of securitielslatch 31, 2012, by contractual maturity, are shéwelow. Expected maturities will differ
from contractual maturities because borrowers neaethe right to call or repay obligations withvathout call or prepayment penalties.

Held for Investmen Available for Sale
Amortizec
Fair Amortized Fair
Cost Value Cost Value
(In thousands

Due in less than one ye $ — $ — $  49¢ $ 50t
Due after one year through five ye 127 127 1,40t 1,43¢
Due after five years through ten ye 1,50z 1,62¢ 892 93¢
Due after ten yeal 5,031 5,582 — —

6,661 7,33¢ 2,79¢ 2,87
Mortgagebacked securities of Government Sponsored En — — 151,89: 154,78
Collateralized mortgage obligations of Governmgmir&ored Entitie 8,94: 8,81¢ 336,31 342,08t
Private collateralized mortgage obligatic 1,697 1,73¢ 74,63( 74,86
No contractual maturit 1,50(C 1,53¢ — —

$18,80! $19,42¢ $565,63( $574,61!

The estimated fair value of a security is determhibased on market quotations when available ogtifivailable, by using quoted market
prices for similar securities, pricing models asatiunted cash flows analyses, using observableandaita where available. The tables below
indicate the amount of securities with unrealizegbes and period of time for which these losses wetstanding at March 31, 2012 and
December 31, 2011, respectively.

March 31, 201:

Less than 12 montt 12 months or longe Total
Unrealize Unrealize Unrealize«
Fair Fair Fair
Value Losses Value Losses Value Losses
(In thousands
Mortgage-backed securities of U.S. Government Sponsoredieés  $23,601 $ (1149 $ — $ — $ 23,60 $ (1149
Collateralized mortgage obligations of U.S. GoveentrSponsored
Entities 61,335 (385) — — 61,33’ (385)
Private collateralized mortgage obligatic 9,31¢ (150  26,77¢ (484) 36,09 (639
Total temporarily impaired securiti $94,25: $ (649 $26,77¢ $ (484 $121,03. $(1,139)
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December 31, 201

Less than 12 montt 12 months or longe Total
Unrealize Unrealize Unrealize«
Fair Fair Fair
Value Losses Value Losses Value Losses
(In thousands
Mortgage-backed securities of U.S. Government Sponsorediés $ 18,80 $ (37) $ — $ — $ 18,80 $ (37)
Collateralized mortgage obligations of U.S. GoveentrSponsored
Entities 59,91: (452) — — 59,91: (452)
Private collateralized mortgage obligatic 32,61¢ (2,007 27,28 (1,486 59,89 (3,487%)
Total temporarily impaired securiti $111,32¢  $(2,490 $27,28. $(1,486) $138,61( $(3,976¢

Approximately $0.6 million of $1.1 million of thenvealized losses at March 31, 2012 pertain to tEilebel securities secured by collateral
originated in 2005 and prior. Their fair value B6&L million as of March 31, 2012 and is attriblg¢atio a combination of factors, including
relative changes in interest rates since the tifipaichase and decreased liquidity for investmentigties in general. The collateral
underlying these mortgage investments are 30- &ngkar fixed and 10/1 adjustable rate mortgagessli@adth low loan to values,
subordination and historically have had minimakfdosures and losses. Based on its assessmeeseffittors, management believes that
the unrealized losses on these debt security hgddine a function of changes in investment spraadsnterest rate movements and not
changes in credit quality. Management expectsdover the entire amortized cost basis of theseriesu

At March 31, 2012, the Company also had $0.5 nmillkd unrealized losses on mortgage-backed seaidgfigovernment sponsored entities
having a fair value of $84.9 million that were #iiitable to a combination of factors, includingatele changes in interest rates since the time
of purchase and decreased liquidity for investnseurities in general. The contractual cash flawsHese securities are guaranteed by U.S.
government agencies and U.S. government-sponsaterpeses. Based on its assessment of thesedantanagement believes that the
unrealized losses on these debt security holdirga éunction of changes in investment spreadsrartkest rate movements and not changes
in credit quality. Management expects to recoverdhtire amortized cost basis of these securities.
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As of March 31, 2012, the Company does not intengktl nor is it anticipated that it would be regdito sell any of its investment securities
that have losses. Therefore, management does nsideo any investment to be other-than-temporarilyaired at March 31, 2012.

Included in other assets was $12.0 million at M&8th2012 of Federal Home Loan Bank and FederatfesBank stock stated at par value.
At March 31, 2012, the Company has not identifieelnés or changes in circumstances which may haignéficant adverse effect on the fair
value of the $12.0 million of cost method investinsecurities.

NOTE I: INCOME TAXES

The tax provision for net income for the first tammonths of 2012 totaled $399,000. An adjustmetti¢aleferred tax valuation allowance
was recorded in a like amount. The Company hagdedmet deferred tax assets (“DTA”) of $16.6 railliat March 31, 2012. Although
realization is not assured, management believegahhization of the DTA is more likely than nogded upon expectations as to future tay
income and tax planning strategies, as defined 8y A40lncome TaxesShould the economy show improvement and the Cagiparedit
losses continue to moderate prospectively, as tmpa@ny continues to generate taxable income, inetkeeliance on management’s forecast
of future taxable earnings could result in realmabf additional future tax benefits from the neerating loss carryforwards. At March 31,
2012 the Company has approximately $44.5 millioitsrdeferred tax valuation allowance allocatedgaleferred tax assets, primarily net
operating loss carryforwards.

NOTE J- LOANS
Information relating to loans as of March 31, 2@h2l December 31, 2011 is summarized as follows:

2012 2011
(In thousands)
Construction and land developm: $ 54,01¢ $ 49,18¢
Commercial real esta 506,56( 508,35
Residential real esta 550,26 546,24t
Commerical and financic 54,56 53,10¢
Consume 50,78¢ 50,61:
Other 201 57¢
NET LOAN BALANCES $1,216,39: $1,208,07:

(1) Netloan balances as of March 31, 2012 and Decer@bep011 are net of deferred costs of $1,671,06@D%L,632,000, respective
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The following table presents the contractual agihthe recorded investment in past due loans ysabé loans as of March 31, 2012 and
December 31, 2011:

March 31, 2012

Accruing

Accruing Accruing Greater Total

3059 Day: 60-89 Day:! Than Financing
(Dollars in thousands Past Due Past Due 90 Days Nonaccrue Current Receivable:
Construction and land developm: $ 29¢ % 498 $ — $ 223 $ 51,43¢ $ 54,01¢
Commercial real esta 3,81( — — 24,51 478,23¢ 506,56(
Residential real esta 2,56¢ 60¢ 29 14,26¢ 532,78t 550,26
Commerical and financi: — — — 10 54,55 54,56
Consume 75 72 — 691 49,95 50,78¢
Other — — — — 201 201
Total $ 675 $ 73C $ 29 $41,71¢ $1,167,16- $1,216,39.
December 31, 2011

Accruing

Accruing Accruing Greater Total

3059 Day:  60-89 Day: Than Financing
(Dollars in thousands Past Due Past Due 90 Days Nonaccrue Current Receivable:
Construction and land developm: $ 6 $ 218 $ — $ 2227 $ 46,73¢ $ 49,18
Commercial real esta 83¢€ — — 13,12( 494,39 508,35:
Residential real esta 2,97¢ 607 — 12,55¢ 530,10! 546,24t
Commerical and financit 80 — — 16 53,00¢ 53,10¢
Consume 24¢ 74 — 60¢ 49,68: 50,61:
Other — — — — 57¢ 57¢E
Total $ 4147 $ B89%€ $ — $28,52¢ $1,174,50! $1,208,07:

The Company utilizes an internal asset classificasiystem as a means of reporting problem and f@tenoblem loans. Under the
Company’s risk rating system, the Company classifimblem and potential problem loans as “Specihtidn,” “Substandard,” and
“Doubtful” and these loans are monitored on an ongoing Eslistandard loans include those characterizedebgtithinct possibility that th
Company will sustain some loss if the deficien@esnot corrected. Loans classified as substandaydrequire a specific allowance, but
generally does not exceed 30% of the principalizaal oans classified as Doubtful, have all thekmeases inherent in those classified
Substandard with the added characteristic thalveknesses present make collection or liquidatidall, on the basis of currently existing
facts, conditions and values, highly questionablke ismprobable. Loans classified as doubtful gehehadve specific allowances in excess of
30% of the principal balance. Loans that do notentty expose the Company to sufficient risk to naat classification in one of the
aforementioned categories, but possess weaknésgateserve management’s close attention are denbedSpecial Mention. Risk ratings
are updated any time the situation warrants.

Loans not meeting the criteria above are considerée pass-rated loans and risk grades are réatdduat least annually by the loan
relationship manager.
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The following table presents the risk categorysglaf loans and the recorded investment as of Ma&tc012 and December 31, 2011:

March 31, 2012

(Dollars in thousands

Pass

Special mentiot
Substandar

Doubtful

Nonaccrua

Troubled debt restructur:

December 31, 2011

(Dollars in thousands

Pass

Special mentiot
Substandar

Doubtful

Nonaccrua

Troubled debt restructur:

Constructior Commercia
Commercia Consume
& Land Residential and

Developmer Real Estat Real Estat Financial Loans Total
$ 47,447 $391,74t $507,42¢ $ 53,01¢ $49,60: $1,049,24.
1,10¢ 43,41« 4,77¢ 1,327 — 50,62¢
49 16,58¢ 84 20& 22C 17,14«
2,23€ 24,51 14,26¢ 10 691 41,71¢
3,18: 30,30: 23,70¢ — 47% 57,66¢
$ 54,01¢ $506,56( $550,26: $ 54,561 $50,99( $1,216,39

Constructior Commercia
Commercia Consume
& Land Residential and

Developmer Real Estat Real Estat( Financial Loans Total
$ 42,89¢ $387,16: $505,31¢ $ 51,37% $49,29¢ $1,036,05!
80z 57,33 5,52¢ 1,44¢ 52% 65,63:
a0 5,55¢ 133 16€& 30¢ 6,254
2,221 13,12( 12,55¢ 16 60¢ 28,52¢
3,16€ 45,18( 22,71 101 451 71,61:
$ 49,18: $508,35 $546,24( $ 53,10! $51,18¢ $1,208,07:
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Item 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS
FIRST QUARTER 2012

The following discussion and analysis is desigreegrovide a better understanding of the signifidantors related to the Company’s results
of operations and financial condition. Such distusand analysis should be read in conjunction withCompanys Condensed Consolidal
Financial Statements and the related notes inclird#ds report. For purposes of the following dission, the words the “Company,” “we,”
“us,” and “our”refer to the combined entities of Seacoast BanKiogporation of Florida and its direct and indiredtolly owned subsidiarie

EARNINGS OVERVIEW

Recent years have been difficult for the U.S. eoconand for the financial services industry. The @amy’s earnings have been negatively
impacted by higher credit costs, primarily the testiloan portfolio pressure stemming from ongodegerioration in real estate values, as
well as increasing unemployment and other factassated in Florida, our markets have experiencepgnty value declines, which began in
late 2007 and continued through 2011. While the gamy did not have material exposure to many ofdbees that originally plagued the
industry (e.g., sub-prime loans, structured investhvehicles and collateralized debt obligatiotts), Companys exposure to construction ¢
land development and the residential housing seectmsured its loan portfolio, resulting in incredsredit costs and foreclosed asset
expenses. As the economic downturn continued, enesaonfidence and weak economic conditions beg#@mpact areas of the economy
outside of the housing sector and restrained naw dtemand from credit worthy borrowers. Throughbigt difficult operating environment,
the Company has been proactively positioning isirmss for growth by aggressively focusing on imprg credit quality, de-risking the
overall loan portfolio, disposing of problem asseisd focusing on growing core deposits.

During 2011 and into 2012, we made good progressung our strategic plan, even though there wigmafecant headwinds from the
operating and interest rate environment. We begaee positive results in our effort to return tofability. Specifically, revenue grew and
net interest income increased, as a result of &ser@ loan production and deposit growth. Noninténesme also increased, as a result of
growth in key activities such as mortgage bankiamg, and fees earned from increased householdsusinkess deposit relationships. These
successes were a direct result of implementingtifa¢egic plan adopted by our board of directorsetlyears ago. In 2011 and the beginning
months of 2012, improved tactical execution andioyroved condition supported better growth forttbodbnsumer household and
commercial relationships.

