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SPECIAL CAUTIONARY NOTICE
REGARDING FORWARD-LOOKING STATEMENTS

Various of the statements made herein under thiiooap‘Managemens Discussion and Analysis of Financial Conditionl &esult
of Operations”, “Quantitative and Qualitative Disslires about Market Risk”, “Risk Factors” and elsexe, are “forward-looking statements’
within the meaning and protections of Section 27#he Securities Act of 1933, as amended, and @e@LE of the Securities Exchange Ac
1934, as amended (the “Exchange Act") and are di@@ito be covered by the safe harbor provided &géme.

Forwardiooking statements include statements with respecbur beliefs, plans, objectives, goals, expentati anticipation
assumptions, estimates, intentions and future pegoce, and involve known and unknown risks, uageties and other factors, which may
beyond our control, and which may cause the aatesililts, performance or achievements of Seacoaskifa Corporation of Floric
(“Seacoast” or the “Company”) to be materially difint from those set forth in the forward-lookitgtements.

All statements other than statements of historfi@et are statements that could be forwiking statements. You can identify th
forward-looking statements through our use of wasdsh as “may,” “will,” “anticipate,” “assume,” “stuld,” “indicate,” “would,” “believe,”
“contemplate,” “expect,” “estimate,” “continue,” dfther,” “plan,” “point to,” “project,” “could,” “intend,” “target”and other similar words a

expressions of the future. These forward-lookirgeshents may not be realized due to a varietyatbfa, including, without limitation:

« the effects of current and future economic, busirsasl market conditions in the United States gdélgerain the communities w
serve, including the effects of declines in propeelues, unemployment rates and potential redaafeeconomic growttr

- changes in governmental monetary and fiscal paljdigcluding interest rate policies of the BoardGifvernors of the Fede
Reserve System (it Federal Resen”);

« legislative and regulatory changes, including cleasnigp banking, securities and tax laws and reguiatand their application
our regulators, including those associated withRbed Frank Wall Street Reform and Consumer Priatedct (the “Dodd-
Frank Act”) and changes in the scope and cost adfefed Deposit Insurance Corporation (“FDIGRsurance and oth
coverage

« changes in accounting policies, rules and practaes applications or determinations made thereunaerrequired by ti
Financial Accounting Standards Board or other ragul agencies

« the risks of changes in interest rates on the $eveimposition and costs of deposits, loan demamd the values and liquidity
loan collateral, securities, and interest sensaisgets and liabilitie!

« changes in borrower credit risks and payment behsyvincluding changes in the speed of loan prejgsysy loan originations a
sale volumes, char-offs, loan loss provisions or actual loan los:

« changes in the availability and cost of credit aaplital in the financial markets;




changes in the prices, values and sales volumessifiential and commercial real estate in the Wnigtates and in tl
communities we serve, which could impact write-devaf assets, our ability to liquidate npafforming assets, realiz
losses on the disposition of r-performing assets and increased credit los

our ability to comply with any requirements imposea us or on our banking subsidiary, Seacoast NaltiBank (‘Seacoa:
Nationa”) by regulators and the potential negative conseasetitat may resul

our concentration in commercial real estate loans;

the failure of assumptions and estimates, as weltliferences in, and changes to, economic, maaket credit condition
including changes in borrowe credit risks and payment behaviors from those usedr loan portfolio stress te:

the effects of competition from a wide variety ofdl, regional, national and other providers oéfiaial, investment and insurau
services

the failure of assumptions and estimates underlifiegestablishment of reserves for possible loasds and other estimates;
the impact on the valuation of our investments twumarket volatility or counterparty payment risk;

statutory and regulatory restrictions on our apiiit pay dividends to our shareholders;

any applicable regulatory limits on Seacoast Naisrability to pay dividends to us;

increases in regulatory capital requirements fatkbey organizations generally, which may adversdfgct our ability to expar
our business or could cause us to shrink our bssj

the risks of mergers, acquisitions and divestitureduding, without limitation, the related timad costs of implementing st
transactions, integrating operations as part ofahtansactions and possible failures to achieyea®d gains, reven
growth and/or expense savings from such transas!

changes in technology or products that may be miidfieult, costly, or less effective than anticipdt

inability of our risk management framework to mamaigks associated with our business such as aiskliand operational ris
including third party vendors and other servicevpters;

the effects of war or other conflicts, acts of égism or other catastrophic events that may afieceral economic conditions;

the risks that our deferred tax assets could becestlif estimates of future taxable income from operations and tax planni
strategies are less than currently estimated, afebs ©f our capital stock could trigger a reductionthe amount of n
operating loss carryforwards that we may be ablgitize for income tax purposes; a