The Company has improved the risk profile of itltahae sheet by increasing capital, maintaining @mate reserves, and reducing the
concentrations of higher risk commercial real estaans. The same disciplined approach we usedrtg Bown credit risk on our balance
sheet in order to restore earnings is now supmpttia execution of our growth plan. We believe tamgeted plan to grow our consumer and
commercial franchise is the best way to build shalder value going forward.
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As a result of these efforts, the Company repanetdncome of $938,000 for the first quarter of 20dompared to $358,000 a year ago. Net
income available to common shareholders (afterepred dividends and accretion of preferred stoskalint) for the first quarter of 2012
totaled $1,000 or $0.00 per average common dilsitedle, an improvement when compared to losseslio 0 the first quarter of $579,000
or $0.01 per average common diluted share, and amdgo income of $1,611,000 or $0.02 per averagamon diluted share for the fourth
quarter of 2011. The better performance for that fjuarter of 2012 reflects our determination gkliag risk exposures over that past couple
years while planning for growth prospective

The net interest margin decreased 9 basis poimisgitine first quarter of 2012 from the fourth gearof 2011, and was lower by 15 basis
points from the first quarter 2011’s margin. Higleash liquidity, and lower loan and investment siégyields have been partially offset by
improved loan quality and a larger investment siéesrportfolio, although one larger loan movingianaccrual impacted the first quarter of
2012. The Company has continued to benefit fronelorates paid for interest bearing liabilities. T@mpany has improved its acquisition,
retention and mix of deposits and this has restttéower funding costs and improved profitabilifyne average cost of interest bearing
liabilities was 0.68 percent for the first quamér2012, compared to 0.77 percent for the fourthrgar of 2011, and was 30 basis points lower
compared to the first quarter of 2011. Loans ahe@minvestments (an interest bearing deposit aféteral Reserve Bank) as a percentage of
average earning assets increased and securitiesaded during the first quarter of 2012, compaoeti¢ fourth quarter of 2011, with
securities sales transacted during the quartesrivest unrealized gains and reduced interest isian the portfolio to realized. The yield on
earning assets decreased by 17 basis points dhergst quarter of 2012, compared to the foudhanter of 2011, and was 39 basis points
lower than for the first quarter of 2011. Loan dexh&as been better during the first quarter of 201tAs expected to continue to be
challenging, and may impede improvement to thedydel earning assets. Prospectively, our focusheilbn continuing to improve our depc
mix and adding to our loan balances to offset paklower yields.

Noninterest income (excluding securities gains)laat $4.9 million for the first quarter of 2012 nepared to $4.2 million and $4.8 million f
the first and fourth quarters of 2011, respectivBprtgage banking revenues increased $228,000 amd[io the first quarter of 2011 with
improved stability in home prices, increased servalease premiums and improved transaction fleultieag in higher income. Revenue fr
wealth management services were $36,000 lowerdsuice charges on deposits were $19,000 higher wbmtpared to first quarter 2011 as
were improved results in debit card income, grelaye$180,000 for the first quarter of 2012. Sendbarges and fees derived from customer
relationships increased as a result of more aceamd households as a result of the retail degositth strategy. Marine finance fees were
$32,000 higher than in the first quarter of 201&n€umer activity and spending has improved, aftebteeconomic conditions getting better
and directly affecting many of the Company’s feedzhbusiness activities.

Noninterest expenses increased by $1.8 millionugefsurth quarter 20’s result and were $2.0 million higher when compaiethe first
quarter of 2011. The largest increases from thetticand first quarters of 2011 were primarily is@is dispositions expense and losses on
other real estate owned and repossessed assetssing by $1.0 million from each quarter, respetyi, on an aggregate basis. Overhead
related to salaries and wages, the largest compohererall
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overhead, was $246,000 lower compared to the faénter of 2011 and were $504,000 higher versssduarter 2011's result. While base
salaries increased $199,000 or 3.3 percent, arlpaydon of the rise in salaries and wages wastedlto commissions and incentives, up
$262,000 or 37.0 percent compared to first qua@dd, principally related to increased revenue.

Higher provisioning for loan losses for the firstagter of 2012 of $2.3 million, compared to $0.8liom for the first quarter of 2011.
Provision for loans losses for the first quarte012 was higher as a result of a specific allowansfc$2.1 million directly related to the single
larger loan moved to nonaccrual in the first qua2@&l2. The allowance for loan losses to loanstanting ratio at March 31, 2012 was 2.01
percent.

CRITICAL ACCOUNTING ESTIMATES

The preparation of consolidated financial statemeatuires management to make judgments in thécafiph of certain of its accounting
policies that involve significant estimates anduasgtions. Management, after consultation with teenfanys Audit Committee, believes t
most critical accounting estimates and assumptizaisinvolve the most difficult, subjective and quex assessments are:

» the allowance and the provision for loan los:
» the fair value and other than temporary impairnoérstecurities
» realization of deferred tax assets; i
« contingent liabilities
The following is a discussion of the critical acoting policies intended to facilitate a reader’slerstanding of the judgments, estimates and

assumptions underlying these accounting policiesth@ possible or likely events or uncertaintieswn to us that could have a material
effect on our reported financial information.

Allowance and Provision for Loan Losses

The information contained on pages 33-35 and 4feB2ed to the “Provision for Loan Losses”, “Loanrffolio”, “Allowance for Loan
Losses” and “Nonperforming Assets” is intended ésatibe the known trends, events and uncertaimtiésh could materially affect the
Company’s accounting estimates related to our @fme for loan losses.

Fair Value and Other than Temporary ImpairmentefuBities Classified as Available for Sale

At March 31, 2012, outstanding securities desighateavailable for sale totaled $574,615,000. &ivevalue of the available for sale
portfolio at March 31, 2012 was more than histdrasaortized cost, producing net unrealized gain$8985,000 that have been included in
other comprehensive income (loss) as a componesitayeholders’ equity (net of taxes). The Compaagemo change to the valuation
techniques used to determine the fair values afriés during 2012 and 2011. The fair value oftesecurity available for sale was obtained
from independent pricing sources utilized by manwgiricial institutions. The fair value of many
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state and municipal securities are not readilylalobé through market sources, so fair value esémate based on quoted market price or
prices of similar instruments. Generally, the Compabtains one price for each security. Howeveyalosalues can only be determined ir
arms-length transaction between a willing buyer selter that can, and often do, vary from thesentep values. Furthermore, significant
changes in recorded values due to changes in atdgberceived economic conditions can occur rappdbducing greater unrealized losses
or gains in the available for sale portfolio.

The credit quality of the Company’s securities lirogg are primarily investment grade. Any securiteged below investment grade are tested
for other than temporary impairment, or “OTTI”. A6March 31, 2012, the Company’s investment seiestiexcept for approximately $7.8
million of securities issued by states and thelitigal subdivisions, generally are traded in ligunarkets. U.S. Treasury and U.S. Governi
agency obligations totaled $498.6 million, or 8Tgeat of the total available for sale portfolio.eTlemainder of the portfolio primarily
consists of private label securities secured blataial originated in 2005 or prior with low loamvalues, and current FICO scores above
Generally these securities have credit supporteging 5%. The collateral underlying these mortgagestments are primarily 30- and 15-
year fixed rate, 5/1 and 10/1 adjustable rate nagedoans. Historically, the mortgage loans sereismgollateral for those investments h

had minimal foreclosures and losses.

Our investments are reviewed quarterly for othanttemporary impairment, by considering the follogvprimary factors: percent decline in
fair value, rating downgrades, subordination, damtamortized loan-to-value, and the ability of iesuers to pay all amounts due in
accordance with the contractual terms. Prices nbthfrom pricing services are usually not adjusBased on our internal review procedures
and the fair values provided by the pricing sersjecee believe that the fair values provided bygheing services are consistent with the
principles of ASC 820, Fair Value Measurement. He@veon occasion pricing provided by the pricingvi@s may not be consistent with
other observed prices in the market for similausiéies. Using observable market factors, includimgrest rate and yield curves, volatilities,
prepayment speeds, loss severities and defaudt, thee Company may at times validate the obserxiedsusing a discounted cash flow
model and using the observed prices for similausges to determine the fair value of its secesti

Changes in the fair values, as a result of detsliitg economic conditions and credit spread charslesild only be temporary. Further,
management believes that the Company'’s other sewfdejuidity, as well as the cash flow from pripal and interest payments from its
securities portfolio, reduces the risk that lossesld be realized as a result of a need to seilréi@zs to obtain liquidity.

The Company also held stock in the Federal Home [Renk of Atlanta (“FHLB”) totaling $5.6 million asf March 31, 2012, unchanged
from year-end 2011. The Company accounts for itsB-ktock based on the industry guidance in ASC #42ancial Services—Depository
and Lending, which requires the investment to lreerhat cost and evaluated for impairment basethenltimate recoverability of the par
value. We evaluated our holdings in FHLB stock aréh 31, 2012 and believe our holdings in the stvekultimately recoverable at par. We
do not have operational or liquidity needs that ldoequire redemption of the FHLB stock in the f®eable future and, therefore, have
determined that the stock is not other-than-temygranpaired.
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Realization of Deferred Tax Assets

At March 31, 2012, the Company had net deferrecitzmets (‘“DTA”) of $16.6 million. Although realizah is not assured, management
believes that realization of the DTA is more likéfyan not, based upon expectations as to futuebtexncome and tax planning strategies, as
defined by [ASC] 740 Income Taxes. In comparisaiMarch 31, 2011 the Company had net DTAs of $18ilBon.

As a result of the losses incurred in 2008, 2068, 2010 the Company was and is in a three-year lativel pretax loss position. The
Company has recorded deferred tax valuation alloesufor its DTAS, primarily net operating loss (“NQ carryforwards totaling
approximately $44.5 million at March 31, 2012. Sldahe economy show improvement and the Compaaosedit losses continue to mode
prospectively as the Company continues to genga@tble income, increased reliance on managemnésast of future taxable earnings
could result in realization of additional futurex faenefits from the net operating loss carryforwgaide believe our future taxable income will
ultimately allow for the recovery of the NOL, arftktrealization of its DTA.

Contingent Liabilities

The Company is subject to contingent liabilitiessluding judicial, regulatory and arbitration predings, and tax and other claims arising
from the conduct of our business activities. Thaseeedings include actions brought against the izmy and/or our subsidiaries with
respect to transactions in which the Company araliosubsidiaries acted as a lender, a financidbad a broker or acted in a related
activity. Accruals are established for legal arlteotclaims when it becomes probable that the Cognpélhincur an expense and the amount
can be reasonably estimated. Company managemegethés with attorneys, consultants and other psidesls, assesses the probability and
estimated amounts involved in a contingency. Thhoug the life of a contingency, the Company or advisors may learn of additional
information that can affect our assessments abwbigbility or about the estimates of amounts inedlv\Changes in these assessments can
lead to changes in recorded reserves. In additienactual costs of resolving these claims mayubstantially higher or lower than the
amounts reserved for the claims. At March 31, 2@ 2011, the Company had no significant accrualsdntingent liabilities and had no
known pending matters that could potentially bexgigant.

RESULTS OF OPERATIONS
NET INTEREST INCOME

Net interest income (on a fultaxable equivalent basis) for the first quarte2@12 totaled $16,689,000, decreasing from 29 fdarth quarte
by $331,000 or 1.9 percent, but higher than fitgtreer 2011’s result by $171,000 or 1.0 perceng Mlovement of a large loan to nonaccrual,
lower asset yields and the partial restructurinthefinvestment portfolio to achieve a lower ing¢mate and pricing risks reduced first quarter
2012’s net interest income. The following tableadlstnet interest income and margin results (caxaeguivalent basis) for the past five
quarters:

Net Interes Net Interes
Income Margin
(tax (tax

(Dollars in thousands equivalent equivalent
First quarter 2011 $16,51¢ 3.48%
Second quarter 201 16,59¢ 3.3¢€
Third quarter 201 16,92¢ 3.44
Fourth quarter 201 17,02( 3.4z
First quarter 201 16,68¢ 3.3¢
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Fully taxable equivalent net interest income immmon term and measure used in the banking indbstris not a term used under generally
accepted accounting principles (“GAAP”). We beli¢kiat these presentations of tax-equivalent netaést income and tax equivalent net
interest margin aid in the comparability of netirest income arising from both taxable anddagmpt sources over the periods presentec
further believe these non-GAAP measures enhanestors’ understanding of the Company’s businesgarfdrmance, and facilitate an
understanding of performance trends and comparisthshe performance of other financial institutso The limitations associated with
these measures are the risk that persons miglgrdisas to the appropriateness of items compribege measures and that different
companies might calculate these measures diffgréntluding as a result of using different assurteedrates. These disclosures should not
be considered an alternative to GAAP. The followimgrmation is provided to reconcile GAAP measuaad tax equivalent net interest
income and net interest margin on a tax equivdlasis.

First Fourth Third Second First
Quarter Quarter Quarter Quarter Quarter
2012 2011 2011 2011 2011
(Dollars in thousands
Non-taxable interest incorr $ 92 $ 87 $ 10¢ $ 10¢ $ 1a¢
Tax Rate 35% 35% 35% 35% 35%
Net interest income (TE $16,68¢ $17,02( $16,92¢ $16,59¢ $16,51¢
Total net interest income (not T 16,64: 16,97 16,86¢ 16,541 16,45¢
Net interest margin (TE 3.3% 3.42% 3.44% 3.3€6% 3.4&%
Net interest margin (not TE 3.32 3.41 3.4: 3.3t 3.47

The earning asset mix changed year over year inmgaget interest income. For the first quarter @12, average loans (the highest yielding
component of earning assets) as a percentage i@ge/earning assets totaled 60.2 percent, compa@t2 percent a year ago. Average
securities as a percentage of average earningsassetased from 24.5 percent a year ago to 30c®peduring the first quarter of 2012 and
interest bearing deposits and other investmentsdsed to 8.9 percent in 2012 from 11.3 perceB0irl. In addition to average total loans
decreasing as a percentage of earning assetsjiid loans changed, with volumes related to conuiaéreal estate representing 43.5
percent of total loans at March 31, 2012 (compé#oetb.9 percent at March 31, 2011). This decreeffects our reduced exposure to
commercial construction and land development laamsesidential and commercial properties, whicHided by $2.3 million and $23.2
million, respectively, from March 31, 2011 to Margh, 2012. Lower yielding residential loan balanaét individuals (including home
equity loans and lines, and personal constructbang) represented 47.9 percent of total loans atiMzl, 2012 (versus 44.8 percent at
March 31, 2011) (see “Loan Portfolio”).
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The yield on loans decreased 42 basis points tbgkegcent over the last twelve months with nonaadnans totaling $41.7 million or 3.4
percent of total loans at March 31, 2012 (versu&3illion or 5.4 percent of total loans at MaRh 2011) and has more recently aided in
improving the yield on the loan portfolio. The yWedn investment securities was lower, decreasingadts points year over year to 2.81
percent for the first quarter of 2012, due primatil purchases of securities at lower yields abéélan current markets, which diluted the
overall portfolio yield year over year. Interestibiag deposits and other investments yielded 0et®gnt for first quarter 2012, compared to a
yield of 0.44 percent for the first quarter of 20Although we are seeing heightened competitionragienders in the Compa’s markets fo
quality borrowers, particularly in the form of grig pressure, we remain focused on offsetting pgigressures with deposit product offeri
and other fee opportunities from the entire retattop.

Average earning assets for the first quarter oR20treased $90.4 million or 4.7 percent compaoe2ltL1’s first quarter average balance.
Average loan balances for 2012 decreased $22.|bmdt 1.8 percent to $2,016.0 million, while avgganvestment securities increased
$150.5 million or 31.9 percent to $622.9 milliordaawverage interest bearing deposits and othertimezes decreased $37.6 million or 17.3
percent to $179.3 million.

Due to tepid loan demand and a declining duratfceaoning assets, the investment portfolio wasdased in order to generate additional
interest income.

Commercial and commercial real estate loan prodadbr the first quarter of 2012 totaled approxiehat$13.5 million, compared to
production for all of 2011 and 2010 of $63 milliand $10 million, respectively. Improvements in coencmal production resulted from a
focused program to target small business segmesdsrhpacted by the lingering effects of the réoes§Vhile commercial production has
improved, period-end total loans outstanding haadided by $9.0 million or 0.7 percent since Ma8dh 2011. In comparison, the decline in
loans was more severe a year ago, decreasing Fy%tdllion or 10.8 percent at March 31, 2011 yeaer year. Our strategy has been to
focus on hiring commercial lenders for the largetmopolitan markets in which the Company compgigacipally Orlando and Palm Beach.
At March 31, 2012 the Company’s total commercial aammercial real estate loan pipeline was $98anillversus $36 million at
December 31, 2011 and $71 million at March 31, 2011

The Company has expanded its residential mortgagedriginations and continues to seek to expaadisido small businesses in 2012.
However, as consumers and businesses seek to risirckorrowings, and the economy remains weagodpnities to lend is market share
driven.

Closed residential mortgage loan production forfitst quarter of 2012 totaled $48 million, of whi§20 million was sold servicing-released.
In comparison, closed residential mortgage loamlypecton for the first quarter of 2011 totaled $3®iom, of which $13 million was sold
servicing-released. Applications for residentialrtgages totaled $85 million during the first qua€2012, compared to $80 million during
the first quarter in 2011 and $70 million in fougharter 2011. Existing home sales and home maettsm refinancing activity in the
Company’s markets have increased, but demand fehoene construction is expected to remain softrdp#012. Our expectation is that it
will likely take a couple more years for the resitlal market in Florida to completely return to n.
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The cost of average interest-bearing liabilitiethia first quarter of 2012 decreased 9 basis ptin®s68 percent from fourth quarter 2011 and
was 30 basis points lower than for the first quanfe2011, reflecting the lower interest rate easment and improved deposit mix. The
following table details the cost of average inteke=aring liabilities for the past five quarters:

1st 4th 3rd 2nd 1st
Quarte Quarte Quarte Quarte Quarte
2012 2011 2011 2011 2011
Rate 0.68% 0.71% 0.87% 0.95% 0.9&%

During 2012, the Company’s retail core deposit fohas continued to produce strong growth in copmsié customer relationships when
compared to prior year results. The improved deéposi and lower rates paid on interest bearing d#paluring the first quarter of 2012 (and
last several quarters) reduced the overall cogitaf deposits to 0.46 percent for the first quanfe2012, 26 basis points lower than the same
quarter a year ago. A significant component favigraffecting the Company’s net interest margin, dverage balances of lower cost interest
bearing deposits (NOW, savings and money marktg)etd 67.0 percent of total average interest bgataposits for the first quarter of 2012,
an improvement compared to the average of 60.3percyear ago. The average rate for lower costdaat bearing deposits for 2012 was
0.20 percent, down by 10 basis points from 201its$ fluarter rate. Certificate of deposit (“*CD"}ea paid were also lower for the first
quarter of 2012, averaging 1.36 percent, a 42 Ipmsig decrease compared to the first quarter agga. Average CDs (the highest cost
component of interest bearing deposits) were 38t0gnt of interest bearing deposits for the fitgirnter of 2012, compared to 39.7 percen
2011 with ending balances down to 25% for CDs adarfch 31, 2012.

Average deposits totaled $1,699.4 million during finst quarter of 2012, and were $42.8 millionHegcompared to first quarter 2011, even
with a planned reduction of single service timea#pcustomers occurring. Average aggregate amdantdOW, savings and money market
balances increased $90.6 million or 11.2 percef9.5 million for 2012 compared to the first geaof 2011, average noninterest bearing
deposits increased $43.1 million or 13.8 perced3®5.4 million for 2012 compared to 2011, and agerCDs decreased by $90.9 million or
17.0 percent to $443.5 million over the same pehBih the low interest rate environment and loWeEr rate offerings available, customers
have been more complacent and are leaving mores flurldwer cost average balances in savings aret tittuid deposit products that pay no
interest or a lower interest rate.

Average short-term borrowings have been principatijnprised of sweep repurchase agreements withroess of Seacoast National, which
increased $54.1 million to $147.4 million or 58€rqent for the first quarter in 2012 as compare2i0bl for the same period. With balances
typically peaking during the fourth and first queagt each year, public fund clients with larger beés have the most significant influence on
average sweep repurchase agreement balances dirtgtdaring the year. Other borrowings are compgrisiesubordinated debt of $53.6
million related to trust preferred securities igbig trusts organized by the Company, and advaneesthe FHLB of $50.0 million. No
changes have occurred to other borrowings sincegre 2009.
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PROVISION FOR LOAN LOSSES

Management determines the provision for loan loshasged to operations by continually analyzing mrwhitoring delinquencies,
nonperforming loans and the level of outstandinighxzes for each loan category, as well as the atrafuret charge-offs, and by estimating
losses inherent in its portfolio. While the Comparpolicies and procedures used to estimate theigpom for loan losses charged to
operations are considered adequate by manageraetatsf beyond the control of the Company, sucteasigl economic conditions, both
locally and nationally, make managemsrjtidgment as to the adequacy of the provisionadiodiance for loan losses necessarily approxi
and imprecise (see “Nonperforming Assets” and “Abmce for Loan Losses”).

The provision for loan losses is the result of tailked analysis estimating an appropriate and aatecgilowance for loan losses. The analysis
includes the evaluation of impaired loans as pileedrunder FASB Accounting Standards Codificati?xSC”) 310, Receivables as well as,
an analysis of homogeneous loan pools not indiVigeaaluated as prescribed under ASC 450, Contioigs. For the first quarter of 2012
we recorded a higher provision for loan losses208 $nillion, which compared to provisioning in tfiest, second, third and fourth quarters of
2011 of $0.6 million, $0.9 million, $0.0 million dr$0.4 million, respectively. Net charge-offs fheffirst three months of 2012 totaled $3.4
million, were nearly unchanged compared to theflast quarters. Net charge-offs represented 1.18epé of average total loans for the first
quarter of 2012, versus 1.16 percent of average ltmins for all of 2011. Delinquency trends remnlaim and show continued stability (see
“Nonperforming Assets”).

Note E to the financial statements (tit“Impaired Loans and Valuation Allowance for Loansises”)provides certain information concerni
the Company’s allowance and provisioning for loassks.

Total commercial real estate (“CRE") loan concetitres declined 8.0 percent from $574.8 million argh 31, 2011 to $528.6 million at
March 31, 2012. Under regulatory guidelines for ocmgrcial real estate concentrations, Seacoast Ndisaiotal commercial real estate loans
(as defined in the guidance) represented 176 peofeotal risk based capital at March 31, 201 stantively under the 300 percent limit
designated by regulators.

The Company’s residential construction and lancetiment loan concentrations have been reducetit® $nillion or 0.9 percent of total
loans at March 31, 2012 (see “Loan Portfolio”).

The Company’s other loan portfolios related todestial real estate are amortizing 1-4 family magtg loans. The Company has never
offered subprime, Alt A, Option ARM or any negative amortizingsidential loans, programs or products, althdtighs originated and holt
residential mortgage loans from borrowers with imagjor current FICO credit scores that are cutydess than “prime” FICO credit scores.
Substantially all residential originations have ieaderwritten to conventional loan agency stamgldrgtiuding loans having balances that
exceed agency value limitations.
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The Company selectively adds residential mortgaged to its portfolio, primarily loans with adjulska rates. Home equity loans (amortizing
loans for home improvements with maturities of @5 years) totaled $59.5 million and home equiitgd totaled $53.0 million at March 31,
2012, compared to $67.7 million and $57.4 millietMerch 31, 2011. Each borrower’s credit was fadbcumented as part of the Company’s
underwriting of home equity lines. The Company mgremoted home equity lines greater than 80 permkevalue or used credit scoring
solely as the underwriting criteria. Therefore fhistfolio of loans, primarily to customers withher relationships to Seacoast National, has
performed better than portfolios of our peers. tNetrge-offs for the three months ended March 31226taled $12,000 for home equity
lines, compared to $683,000 for all of 2011, anché@quity lines past due 90 days or more and nonaldines (aggregated) were
$2,082,000 and $1,450,000 at March 31, 2012 and,2@%pectively.

NONINTEREST INCOME

Noninterest income, excluding gains or losses fseqgurities, totaled $4,937,000 for the first quanfe2012, $728,000 or 17.3 percent hig
than for 2011’s first quarter and $54,000 or 1.fcpet higher than the fourth quarter 2011. Nonggemcome accounted for 22.9 percent of
total revenue (net interest income plus nonintaérestme, excluding securities gains or losses)ib22 compared to 20.4 percent a year ago.

Noninterest income for the first quarter of 20112 she fourth and first quarters of 2011, is dethis follows

1st Qtr 4th Qtr 1st Qtr
2012 2011 2011
(Dollars in thousands
Service charges on depos $1,461 $1,59¢ $1,44:
Trust income 573 53C 52:Z
Mortgage banking fee 623 68C 39t
Brokerage commissions and fe 234 25¢ 32C
Marine finance fee 33C 338 29¢
Debit card incom: 1,071 958 891
Other depos-based EFT fee 99 78 90
Other income 54€ 452 25C
Total $4,931 $4,88: $4,20¢

For the first quarter of 2012, revenues from thenany’s wealth management services businesses trdsrokerage) decreased year over
year, by $36,000 or 4.3 percent, but were higham the fourth quarter of 2011 by $19,000 or 2.£@et. Included in the $36,000 decre:
trust revenue was higher by $50,000 or 9.6 perasdtbrokerage commissions and fees were lower 6088 or 26.9 percent. Economic
uncertainty is the primary issue affecting clieotshe Company’s wealth management services.