« other factors and risks described under “Risk Hattoerein and in any of our subsequent reports fil@t the Securities ai
Exchange Commission (ti*Commissio’” or “SEC") and available on its website at www.sec.¢

All written or oral forwardlooking statements that are made by us or aréataible to us are expressly qualified in their retyi by
this cautionary notice. We assume no obligationgdate, revise or correct any forwdodking statements that are made from time to
either as a result of future developments, newinédion or otherwise, except as may be requirelhly




Part |
Item 1. Busines:!
General

We are a bank holding company, incorporated iniéidoim 1983, and registered under the Bank Holdbognpany Act of 1956, .
amended (the “BHC Act”). Our principal subsidiasy$eacoast National Bank, a national banking astsoci(“Seacoast National"Feacoa:
National commenced its operations in 1933, andaipdras‘First National Bank & Trust Company of the Treas@oast"prior to 2006 whe
we changed its name to Seacoast National Bank.

As a bank holding company, we are a legal entifyasste and distinct from our subsidiaries, inclgdBeacoast National. \
coordinate the financial resources of the constddleenterprise and maintain financial, operaticsnad administrative systems that al
centralized evaluation of subsidiary operations emadrdination of selected policies and activiti®sir operating revenues and net income
derived primarily from Seacoast National througbidknds and fees for services performed.

As of December 31, 2014, we had total consolidateskts of approximately $3.093 billion, total détsosf approximately $2.4:
billion, total consolidated liabilities, includindeposits, of approximately $2.781 billion and cdislsted shareholdergquity of approximate
$312.7 million. Our operations are discussed ineretail under “ltem 7. ManagemenDiscussion and Analysis of Consolidated Fina
Condition and Results of Operations.”

We and our subsidiaries offer a full array of deépascounts and retail banking services, engagmirsumer and commercial lend
and provide a wide variety of trust and asset mamant services, as well as securities and annwugts to our customers. Seacoast Nat
had 43 traditional banking offices in 14 counties-lorida at year-end 2014. We have 20 branch#éseifiTreasure Coast of Floridaricluding
the counties of Martin, St. Lucie and Indian Riwer Floridas southeastern coast. During 2013, we expandedootprint by strategicall
opening five new commercial lending offices in fheger metropolitan markets we serve, more spetifficthree in Orlando, one in Bc
Raton, and one in Ft. Lauderdale, Florida. Mostndlg, in October 2014, we acquired 12 branche3entral Florida through our acquisitior
The BANKshares, Inc., a Florida corporation (“BANi&ses”), and its subsidiary bank, BankFIRST.

Most of our banking offices have one or more autechaeller machines (“ATMs”) providing customerstiivP4-hour access to thi
deposit accounts. We are a member of the “NYCE RaysnNetwork,’an electronic funds transfer organization represkirt all fifty states i
the United States, which permits banking custoraeress to their accounts at 2.5 million participthTMs and retail locations through
the United States. During 2014, Seacoast Natioadhpred with Publix, a major grocery chain in stete of Florida, to offer free access at
1,000 Publix ATMs within the state of Florida. Qiebit cards are accepted wherever VISA is accepted.

Seacoast National's “MoneyPhongjstem allows customers to access information ein tban or deposit account balances, tral
funds between linked accounts, make loan paymantsyerify deposits or checks that may have cleakdver the telephone. This servic
available 24 hours a day, seven days a week.




In addition, customers may access banking infolwnatiia Seacoast National's Customer Service C{H@&BC”) 24 hours a da
seven days a week. Our CSC staff is available an@xcounts, take applications for certain typelafs, resolve account issues, and
information on other bank products and servicesxtsting and potential customers.

We also offer Internet and Mobile banking to bussand retail customers. These services allow EuEs®t0 access transactic
information on their deposit accounts, review l@a deposit balances, transfer funds between liakedunts and make deposits to and
payments from a deposit account, all over the haeor their Mobile device, 24 hours a day, sevaysda week. Seacoast National
significantly expanded its technology platform d@hd products offered to its customers by introdgdigital deposit capture on smart pho
launching new consumer and business tablet and len@tatforms, rebranding its website, and enhandisgautomatic teller machi
capabilities.

Seacoast National also provides brokerage and gneeiivices. Seacoast National personnel involvitd the sale of these servi
are dual employees with Invest Financial Corpomtitne company through which Seacoast Nationalepths conducts its brokerage ¢
annuity services.