Service charges on deposits for the first quaft@0@2 were $19,000 or 1.3 percent higher year gear versus 2014first quarter result, b
were $138,000 or 8.6 percent lower when compardauidh quarter 2011. Overdraft fees declined $30,0r 2.7 percent year over year and
represented approximately 73 percent of total sergharges on deposits for the first quarter
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of 2012, slightly lower than the average of 76 patdor all of 2011 and the first quarter of 20The regulators continue to review the
banking industries practices around overdraft paogr and additional regulation could further redigeeincome for the Company’s overdraft
services.

For the first quarter of 2012, fees from the nocerese sale of marine loans totaled $330,000, amcofase $32,000 or 10.7 percent
compared to first quarter 2011, and compared tatiaguarter 2011 were nominally lower, by $3,00@d®ction levels have been
significantly lower since the end of 2008 and afective of the general economic downturn. Lowgeredance at boat shows by consumers,
manufacturers, and marine retailers over the pagtle years has resulted in lower marine saledaardvolumes. The Seacoast Marine
Division is headquartered in Ft. Lauderdale, Flarndth lending professionals in Florida, Californ¥@ashington and Oregon.

Greater usage of check or debit cards over thesgastral years by core deposit customers and agaised cardholder base has increased our
interchange income. For first quarter 2012, intarge income increased $180,000 or 20.2 percentfirestquarter 2011, and was $118,000
or 12.4 percent higher than fourth quarter 201he®tleposit-based electronic funds transfer (“ERiA¢pme increased by $9,000 or 10.0
percent from first quarter 2011 and compared totfoquarter 2011, was $21,000 or 26.9 percent highe

The Company originates residential mortgage loarits imarkets, with loans processed by commissi@meployees of Seacoast National.
Many of these mortgage loans are referred by thagamy’s branch personnel. Mortgage banking fedisarfirst quarter of 2012 increased
$228,000 or 57.7 percent from 2011’s first quaresiult, but were $57,000 or 8.4 percent lower caegbéo the fourth quarter of 2011.
Mortgage revenues are dependent upon favorablestteates, as well as good overall economic cimmdif including the volume of home
sales. Residential real estate sales and activibyii markets improved over the past year, withsaations increasing, prices firming and
affordability improving. As a result, the Compargperienced more mortgage loan origination oppotiesin markets it serves during the
past year and this is expected to continue dur@i®2The Company was the number one originatoboféhpurchase mortgages in Martin,
Lucie and Indian River counties during 2011. Thenpany has only had to repurchase five sold mort¢ayes ever and believes that its
processes and controls make it unlikely that it halve any material exposure in the future.

Other income for first quarter 2012 increased $29@8.0r 118.4 percent compared to the first quartggar ago, and from fourth quarter 2011
was $94,000 or 20.8 percent higher. Included inntheease for 2012 compared to first quarter 20&ls income from an investment in a
partnership supporting Community Reinvestment Atilvéies, in which Seacoast National owns appradiely a 1 percent interest, which
was $106,000 higher than a year ago. Also, merdhaame was $115,000 higher, reflecting better nwa and an additional incentive
payment of $50,000 for surpassing sales thresloésthe last twelve months.

NONINTEREST EXPENSE:!

The Company’s overhead ratio was in the low to &fits in years prior to the recession. Lower earsiagd cyclical credit costs in 2011,
2010, and 2009 resulted in this ratio increasin@td. percent, 104.6 percent, and 86.7 percemgectigely. For the first quarter of 2012, the
overhead
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ratio was 99.5 percent. When compared to firsttgu@011, total noninterest expenses for first ge#012 increased by $2,043,000 or 10.4
percent to $21,710,000, and when compared to fawrénter 2011, expenses were higher by $1,750,08@gercent. The primary cause for
the increase in 2012 over 2011 was higher net $088éDREO and repossessed assets and asset thspossts (aggregated), by $951,000
versus first quarter a year ago and $957,000 véneufourth quarter 2011.

Salaries, wages and benefits combined totaled $906, higher by $914,000 or 11.2 percent thars#ime quarter in 2011. Salaries and
wages for the first quarter of 2012 increased $8W3lpr 7.7 percent to $7,055,000 when compareldet@tior year’s first quarter, and
employee benefit costs were $410,000 or 25.6 petdgher, totaling $2,010,000. Salary and wage®w46,000 lower compared to the
fourth quarter of 2011. Commission and incentivenpants on revenues generated from lending produetere causes for the increase for
2012, compared to first quarter 2011. Base salandshenefits for the first quarter 2012 were higlear over year compared to first quarter
2011 as a result of additional commercial relatijmsnanagers, which has resulted in increasedpgagiine.

The Company recognized higher costs during thedinarter of 2012 for its self-funded health cdenpgompared to first quarter 2011, with
an increase of $254,000 in expenditures. The sfdforida continues to increase unemployment caragon rates to replenish funding
pools for disbursements. The Company has met watbeilf-funded plan provider and discussed possilppacts of U.S. Health Care Reform
and determined that no immediate or material fifsrstatement impacts are apparent.

Outsourced data processing costs totaled $1,7210d@0e first quarter of 2012, an increase of $000 or 13.1 percent from first quarter a
year ago, and in comparison to fourth quarter 2@hlincrease of $44,000 or 2.6 percent. Seacodgtrshutilizes third parties for its co

data processing systems. Outsourced data processtgyare directly related to the number of tretisas processed. Core data processing,
interchange processing costs and other electranidsftransfer related costs were $174,000, $17406%22,000 higher for first quarter 20
versus a year ago for the first quarter. Partiaffgetting this increase, software licensing andntesmance contracts (aggregated) were $1«
lower for 2012. Outsourced data processing costdeaexpected to increase as the Company’s busingsres grow and new products such
as bill pay, internet banking, etc. become moreufap

For the first quarter of 2012, marketing expenseduding sales promotion costs, ad agency prodnand printing costs, newspaper and
radio advertising, and other public relations castsociated with the Company’s efforts to marketipcts and services, increased by
$174,000 or 23.1 percent to $926,000 when compar#te first quarter of 2011, but were $21,000 @r&rcent lower compared to fourth
quarter 2011. Marketing expenses for 2012 andfalDal reflect a focused campaign in our marketgeting the customers of competing
financial institutions and promoting our brand. Needosts (newspaper, television and radio adveg)sisales promotions, direct mail
activities and donations (and sponsorships) haea bemped up the most during 2012 versus a year ago

Legal and professional fees decreased by $19,000 grercent to $1,776,000 for the first quarte2@f2, compared to a year ago, and were
$477,000 or 36.7 percent higher compared to theHauarter of 2011. Legal fees were $16,000 hidgdbethe first quarter of 2012 year over
year, anc
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were $328,000 higher compared to the fourth quaft@011. Included in legal fees for the first geaof 2012 were fees of approximately
$235,000 for the U.S. Treasury auction of our SefiéPreferred Stock. The remainder is primarily thueosts related to problem assets.

The FDIC assessment for the first quarter of 2@t&e¢d $706,000, compared to first quarter 2014&easment of $959,000. As of April 1,
2011, the FDIC's calculation of assessments chang#éiding total assets less Tier 1 risk-basedtehps a base for calculation, versus
average total deposits. Applicable premium rate® leeen adjusted for the change in the base, wébific adjusting risk factors deemed
important by the FDIC utilized in the determinatioinapplicable premium rates. Assessments unddeEH€’s new methodology are lower
compared to a year ago.

Net losses on other real estate owned (OREOQ) grubsessed assets, and asset disposition expesgemtesl with the management
OREO and repossessed assets (aggregated) totadddb DO for the first quarter of 2012, compare#1b35,000, $1,583,000, $1,385,000
and $1,529,000 for the first, second, third andtfoquarters of 2011, respectively. These costsaraidd during 2011. Of the $2,486,000
total for 2012, asset disposition costs summedba7H00 and net losses on OREO and repossessésitasaied $1,959,000. For 2012, the
Company expects these costs to remain comparaB@ltds expenditures.

Other noninterest expenses increased $201,00@ gegcent to $2,364,000 for the first quarter af2@hen comparing the same period in
2011 to a year ago, and were lower compared téotméh quarter of 2011 by $112,000 or 4.5 percktdre significant increases year over

year from first quarter 2011 were stationery angpdies costs (up $70,000), miscellaneous lendieg {ep $46,000) and check printing cc

(up $31,000, due to higher transaction accountraek).

CAPITAL RESOURCES

The Company’s equity capital at March 31, 2012léuat&170.9 million and the ratio of shareholderguity to period end total assets was -

percent, compared with 7.97 percent at March 31128nd 7.96 percent at December 31, 2011. Se&azmtagement uses certain “non-

GAAP” financial measures in its analysis of the @amy’s capital adequacy. Seacosstianagement uses this measure to assess thg qt

capital and believes that investors may find itfuis@ their analysis of the Company. This capiteasure is not necessarily comparable to
similar capital measures that may be presentedh®r companies.

The Company’s capital position remains strong, mgethe general definition of “well capitalized” it a total risk-based capital ratio of
18.62 percent at March 31, 2012, higher than M&dc2011’s ratio of 18.21 percent and slightly lowean 18.77 percent at December 31,
2011.

The Company and Seacoast National are subjectrimugageneral regulatory policies and requiremesitgting to the payment of dividends,
including requirements to maintain adequate capltalve regulatory minimums. The appropriate fedeaak regulatory authority may
prohibit the payment of dividends where it has deired that the payment of dividends would be asafmor unsound practice. The
Company is a legal entity separate and distinehf8eacoast National and its other subsidiariestte€ompany’s primary source of cash
and liquidity, other than securities offerings dmrowings, is dividends from its bank subsidid?yior OCC approval presently is required
for any payments of dividends from Seacoast Natitmtnhe Company.
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The OCC and the Federal Reserve have policiegtitaiurage banks and bank holding companies toipaledds from current earnings, a
have the general authority to limit the dividendgdgby national banks and bank holding companespectively, if such payment may be
deemed to constitute an unsafe or unsound pratfide the particular circumstances, either ofstadederal regulators determined that the
payment of dividends would constitute an unsafer@ound banking practice, either the OCC or theefeddReserve may, among other thit
issue a cease and desist order prohibiting the ealof dividends by Seacoast National or us, rasmdyg. Under a recently adopted Federal
Reserve policy, the board of directors of a barlkihg company must consider different factors tewer that its dividend level is prudent
relative to the organization’s financial positiomdais not based on overly optimistic earnings sdeaauch as any potential events that may
occur before the payment date that could affechibty to pay, while still maintaining a strongéncial position. As a general matter, the
Federal Reserve has indicated that the board eétdirs of a bank holding company, such as Seacdast|d consult with the Federal Rese
and eliminate, defer, or significantly reduce tlamlbholding company’s dividends if: (i) its net @ame available to shareholders for the past
four quarters, net of dividends previously paididgithat period, is not sufficient to fully fundeltdividends; (ii) its prospective rate of
earnings retention is not consistent with its apieeds and overall current and prospective filmhondition; or (iii) it will not meet, or is i
danger of not meeting, its minimum regulatory calpiidequacy ratios.

Since May 19, 2009, based on discussions with gueifal Reserve and a review of recently adoptedriakBeserve policies related to
dividends and other distributions, cash dividend®or outstanding common stock have been suspdadédontinue to be suspended at this
time). The Company has paid and is current oniglilednds and interest payments on its Series AdPred Stock and trust preferred
securities. The Company is required to continueotasult with the Federal Reserve and will seek @ypdreach quarter before making
payments.

At March 31, 2012, the capital ratios for the Compand its subsidiary, Seacoast National, wer@lkms:

Seacoas
Seacoast Minimum to be
(Consolidated National Well Capitalized*
March 31, 2012
Tier 1 capital ratic 17.36% 16.55% 6%
Total risk-based capital rati 18.62% 17.81% 10%
Tier 1 leverage rati 10.0(% 9.5:% 5%

* For subsidiary bank onl

FINANCIAL CONDITION
Total assets increased $87,754,000 or 4.2 percantMarch 31, 2011 to $2,169,073,000 at March 8122

38



Table of Contents

LOAN PORTFOLIO

Total loans (net of unearned income) were $1,2I6(R® at March 31, 2012, $8,991,000 or 0.7 peresstthan at March 31, 2011, and
$8,318,000 or 0.7 percent more than at Decembe2@1,. The following table details loan portfolionsposition at March 31,

2012, December 31, 2011 and March 31, 2011:

(In thousands
Construction & land development

Commercial real esta
Residential real esta
Commercial and financic
Consume

Other loans

Total

March 31, December 31 March 31,

2012 2011 2011

$ 54,01¢ $ 49,18 $ 75,71¢

506,56( 508,35: 527,22(

550,26 546,24t 520,25

54,56! 53,10¢ 51,52(

50,78¢ 50,61: 50,36¢

201 57¢ 30¢€

$1,216,39. $1,208,07- $1,225,38.

Construction and land development loans, includidags secured by commercial real estate, were deatpof the following types of loans

March 31, 2012 and 2011:

March 31

(In_millions)
Construction and land developmel

Residential
Condominiums
Town homes
Single Family Residenc
Single Family Land & Lot:
Multifamily

Commercial;
Office buildings
Retail trade
Land
Industrial
Healthcare
Churches & educational Faciliti
Lodging
Convenience Store
Marina
Other

Individuals:
Lot loans
Constructior

Total

2012 2011

Funde( Unfundec Total Funde( Unfunde( Total
$— $ — $ $0E $ — $ 0.
6.C — 6.0 6.€ — 6.€
4.9 — 4.9 6.1 — 6.1
10.€ — 10.€ 13.2 — 13.2
0.3 0.1 0.4 — 04 04
9.2 — 9.2 33.¢ 0.1 34.C
0.3 — 0.3 — — —
14 — 14 0.t — 0.t
11.2 0.1 11.5 34.4 0.t 34.¢
22.1 0.1 22.2 47.€ 0.5 48.1
18.4 — 18.4 20.¢ — 20.¢
13.5 16.4 29.¢ 7.3 6.7 14.C
31.€ 16.4 48.3 28.1 6.7 34.¢

$54.C $ 16 $70.t 757 $ 7.2 $82.¢

* Reassessment of collateral assigned to a partidokam over time may result in amounts being reassigto a more appropriate loan ty
representing the loé's intended purpose, and for comparison purposes period amounts have been restated to reflectttznge
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Commercial real estate mortgages were lower by732(lion or 3.9 percent to $506.5 million at Mar8h, 2012, compared to March 31,
2011 as a result of the sale of a $24 million commatland loan in 2011.

Commercial real estate mortgage loans, excludimgtcoction and development loans, were compris@deofollowing loan types at
March 31, 2012 and 2011:

March 31 2012 2011
(In millions) Fundec Unfundec Total Funded Unfundec Total
Office buildings $118( $ 1.2 $119.2 $121.: $ 1.1 %122/
Retail trade 139.2 — 139.: 150.¢ — 150.¢
Industrial 70.C 0.1 70.1 76.Z 0.1 76.4
Healthcare 40.2 1.€ 41.¢ 26.¢€ 0.€ 27.2
Churches and educational faciliti 27.C — 27.C 28.¢€ — 28.¢€
Recreatior 3.1 — 3.1 2.8 — 2.8
Multifamily 8.8 — 8.8 14.2 — 14.2
Mobile home park: 2.1 — 2.1 2.5 — 2.5
Lodging 19.4 — 19.4 21.7 — 21.7
Restauran 4.€ — 4.6 4.2 — 4.2
Agriculture 7.€ 1.3 8.9 9.2 1.3 10.5
Convenience Store 15.5 — 15.5 20.1 — 20.1
Marina 21.€ — 21.€ 21.7 — 21.7
Other 29.Z 0.2 29.t 27.2 0.2 27.€
Total $506.f $ 44 $510¢ $527.: $ 3.2 $530.F

Fixed rate and adjustable rate loans secured bynewnial real estate, excluding construction losotsled approximately $324 million and
$182 million, respectively, at March 31, 2012, cargal to $332 million and $195 million, respectivedyyear ago.

Residential mortgage lending is an important segrothe Company'’s lending activities. Substanyiall residential originations have been
underwritten to conventional loan agency standand$iding loans having balances that exceed agealtye limitations. The Company
selectively adds residential mortgage loans tpatsfolio, primarily loans with adjustable rateieTCompany’s asset mitigation staff handle
all foreclosure actions together with outside legainsel and have never had foreclosure documentatiprocesses questioned by any party
involved in the transaction.

Exposure to market interest rate volatility witlspect to long-term fixed rate mortgage loans hetdrfvestment is managed by attempting to
match maturities and re-pricing opportunities amough loan sales of most fixed rate product. Rerfirst quarter of 2012, closed residential
mortgage loan production totaled $48 million, ofietkh$20 million of fixed rate loans were sold semg released while adjustable products

were added to the portfolio.
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At March 31, 2012, approximately $342 million or g@rcent of the Company’s residential mortgagerizada were adjustable, compared to
$309 million or 59 percent at March 31, 2011. Losesured by residential properties having fixedgdttaled approximately $96 million at
March 31, 2012, of which 15- and 30-year mortgagesed approximately $26 million and $70 millioespectively. The remaining fixed
rate balances were comprised of home improvemanslanost with maturities of 10 years or less.dmparison, loans secured by resider
properties having fixed rates totaled approximasdly million at March 31, 2011, with 15- and 304y&=ed rate residential mortgages
totaling approximately $25 million and $62 milliorespectively. The Company also has a small horaiyeline portfolio totaling
approximately $53 million at March 31, 2012, sligHower than the $57 million that was outstandaidvarch 31, 2011.

Perhaps reflecting the impact on lending of an enonbeginning to heal, commercial loans increasd illion or 5.9 percent year over
year and totaled $54.6 million at March 31, 20kdnpared to $51.5 million a year ago. Commerciallileg activities are directed principa
towards businesses whose demand for funds arewtiteiCompany’s lending limits, such as small- ediom-sized professional firms, retail
and wholesale outlets, and light industrial and afiacturing concerns. Such businesses are smallesdsject to the risks of lending to small
to medium sized businesses, including, but notdichto, the effects of a downturn in the local exay, possible business failure, and
insufficient cash flows.

The Company also provides consumer loans (incluiisigliment loans, loans for automobiles, boats, @her personal, family and
household purposes, and indirect loans throughede#d finance automobiles) which increased $0ldomior 0.8 percent year over year and
totaled $50.8 million (versus $50.4 million a yeago). In addition, real estate construction loansdividuals secured by residential
properties totaled $13.5 million (versus $7.3 raillia year ago), and residential lot loans to irthligls which totaled $18.4 million (versus
$20.8 million a year ago).

At March 31, 2012, the Company had commitmentsa@erioans of $122 million, compared to $97 millatrMarch 31, 2011.

Loan Concentrations

Over the past five years, the Company has beemimgran aggressive program to reduce exposureatotigpes that have been most impa
by stressed market conditions in order to achiewet levels of credit loss volatility. The programeluded aggressive collection efforts, loan
sales and early stage loss mitigation strategiassied on the Company’s largest loans. Succességlginn of this program has significantly
reduced our exposure to larger balance loan rafstips (including multiple loans to a single boreswr borrower group). Commercial loan
relationships greater than $10 million were reduag&487.8 million to $109.7 million at March 31022 compared with year-end 2007.

Commercial Relationships Greater than $10 Milliatollars in thousand}

March 31, Dec. 31, Dec. 31, Dec. 31, Dec. 31, Dec. 31,
2012 2011 2010 2009 2008 2007
Performing $ 84,565 $ 84,61( $112,46¢ $145,79° $374,24. $592,40¢
Performing TDR* 10,717 25,49¢ 28,28¢ 31,15: — —
Nonaccrua 14,44¢ — 20,91 28,52¢ 14,87 5,152
Total $109,73( $110,10: $161,66¢ $205,47: $389,11: $597,56(
Top 10 Customer Loan Relationsh $128,17: $128,73¢ $151,50{ $173,16: $228,80( $266,70:

* TDR = Troubled debt restructur
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Commercial loan relationships greater than $10ionilas a percent of tier 1 capital and the allovedioc loan losses totaled 46.4 percent at
March 31, 2012, compared with 45.8 percent at gear2011, 66.5 percent at year-end 2010, 85.9 peatgear-end 2009, 162.1 percent at
the end of 2008 and 258.1 percent at the end of.200

Concentrations in total construction and developneans and total commercial real estate (CRE)ddwave also been substantially reduced.
As shown in the table below, under regulatory guiafor construction and land development and comialegeal estate loan concentrations
as a percentage of total risk based capital, Seabtaional’s loan portfolio in these categories dafined in the guidance) have improved.

March 31 Dec. 31 Dec. 31 Dec. 31 Dec. 31 Dec. 31
2012 2011 2010 2009 2008 2007
Construction & Land Development Loans to Total Réssed
Capital 25% 22% 39% 81% 20€% 265%
CRE Loans to Total Risk Based Cap 17€% 174% 21&% 274% 38%% 39(%

ALLOWANCE FOR LOAN LOSSES

Management continuously monitors the quality ofltdan portfolio and maintains an allowance for lé@sses it believes sufficient to absorb
probable losses inherent in the loan portfolio. &ewance for loan losses declined to a total2:#,455,000 or 2.01 percent of total loans at
March 31, 2012. This amount represents $9,898 &0than at March 31, 2011 and $1,110,000 lessathaacember 31, 2011. The
allowance for loan losses framework has two basiments: specific allowances for loans individuaisaluated for impairment, and a
formula-based component for pools of homogenecasslavithin the portfolio that have similar risk cheteristics, which are not individually
evaluated. The reduced concentrations, level opadarming loans and lower net charge-offs all dboted to a lower risk of loss and the
lower allowance for loan losses as of March 31,201

As of March 31, 2012, the specific allowance ralateimpaired loans individually evaluated totas12 million, compared to $11.9 million
as of March 31, 2011.

Our charge-off policy meets or exceeds regulatanimmums. Losses on unsecured consumer loans asgrized at 90 days past due
compared to the regulatory loss criteria of 120sd&ecured consumer loans, including residenti#lastate, are typically charged-off or
charged down between 120 and 180 days past duendieg on the collateral type, in compliance widd€ral Financial Institution
Examination Council guidelines. Commercial loand ezal estate loans are typically placed on nomat&tatus when principal or interest is
past due for 90 days or more, unless the loantts $ecured by collateral having realizable valué@ant to
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discharge the debt in-full and the loan is in tgal process of collection. Secured loans may begeld-down to the estimated value of the
collateral with previously accrued unpaid intemestersed. Subsequent charge-offs may be requirademult of changes in the market value
of collateral or other repayment prospects. Initteirge-off amounts are based on valuation estsyttgved from appraisals, broker price
opinions, or other market information. Generallgwnappraisals are not received until the foreclsuocess is completed; however,
collateral values are evaluated periodically basecharket information and incremental charge-ofésracorded if it is determined that
collateral values have declined from their inigatimates.

Management continually evaluates the allowancéofam losses methodology seeking to refine and esehtms process as appropriate, and it
is likely that the methodology will continue to dwe over time.

Our Loan Review unit is independent, and performas Ireviews and evaluates a representative sarhptedit extensions after the fact for
appropriate individual internal risk ratings. Lo@aview has the authority to change internal riskags and is responsible for assessing the
adequacy of credit underwriting. This unit repalit®ctly to the Directors’ Loan Committee of Seastddational’s board of directors.

During the first quarter of 2012, net charge-offted $3,415,000, compared to net charge-offaidhd the first, second, third and fourth
quarters of 2011 of $4,031,000, $4,024,000, $2(&EDand $3,268,000, respectively. Note E to thanfoial statements (titled “Impaired
Loans and Valuation Allowance for Loan Losses) sampes the Company’s allocation of the allowangddan losses to construction and
land development loans, commercial and resideesi@te loans, commercial and financial loans, amdwmer loans, and provides more
specific detail regarding charge-offs and recoefie each loan component and the compositionefdhn portfolio at March 31, 2012.
Although there is no assurance that we will notehalevated charge-offs in the future, we beliewa We have significantly reduced the risks
in our loan portfolio and that with stabilizing rkat conditions, future charge-offs should decline.

Concentrations of credit risk, discussed undectmion “Loan Portfolio” of this discussion and bsés, can affect the level of the allowance
and may involve loans to one borrower, an affitiageoup of borrowers, borrowers engaged in or dégehupon the same industry, or a
group of borrowers whose loans are predicated esdime type of collateral. The Company’s most Sigrit concentration of credit is a
portfolio of loans secured by real estate. At Ma3th2012, the Company had $1.111 billion in losesured by real estate, representing 91.3
percent of total loans, down from $1.123 billioepresenting 91.7 percent at March 31, 2011. Int@aigithe Company is subject to a
geographic concentration of credit because it oplgrates in central and southeastern Florida. Tmepany’s exposure to construction and
land development credits is secured by projecttass®l personal guarantees and totals $22.1 mdlidarch 31, 2012, down from $47.6
million at March 31, 2011. The Company considensosxire to this industry group, together with areassient of current trends and expe
future financial performance in our evaluation e idequacy of the allowance for loan losses. igmfisant decline in this concentration is
one factor which supports the lower overall allos&afor loan losses at March 31, 2012 compared taeciVal, 2011.

While it is the Company’s policy to charge off hetcurrent period loans in which a loss is considgrobable, there are additional risks of
future losses that cannot be quantified precisely
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or attributed to particular loans or classes ohtod@ecause these risks include the state of theoety, borrower payment behaviors and local
market conditions as well as conditions affectindjvidual borrowers, management’s judgment of fl@wence is necessarily approximate
and imprecise. The allowance is also subject taleggry examinations and determinations as to aa®gwhich may take into account such
factors as the methodology used to calculate tbevahce for loan losses and the size of the alleedar loan losses in comparison to a
group of peer companies identified by the regulatmrencies.

In assessing the adequacy of the allowance, marageslies predominantly on its ongoing reviewtaf toan portfolio, which is undertaken
both to ascertain whether there are probable Idbs¢snust be charged off and to assess the retacteristics of the portfolio in aggregate.
This review considers the judgments of managenaet,also those of bank regulatory agencies thadwethe loan portfolio as part of their
regular examination process. Our bank regulatove anerally agreed with our credit assessment Yvwtbe regulators could seek
additional provisions to our allowance for loandes, which will reduce our earnings.

NONPERFORMING ASSET:

Nonperforming asset“NPAs”) at March 31, 2012 totaled $57,246,000 arel@mprised of $41,716,000 of nonaccrual loans and
$15,530,000 of other real estate owned (“ORE@3mpared to $90,344,000 at March 31, 2011 (compia$&66,233,000 in nonaccrual lo:
and $24,111,000 of OREO). At March 31, 2012, apipnately 98.3 percent of nonaccrual loans were setwith real estate, the remainder
principally by marine vessels. See the table bdtovdetails about nonaccrual loans. At March 31,2(onaccrual loans have been written
down by approximately $14.2 million or 27.8 percefthe original loan balance (including specifitpairment reserves). NPAs are subje
changes in the economy, both nationally and localianges in monetary and fiscal policies, chaimgesrrowers’ payment behaviors and
changes in conditions affecting various borrowessif Seacoast National.

Prospectively, the Company anticipates OREO salptacted late in the first quarter of 2012 of apgmmately $7 million will settle
sometime in the second and third quarters of 2G&2rying values for these assets have been adjtestbd expected proceeds.

As previously disclosed, the Company had a $14lHomiperforming trouble debt restructure (“TDR"Qmmercial real estate loan
participation migrate to nonaccrual during thetfgsarter of 2012 when the lead bank informed astthey may not renew the loan when it
matures in November 2012, but instead will proce#h foreclosure. The table below shows the nomgering inflows by quarter for 2012,
2011 and 2010:

2012 2011 2010
New Nonperforming Loan
First Quarte! $20,207 $11,34¢ $11,89¢
Second Quarte 19,87 22,56(
Third Quartel 4,13; 8,151
Fourth Quarte 4,34¢ 9,99(

The Company pursues loan restructurings in selaxdsds where it expects to realize better valum@s ey be expected through traditional
collection activities. The Company has worked wétail mortgage customers, when possible, to aehimwer payment structures in an effort
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to avoid foreclosure. TDRs are part of the Compsihyss mitigation activities and can include ra&guctions, payment extensions and
principal deferrals. Company policy requires TDRsclassified as nonaccrual loans until (under oediacumstances) performance can be
verified, which usually requires six months of penfiance under the restructured loan terms. Wemistic that some of these credits will
rehabilitate and be upgraded in the coming yeaugemigrating to nonperforming or OREO prospecyivAkcruing restructured loans tota
$57.7 million at March 31, 2012 compared to $76ifian at March 31, 2011.

Nonaccrual Loan Accruing
Restructure
March 31, 2012 Non- Per-
(In thousands Current forming Total Loans
Construction & land developme
Residentia $ 1,04t $ 0 $ 1,04t $ 2,36¢
Commercial 0 35 35 0
Individuals 57¢ 57¢ 1,15¢ 81¢€
1,62: 61z 2,23¢€ 3,18:
Residential real estate mortgay 9,04: 5,22¢ 14,26¢ 23,70¢
Commercial real estate mortga¢ 5,29( 19,22: 24,51 30,30!
Real estate loar 15,95¢ 25,05¢ 41,01t 57,19(
Commercial and financi 0 10 10 0
Consume 172 51¢ 691 47E

$16,12¢ $25,58¢ $41,71¢ $ 57,66¢

At March 31, 2012 and 2011, total TDRs (performamgl nonperforming) were comprised of the followiogns by type of modification:

(Dollars in thousands 2012 2011
Numbe Amount Numbe Amount
Rate reduction 102 $24,41¢ 82 $23,297
Maturity extended with change in teri 11C 43,85: 12€ 55,73:
Forgiveness of princip: 1 2,23¢ 2 2,481
Payment structure changed to allow for interesy palyments 4 1,33¢ 3 1,26¢
Not elsewhere classifie 15 12,44, 19 13,42(
23z $84,28" 232 $96,19"

During the twelve months ended March 31, 2012, pesdntified TDRs totaled $24.5 million, compared®31.2 million for all of 2011.

Loan modifications are not reported in calendaryadter modification if the loans were modifiedaatinterest rate equal to the yields of new
loan originations with comparable risk and the bare performing based on the terms of the restringt agreements. Accruing loans that
were restructured within the twelve months endedd&1, 2012 and defaulted during the twelve moetided March 31, 2012 summed to
$37,000. A restructured loan is considered in defalen it becomes 60 days or more past due uhe@embdified terms, has been transferred
to nonaccrual status, or has been transferrecher otal estate owned.
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At March 31, 2012, loans totaling $99,410,000 wemesidered impaired (comprised of total nonaccana TDRs) and $8,192,000 of the
allowance for loan losses was allocated for postidsses on these loans, compared to $143,16&00811,876,000, respectively, at
March 31, 2011.

All impaired loans are reviewed quarterly to deteenf valuation adjustments are necessary basdghown changes in the market and/or
project assumptions. When necessary, the “Aapgraised value may be adjusted based on moret @oeraisal assumptions received by
Company on other similar properties, the tax agskssrket value, comparative sales and/or an atealuation. If an updated assessment is
deemed necessary and an internal valuation camnoigole, an external “As Is” appraisal will be obéal. If the “As Is” appraisal does not
appropriately reflect the current fair market valinethe Companyg opinion, a specific reserve is established arttitoan is written down
the current fair market value.

Collateral dependent, impaired loans are loansatesolely dependent on the liquidation of théatetal for repayment. All other real estate
owned (“OREQ") and repossessed assets (“RER@'yeviewed quarterly to determine if valuatiojuatinents are necessary based on kr
changes in the market and/or project assumptiomeniecessary, the “As Is” appraisal is adjustegd@an more recent appraisal
assumptions received by the Company on other siitgperties, the tax assessment market value, @a@tige sales and/or an internal
valuation is performed. If an updated assessmeatgdgmed necessary, and an internal valuation céenetade, an external appraisal will be
requested. Upon receipt of the “As Is” appraiselharge-off is recognized for the difference betwtnloan amount and its current fair
market value.

“As Is” values are used to measure fair marketeao impaired loans, OREO and REPOs.
Any loan that is partially charged-off remains wnperforming status until it is paid off regardleésurrent valuation of the loan.

In accordance with regulatory reporting requireraglitans are placed on non-accrual following th&aiR€lassification of Loan interagency
guidance. Typically loans 90 days or more pastateaeviewed for impairment, and if deemed impaiegd placed on non-accrual. Once
impaired, the current fair market value of the atdfal is assessed and a specific reserve andioyecloff taken. Quarterly thereafter, the loan
carrying value is analyzed and any changes areppptely made as described above.

Upon receipt of an appraisal, an appraisal revieperformed and a specific reserve or charge-gffasessed, if warranted.

SECURITIES

At March 31, 2012, the Company had no trading seesy $574,615,000 in securities available foeqga¢presenting 96.8 percent of total
securities), and securities held for investmer$i#,801,000 (3.2 percent of total securities). Coenpany’s securities portfolio increased
$53.4 million or 9.9 percent from March 31, 2014 alecreased $74.9 million, or 11.2 percent fromdbgwer 31, 2011. Year over year, the
portfolio has increased as a result of deposit gr@md weak loan demand, and the decrease sinaaribec 31, 2011 is entirely due to the
sale of securities during the first quarter of 2012
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As part of the Company'’s interest rate risk managgmrocess, an average duration for the secupitigfolio is targeted. In addition,
securities are acquired which return principal rhinthat can be reinvested. Agency and privatel latzetgage backed securities and
collateralized mortgage obligations comprise $582,800 of total securities, approximately 98 petaérthe portfolio. Remaining securities
are largely comprised of U.S. Treasury, U.S. Goramt agency securities and texempt bonds issued by states, counties and maiitizp.

The effective duration of the investment portfaioMarch 31, 2012 was 2.6 years, compared to aaggawhen the duration was 2.4 years.

Cash and due from banks and interest bearing defagigregated) totaled $272,034,000 at March @12 2compared to $227,538,000 at
March 31, 2011. The Company has maintained addaikidouidity during the uncertain environment andyiuse these funds to increase loans
and investments as the economy continues to improve

At March 31, 2012, available for sale securitied beoss losses of $1,006,000 and gross gains 89$%00, compared to gross losses of
$3,840,000 and gross gains of $12,355,000 at Deeef1y 2011. All of the securities with unrealizegses are reviewed for other-than-
temporary impairment at least quarterly. As a itesithese reviews, it was determined that the alimed losses were not other than
temporarily impaired and the Company has the ird@dtability to retain these securities (see anfutti discussion undecCtitical Accounting
Estimates-Fair Value and Other than Temporary Impait of Securities Classified as Available foreSpl

Company management considers the overall qualitheoEecurities portfolio to be high. The Compaag ho exposure to securities with
subprime collateral. The Company holds no interiestaust preferred securities.

DEPOSITS AND BORROWINGS

The Company’s balance sheet continues to be piyranie funded. The Company continues to utilifecused retail deposit growth strategy
that has successfully generated core depositoakitips and increased services per household issnicgplementation in the first quarter of
2008. During the first quarter of 2012, Seacoagiddal added 3,065 new core deposit householdspaosd to 2,696 and 2,146 households
in the fourth and first quarters of 2011, respestjivNewly acquired personal checking relationsiwpese up 30.8 percent and new comme
business checking relationships grew 22.9 peraaringl the first quarter of 2012 compared to the sguarter in 2011.

Total deposits increased $51,249,000, or 3.0 pertef1,737,459,000 at March 31, 2012 comparezhtyear earlier. Declining single
service time deposits were more than offset byeiasing low cost or no cost deposits. Since Mar¢t2811, interest bearing deposits (NOW,
savings and money markets deposits) increased 3B 0@ or 10.5 percent to $915,189,000, nonintdresting demand deposits increased
$69,653,000 or 21.4 percent to $394,532,000, ansl @d2reased $105,463,000 or 19.8 percent to $42DJ& The Company has historici
priced CDs conservatively and has continued t@¥olhis strategy.
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Securities sold under repurchase agreements imcteagr the past twelve months by $34,131,000 d& @ércent to $149,316,000 at
March 31, 2012. Repurchase agreements are offgr&eacoast National to select customers who wiskwiep excess balances on a daily
basis for investment purposes. Public funds coramisignificant amount of the outstanding balandt, safety a major concern for these
customers. At March 31, 2012, the number of sweppnchase accounts was 163, compared to 170 agear

At March 31, 2012, other borrowings were comprisédubordinated debt of $53.6 million related tgstrpreferred securities issued by trusts
organized by the Company, and advances from thereedome Loan Bank (“FHLB”) of $50.0 million. THeHLB advances mature in 2017.
For first quarter 2012 and 2011, the weighted ayest of our FHLB advances was 3.22 percent,amg#d.

The Company has two wholly owned trust subsidia$#3CF Capital Trust | and SBCF Statutory Trugh#t were formed in 2005. In 2007,
the Company formed an additional wholly owned tsugisidiary, SBCF Statutory Trust lll. The 2005tsueach issued $20.0 million (total
$40.0 million) of trust preferred securities and #007 trust issued an additional $12.0 milliotrirst preferred securities. All trust preferred
securities are guaranteed by the Company on arjsalordinated basis. The Federal Reserve’s ra@aaipqualified trust preferred securities
and other restricted capital elements to be indweTier 1 capital up to 25 percent of core cgpiit of goodwill and intangibles. The
Company believes that its trust preferred secsrijigalify under these revised regulatory capitEsand expects that it will be able to trea
$52.0 million of trust preferred securities as Tierapital. For regulatory purposes, the trusteprefl securities are added to the Company’s
tangible common shareholders’ equity to calculaés Tcapital. The weighted average interest réteuo outstanding subordinated debt
related to trust preferred securities was 2.05qrdrduring the first quarter of 2012, compared.89Jpercent for the same period during 2011.

OFF-BALANCE SHEET TRANSACTIONS

In the normal course of business, we engage imiatyaf financial transactions that, under gerlgratcepted accounting principles, either
are not recorded on the balance sheet or are extomithe balance sheet in amounts that differ flenfull contract or notional amounts.
These transactions involve varying elements of etaideedit and liquidity risk.

Lending commitments include unfunded loan committaamd standby and commercial letters of credlarge majority of loan
commitments and standby letters of credit expirtauit being funded, and accordingly, total contracamounts are not representative of
actual future credit exposure or liquidity requiksts. Loan commitments and letters of credit explose€Company to credit risk in the event
that the customer draws on the commitment and gulesely fails to perform under the terms of thedieg agreement.

Loan commitments to customers are made in the rlaomase of our commercial and retail lending basses. For commercial customers,
loan commitments generally take the form of revadveredit arrangements. For retail customers, tmanmitments generally are lines of
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credit secured by residential property. These umsénts are not recorded on the balance sheeffumti$ are advanced under the commitm
For loan commitments, the contractual amount adraraitment represents the maximum potential crésktthat could result if the entire
commitment had been funded, the borrower had mébimeed according to the terms of the contract, mmdollateral had been provided.
Loan commitments were $122 million at March 31,20nd $97 million at March 31, 2011.

INTEREST RATE SENSITIVITY

Fluctuations in interest rates may result in charigehe fair value of the Compasyfinancial instruments, cash flows and net intereome.
This risk is managed using simulation modelingatzglate the most likely interest rate risk utiigiestimated loan and deposit growth. The
objective is to optimize the Company’s financiakjion, liquidity, and net interest income whileniting their volatility.

Senior management regularly reviews the overadradt rate risk position and evaluates strategiesanage the risk. The Company’s most
recent Asset and Liability Management Committeel{T™”) model simulation indicates net interest in@wmould increase 5.9 percent if
interest rates are shocked 200 basis points uptbgarext 12 months and 3.6 percent if interestsrate shocked up 100 basis points. Recent
regulatory guidance has placed more emphasis ershaicks.

The Company had a positive gap position based ntramiual and prepayment assumptions for the ngxhdnths, with a positive cumulati
interest rate sensitivity gap as a percentagetaf éarning assets of 5.6 percent, based on it$ mosnt ALCO modeling. This result includes
assumptions for core deposit re-pricing validatadttie Company by an independent third party cdimgugroup.

The computations of interest rate risk do not nemely include certain actions management may uallerto manage this risk in response to
changes in interest rates. Derivative financiarimaents, such as interest rate swaps, options, flaprs, futures and forward contracts may
be utilized as components of the Company’s riskagament profile.

LIQUIDITY MANAGEMENT

Liquidity risk involves the risk of being unable find assets with the appropriate duration andlvated liability, as well as the risk of not
being able to meet unexpected cash needs. Liqutityning and management are necessary to ensuability to fund operations cost
effectively and to meet current and future potémtidigations such as loan commitments and unexpegéposit outflows.

Funding sources primarily include customer-based deposits, collateral-backed borrowings, cashdlrom operations, and asset
securitizations and sales.

Cash flows from operations are a significant congmbrof liquidity risk management and we considehlieposit maturities and the
scheduled cash flows from loan and investment ritegsiand payments. Deposits are also a primargceonf liquidity. The stability of this
funding source is affected by numerous factorduiling returns available to customers on
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alternative investments, the quality of customevise levels, safety and competitive forces. Weiraly use securities and loans as collat
for secured borrowings. In the event of severe etadlisruptions, we have access to secured borrevthrgugh the FHLB and the Federal
Reserve Bank of Atlanta.

Contractual maturities for assets and liabilities @viewed to meet current and expected futuredity requirements. Sources of liquidity,
both anticipated and unanticipated, are maintaithezligh a portfolio of high quality marketable asssuch as residential mortgage loans,
securities held for sale and interest bearing depdche Company also has access to borrowed fsuncts as an FHLB line of credit and the
Federal Reserve Bank of Atlanta under its borroiwerustody program. The Company is also able teigeshort term financing of its
activities by selling, under an agreement to refpase, United States Treasury and Government agemcyities not pledged to secure public
deposits or trust funds. At March 31, 2012, Seaddatonal had available unsecured lines of $50ioniland lines of credit under current
lendable collateral value, which are subject tongfea of $485 million. Seacoast National had $35@aniof United States Treasury and
Government agency securities and mortgage backedises not pledged and available for use undgunehase agreements, and had an
additional $188 million in residential and commataeal estate loans available as collateral. mgarison, at March 31, 2011, the Company
had available lines of credit of $342 million, amad $189 million of Treasury and Government agesemurities and mortgage backed
securities not pledged and available for use urgfmirchase agreements, as well as an addition8li$#lion in residential and commercial
real estate loans available as collateral.

Liquidity, as measured in the form of cash and @aghivalents (including interest bearing depostttpled $272,034,000 on a consolidated
basis at March 31, 2012 as compared to $227,53&00@&rch 31, 2011. The composition of cash antl easiivalents has changed from a
year ago. Over the past twelve months, cash andrdoebanks increased $8,074,000 to $37,652,000rdackst bearing deposits increase
$234,382,000 from $197,960,000. The interest bgatéposits are maintained in Seacoast Nationatswuatt at the Federal Reserve Bank of
Atlanta. Cash and cash equivalents vary with sedsteposit movements and are generally higherdmiinter than in the summer, and vary
with the level of principal repayments and investirgctivity occurring in Seacoast National’'s seiiesiand loan portfolios. Proceeds from
securities sales of $112 million in the first qeamf 2012 contributed to higher liquidity at Mar8h, 2012. Our intent is to reinvest excess
liquidity into the securities portfolio, as marlagiportunities and conditions meet expectations.

The Company does not rely or is dependent on défHoa& sheet financing or wholesale funding.

The Company is a legal entity separate and distioot Seacoast National and its other subsidiaxasious legal limitations, including
Section 23A and 23B of the Federal Reserve ActRattbral Reserve Regulation W, restrict SeacoasviNatfrom lending or otherwise
supplying funds to the Company or its nioak subsidiaries. The Company has traditionaligdaipon dividends from Seacoast National
securities offerings to provide funds to pay therpany’s expenses, to service the Company’s debtapdy dividends upon Company
common stock and preferred stock. In 2008 and 286@¢coast National paid dividends to the Compaatyekceeded its earnings in those
years. Seacoast National cannot currently pay eindd to the Company without prior OCC approvalMarch 31, 2012, the Company h
cash and cash equivalents at the parent of appadeiyn$10.1 million. In comparison, at
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March 31, 2011, the Company had cash and cashaquots at the parent of approximately $21.5 millidaring the third quarter of 2011, 1
Company remitted all deferred and current divideshaks upon its Series A preferred stock as welligtsiloutions on its subordinated debt
related to trust preferred securities issued thnaafjliated trusts. All of the Series A Preferrstck funds received in December 2008 have
been contributed as additional capital to Seaddasbnal. Additional losses could prolong Seacd&ional’s inability to pay dividends to i
parent without regulatory approval (see “Capitas®eces”).

EFFECTS OF INFLATION AND CHANGING PRICES

The condensed consolidated financial statementsedatid financial data presented herein have pesgrared in accordance with U.S.
GAAP, which require the measurement of financiaifion and operating results in terms of historaallars, without considering changes in
the relative purchasing power of money, over tichee to inflation.

Unlike most industrial companies, virtually allthie assets and liabilities of a financial instibatiare monetary in nature. As a result, interest
rates have a more significant impact on a finarinstitution’s performance than the general lexféhiation. However, inflation affects
financial institutions by increasing their costgafods and services purchased, as well as the tsalasies and benefits, occupancy expense,
and similar items. Inflation and related increasédsterest rates generally decrease the markeewal investments and loans held and may
adversely affect liquidity, earnings, and sharebtequity. Mortgage originations and re-financingnd to slow as interest rates increase,
and higher interest rates likely will reduce thex@any’s earnings from such activities and the inedrom the sale of residential mortgage
loans in the secondary market.

SPECIAL CAUTIONARY NOTICE REGARDING FORWARD LOOKINGTATEMENTS
Various of the statements made herein under thgocep'Management’s Discussion and Analysis of Rigial Condition and Results of

Operations”, “Quantitative and Qualitative Disclossiabout Market Risk”, “Risk Factors” and elsevéhare “forward-looking statements”
within the meaning and protections of Section 274he Securities Act of 1933 and Section 21E ofS$eeurities Exchange Act of 1934, as

amended (the “Exchange Act”).

Forward-looking statements include statements meigipect to our beliefs, plans, objectives, goaigeetations, anticipations, estimates and
intentions, and involve known and unknown risks;ertainties and other factors, which may be beymnccontrol, and which may cause the
actual results, performance or achievements of@esato be materially different from future respfisrformance or achievements expressed
or implied by such forward-looking statements. Yaould not expect us to update any forward-lookiagements.

All statements other than statements of histofell are statements that could be forward-lookitagesnents. You can identify these forward-
looking statements through our use of words sucimay,” “will,” “anticipate,” “assume,” “should,” Support”, “indicate,” “would,”

“believe,” “contemplate,” “expect,” “estimate,” “ctinue,” “further”, “point to,” “project,” “could,” intend” or other similar words and
expressions of the future. These forward-lookirgeshents may not be realized due to a varietyatbfa, including, without limitation:

« the effects of future economic and market condgjoncluding seasonalit
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» governmental monetary and fiscal policies, as agllegislative, tax and regulatory chan¢

« legislative and regulatory changes, including clesrg banking, securities and tax laws and reguiatand their application by our
regulators, and changes in the scope and cost k& Fi3urance and other covera

» changes in accounting policies, rules and pract

« the risks of changes in interest rates on the lamdlcomposition of deposits, loan demand, liquidiid the values of loan collateral,
securities, and interest sensitive assets anditiabj interest rate risks, sensitivities and shape of the yield curvi

« the effects of competition from other commerciahks thrifts, mortgage banking firms, consumer tiiceacompanies, credit unions,
securities brokerage firms, insurance companiesgymarket and other mutual funds and other firmiestitutions operating in our
market areas and elsewhere, including institutaperating regionally, nationally and internatiopatbgether with such competitors
offering banking products and services by maigpbbne, computer and the Interr

« the failure of assumptions underlying the estabfisht of reserves for possible loan los:

« the risks of mergers and acquisitions, includehauit limitation, unexpected transaction costs udirlg the costs of integrating operations;
the risks that the businesses will not be integrateccessfully or that such integration may be nddfeult, time-consuming or costly than
expected

« the potential failure to fully or timely realize gacted revenues and revenue synergies, includitigeagsult of revenues following the
merger being lower than expect

« the risk of deposit and customer attrition; anyrafes in deposit mix; unexpected operating and atbsts, which may differ or change
from expectations

« the risks of customer and employee loss and busifissuption, including, without limitation, as thesult of difficulties in maintaining
relationships with employees; increased competjiigssures and solicitations of customers by catopgtas well as the difficulties and
risks inherent with entering new markets; i

 other risks and uncertainties described hereinraodr annual report on Form X0for the year ended December 31, 2011 and otherin
our Securities and Exchange Commissior*SEC”, reports and filings

All written or oral forward-looking statements #itrtable to us are expressly qualified in theiirety by this cautionary notice. We have no
obligation and do not undertake to update, revissbaect any of the forward-looking statementgiafbhe date of this report, or after the
respective dates on which such statements otheasésmade.
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Item 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET RISK
See Management'’s discussion and analysis “Int&at& Sensitivity”.

Market risk refers to potential losses arising fromanges in interest rates, and other relevantehaakes or prices.

Interest rate risk, defined as the exposure ofittetest income and Economic Value of Equity, oWE;” to adverse movements in interest
rates, is the Company’s primary market risk, anihiparises from the structure of the balance sfmeat-trading activities). The Company is
also exposed to market risk in its investing atitgi The Company’s Asset/Liability Committee, &LCO,” meets regularly and is
responsible for reviewing the interest rate sevigjtposition of the Company and establishing pebcdo monitor and limit exposure to
interest rate risk. The policies established byAh€O are reviewed and approved by the Companyar8of Directors. The primary goal of
interest rate risk management is to control exposuinterest rate risk, within policy limits appex by the Board. These limits reflect the
Company’s tolerance for interest rate risk overtsterm and long-term horizons.

The Company also performs valuation analyses, wéiehused for evaluating levels of risk preserihnbalance sheet that might not be t:
into account in the net interest income simulatioalyses. Whereas net interest income simulatiginlights exposures over a relatively short
time horizon, valuation analysis incorporates a#ifcflows over the estimated remaining life otallance sheet positions. The valuation o
balance sheet, at a point in time, is defined agltbcounted present value of asset cash flowsstiudiscounted value of liability cash
flows, the net result of which is the EVE. The stvisy of EVE to changes in the level of intergates is a measure of the longer-term re-
pricing risks and options risks embedded in thamzd sheet. In contrast to the net interest incgimalation, which assumes interest rates
will change over a period of time, EVE uses insdarbus changes in rates. EVE values only the dusedance sheet, and does not
incorporate the growth assumptions that are uséukimet interest income simulation model. As wiit& net interest income simulation
model, assumptions about the timing and variabdftpalance sheet cash flows are critical in the&eEValysis. Particularly important are the
assumptions driving prepayments and the expectadgels in balances and pricing of the indetermilifeteleposit portfolios. Based on our
most recent modeling, an instantaneous 100 bagis iporease in rates is estimated to increas&ie 4.3 percent versus the EVE in a sti
rate environment, while a 200 basis point incréasates is estimated to increase the EVE 5.4 pérce

While an instantaneous and severe shift in inteedss is used in this analysis to provide an egémof exposure under an extremely adverse
scenario, a gradual shift in interest rates woaldeha much more modest impact. Since EVE meadueediscounted present value of cash
flows over the estimated lives of instruments,¢hange in EVE does not directly correlate to thgrele that earnings would be impacted over
a shorter time horizon, i.e., the next fiscal y&éanther, EVE does not take into account factochsas future balance sheet growth, chang
product mix, change in yield curve relationships] @hanging product spreads that could mitigatethwerse impact of changes in interest
rates.
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Item 4. CONTROLS AND PROCEDURES

The Company’s management, with the participatioitsohief executive officer and chief financiafioér has evaluated the effectiveness of
the Company’s disclosure controls and procedureslé¢fined in Rule 13a-15(e) and Rule 15d-15(e) utid=Exchange Act) as of March 31,
2011 and concluded that those disclosure contralgpaocedures are effective. There have been nmelsao the Company’s internal control
over financial reporting that occurred since thgitveing of the Company'’s first quarter of 2011 thatve materially affected, or are
reasonably likely to materially affect, the Companpternal control over financial reporting.

While the Company believes that its existing disale controls and procedures have been effectimedomplish these objectives, the
Company intends to continue to examine, refinefamalize its disclosure controls and proceduraktarmonitor ongoing developments in
this area.
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Part Il OTHER INFORMATION
Item 1. Legal Proceedings

The Company and its subsidiaries are subject,drotdinary course, to litigation incident to thesimess in which they are engaged.
Management presently believes that none of thd fggaeedings to which the Company or any of itssétiaries is a party or of which any of
their property is the subject are materially likedyhave a material adverse effect on the Compatoyisolidated financial position, or
operating results or cash flows, although no asmgraan be given with respect to the ultimate auteof any such claim or litigation.

Iltem 1A. Risk Factors

In addition to the other information set forth imistreport, you should carefully consider the fezttiscussed in “Part I, Item 1A. Risk
Factors” in our report on Form 10-K/A for the yesded December 31, 2011, which could materiallgcfbur business, financial condition
or future results. The risks described in this rgpo our Form 10-K/A or our other SEC filings aret the only risks facing our Company.
Additional risks and uncertainties not currentlylum to us or that we currently deem to be immattetiso may materially adversely affect
our business, financial condition or future results

Item 2. Unregistered Sales of Equity Securities andse of Proceeds
Issuer purchases of equity securities during tfs¢ guarter of 2012 were as follows:

Maximum

Total Number o Number of
Total Shares Purchas Shares that Ma
Number o . yet be Purchast

Average Prici
Shares as Part of Public

Perioc Purchase Paid Per Sha Announced Plar Under the Plai
1/1/12 to 1/31/12 1,83¢ $ 1.67 676,49: 148,50¢
2/1/12 to 2/29/1. 1,70 1.8C 678,19¢ 146,80:
3/1/12 to 3/31/1: 1,64¢ 1.8€ 679,84« 145,15¢
Total - 1 stQuarter 5,18¢ 1.77 679,84 145,15¢

* The plan to purchase equity securities totaling,82% was approved on September 18, 2001, with poation date

Item 3. Defaults upon Senior Securities
None

Item 4. Submission of Matters to a Vote of Securityolders
None
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Iltem 5. Other Information

During the period covered by this report, there masnformation required to be disclosed by us @uarent Report on Form 8-K that was not

so reported, nor were there any material changtsetprocedures by which our security holders ne@pmmend nominees to our Board of
Directors.
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Iltem 6. Exhibits

Exhibit 31.1
Exhibit 31.Z
Exhibit 32.1

Exhibit 32.

Exhibit 101

Certification of the Chief Executive Officer Purstidao Section 302 of the Sarba-Oxley Act of 2002
Certification of the Chief Financial Officer Pursuidao Section 302 of the Sarba-Oxley Act of 2002

Statement of Chief Executive Officer Pursuant tdJ18.C. Section 1350, Adopted Pursuant to Secti@hd the
Sarbane-Oxley Act of 2002

Statement of Chief Financial Officer Pursuant tdJL8.C. Section 1350, Adopted Pursuant to Secthd the
Sarbane-Oxley Act of 2002

The following materials from Seacoast Banking Coation of Florida’s Quarterly Report on Form 106 the
quarter ended March 31, 2012 formatted in XBRL é$ible Business Reporting Language): (i) the Cosele
Consolidated Balance Sheets, (ii) the Condensedd@idated Statements of Operations, (iii) the Coised
Consolidated Statements of Cash Flows, (iv) theeBltd Condensed Consolidated Financial Staterr
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SIGNATURE

Pursuant to the requirements of the Securities &xga Act of 1934, the Registrant has duly causisdeport to be signed on its behalf by
undersigned thereunto duly authorized.

SEACOAST BANKING CORPORATION OF FLORID;

May 10, 2012 /s/ Dennis S. Hudson, llI
DENNIS S. HUDSON, llI
Chairman & Chief Executive Office

May 10, 2012 /s/ William R. Hahl
WILLIAM R. HAHL
Executive Vice President & Chief Financial Offic
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EXHIBIT 31.1

Certification Pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002

[, Dennis S. Hudson, lll, certify that:
1. | have reviewed this quarterly report on Forn-Q of Seacoast Banking Corporation of Flori

2. Based on my knowledge, this report does notatormny untrue statement of a material fact or enittate a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with
respect to the period covered by this reg

3.  Based on my knowledge, the financial statemeamd,other financial information included in théport, fairly presentin all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presente(
this report;

4.  The registrant’s other certifying officer(s) anare responsible for establishing and maintainiisglosure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and1Bd)) and internal control over financial repogti(as defined in Exchange
Act Rules 13-15(f) and 15-15(f)) for the registrant and hav

a. Designed such disclosure controls and procedoresused such disclosure controls and procedaoites designed
under our supervision, to ensure that materialrinégion relating to the registrant, including itnsolidated
subsidiaries, is made known to us by others with@se entities, particularly during the period inigh this report is
being preparec

b.  Designed such internal control over financiglarting, or caused such internal control over fomahreporting to be
designed under our supervision, to provide readerasurance regarding the reliability of financegorting and the
preparation of financial statements for externappsges in accordance with generally accepted atioguprinciples;

c.  Evaluated the effectiveness of the registradisslosure controls and procedures and presentéidsineport our
conclusions about the effectiveness of the discsantrols and procedures, as of the end of thegeovered by
this report based on such evaluation;

d. Disclosed in this report any change in the tegyig's internal control over financial reportirtgat occurred during the
registrant’s most recent fiscal quarter (the regrts fourth fiscal quarter in the case of an aimeaport) that has
materially affected, or is reasonably likely to evally affect, the registrant’s internal contrales financial reporting;
and



5. The registrant’s other certifying officer(s) andave disclosed, based on our most recent evatuat internal control over
financial reporting, to the registrant’s auditorgldhe audit committee of the registrant’s boardioéctors (or persons performing
the equivalent functions

a. All significant deficiencies and material weagses in the design or operation of internal cortvelr financial
reporting which are reasonably likely to adversdfgct the registrant’s ability to record, processnmarize and

report financial information; an
b.  Any fraud, whether or not material, that invaveanagement or other employees who have a signifiole in the
registran’'s internal control over financial reportir

/s/ Dennis S. Hudson, I

Dennis S. Hudson, I
Chairman & Chief Executive Office

Date: May 10, 2012



EXHIBIT 31.2

Certification Pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002

I, William R. Habhl, certify that:
1. | have reviewed this quarterly report on Forn-Q of Seacoast Banking Corporation of Flori

2. Based on my knowledge, this report does notatormny untrue statement of a material fact or enittate a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with
respect to the period covered by this reg

3.  Based on my knowledge, the financial statemeamd,other financial information included in théport, fairly presentin all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presente(
this report;

4.  The registrant’s other certifying officer(s) anare responsible for establishing and maintainiisglosure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and1Bd)) and internal control over financial repogti(as defined in Exchange
Act Rules 13-15(f) and 15-15(f)) for the registrant and hav

a. Designed such disclosure controls and procedoresused such disclosure controls and procedaoites designed
under our supervision, to ensure that materialrinégion relating to the registrant, including itnsolidated
subsidiaries, is made known to us by others with@se entities, particularly during the period inigh this report is
being preparec

b.  Designed such internal control over financiglarting, or caused such internal control over fomahreporting to be
designed under our supervision, to provide readerasurance regarding the reliability of financegorting and the
preparation of financial statements for externappsges in accordance with generally accepted atioguprinciples;

c.  Evaluated the effectiveness of the registradisslosure controls and procedures and presentéidsineport our
conclusions about the effectiveness of the discsantrols and procedures, as of the end of thegeovered by
this report based on such evaluation;

d. Disclosed in this report any change in the tegyig's internal control over financial reportirtgat occurred during the
registrant’s most recent fiscal quarter (the regrts fourth fiscal quarter in the case of an aimeaport) that has
materially affected, or is reasonably likely to evally affect, the registrant’s internal contrales financial reporting;
and



5. The registrant’s other certifying officer(s) andave disclosed, based on our most recent evatuat internal control over
financial reporting, to the registrant’s auditorgldhe audit committee of the registrant’s boardioéctors (or persons performing
the equivalent functions

a. All significant deficiencies and material weagses in the design or operation of internal cortvelr financial
reporting which are reasonably likely to adversdfgct the registrant’s ability to record, processnmarize and

report financial information; an
b.  Any fraud, whether or not material, that invaveanagement or other employees who have a signifiole in the
registran’'s internal control over financial reportir

/s/ William R. Hahl

William R. Hahl
Executive Vice President and Chief Financial Office

(Principal Financial Officer

Date: May 10, 2012



EXHIBIT 32.1

STATEMENT OF CHIEF EXECUTIVE OFFICER OF
SEACOAST BANKING CORPORATION OF FLORIDA
PURSUANT TO
18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report on FormQ@f Seacoast Banking Corporation of Florida (“Camg’) for the period ended
March 31, 2012 (“Report”), I, Dennis S. Hudson, Thairman and Chief Executive Officer of the Compalo hereby certify, pursuant to 18
U.S.C. § 1350, as adopted pursuant to § 906 ofSEnbanes-Oxley Act of 2002, that:

1. The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeoh 1934; anc
2. The information contained in the Report fairhegents, in all material respects, the financialdition and results of operations of
the Company

Date: May 10, 2012 /s/ Dennis S. Hudson , 1lI
Dennis S. Hudson, |
Chairman & Chief Executive Office




EXHIBIT 32.2

STATEMENT OF CHIEF FINANCIAL OFFICER OF
SEACOAST BANKING CORPORATION OF FLORIDA
PURSUANT TO
18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report on FormQ@f Seacoast Banking Corporation of Florida (“Camg’) for the period ended
March 31, 2012 (“Report”), I, William R. Hahl, Exgiive Vice President and Chief Financial Officerttoté Company, do hereby certify,
pursuant to 18 U.S.C. § 1350, as adopted pursad&906 of The Sarbanes-Oxley Act of 2002, that:

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

2. The information contained in the Report fairhegents, in all material respects, the financialdition and results of operations of
the Company

Date: May 10, 2012 /s/ William R. Hahl

William R. Hahl

Executive Vice President and Chief Financial Office
(Principal Financial Officer