We have seven indirect, wholly-owned subsidiaries:

« FNB Insurance Services, Inc. (“FNB Insurance”)jraactive subsidiary, which was formed to providsurance agency services;

« South Branch Building, Inc., which is a generaltpar in a partnership that constructed a brandiitfaof Seacoast National;

e TCoast Holdings, LLC, BR West, LLC, and TC Propewvgntures, LLC, each of which was formed to own aperate certa
properties acquired through foreclosure. TC Stuar, similar in operation, was dissolved in thatstof Florida on April 2!
2013;

« Commercial Business Finance, Inc. (“CBF8),receivables factoring company, acquired in theNBshares acquisition, tF
provides working capital financing for small to nmeu sized businesses; a

« BankFIRST Realty, Inc., acquired in the BANKshaagsguisition, which owns and operates certain pt@xacquired throug
foreclosure

The operations of each of these direct and indsebsidiaries represented less than 10% of ourotidased assets and contributed
than 10% to our consolidated revenues in 2014.

We directly own all the common equity in six statyttrusts relating to our trust preferred secesiti

« SBCF Capital Trust I, formed on March 31, 2005tfa purpose of issuing $20 million in trust preéerisecurities;

« SBCF Statutory Trust Il, formed on December 16,32 the purpose of issuing $20 million in trustferred securities;
« SBCF Statutory Trust Ill, formed on June 29, 2007the purpose of issuing $12 million in trust greéd securities;

« BankFIRST (FL) Statutory Trust I, formed on Decemhi®, 2002 for the purpose of issuing $5.2 milliontrust preferre
securities




o BankFIRST (FL) Statutory Trust Il, formed on Marsh2004 for the purpose of issuing $4.1 milliortrinst preferred securitie
and

« The BANKshares Capital Trust I, formed on Decemb®r 2005, also for the purpose of issuing $5.2iomllin trust preferre
securities

We have operated an office of Seacoast Marine Emdivision, a division of Seacoast National, in Eauderdale, Florida sin
February 2000. Offices in California that have baeoperation since November 2002 were closedatetid of 2014, but Seacoast Nati
continues to have representation in California, Nifagon and Arizona. Seacoast Marine Finance Diwviss staffed with experienced mai
lending professionals with a marketing emphasismarine loans of $200,000 and greater, with the rigjof loan production sold
correspondent banks on a non-recourse basis.

Our principal offices are located at 815 Coloradeerue, Stuart, Florida 34994, and the telephonebeumt that address is (772) 287
4000. We and our subsidiary Seacoast National miairinternet websites at www.seacoastbanking.cowmww.seacoastbank.com anc
www.seacoastnational.conrespectively. We are not incorporating the infation on our or Seacoast Natiorsalvebsite into this report, a
none of these websites nor the information appgannthese websites is included or incorporatedriis a part of, this report.

We make available, free of charge on our corposeiesite, our Annual Report on Form 10-K, quartegigorts on Form 1@, curren
reports on Form &, and any amendments to those reports filed arighed pursuant to Section 13(a) or 15(d) of theharge Act, as soon
reasonably practicable after we electronically $ileh material with or furnish it to the SEC.

Employees

As of December 31, 2014, we and our subsidiarieggl@yad 579 fulltime equivalent employees. We consider our emplogksion:
to be good, and we have no collective bargainimgegents with any employees.

Expansion of Business

Over the years, we have expanded our productsemites to meet the changing needs of the variegsments of our market, and
presently expect to continue this strategy. We reysmnded geographically through the addition ohdeo branches. We also, from time
time, have acquired banks, bank branches and depasd have opened new branches and commeraiihépoffices.

In 2002, we entered Palm Beach County by estahlishinew branch office. On April 30, 2005, we acggiiCentury National Bank
commercial bank headquartered in Orlando, Flo@ntury National Bank operated as our wholly owseldsidiary until August 2006 whet
was merged with Seacoast National.

In April 2006, we acquired Big Lake National BarfBig Lake”), a commercial bank headquartered in Okeechobedd&]dnlanc
from our Treasure Coast markets, with nine officeseven counties. Big Lake was merged with Seaddatsonal in June 2006.

In October 2014, we acquired BankFIRST, a commklmak headquartered in Winter Park, Florida, witlelve offices in fivi
counties in Central Florida. BankFIRST was mergét ®eacoast National in October 2014.




Florida law permits statewide branching, and SestcNational has expanded, and anticipates futuparesion, by opening additiol
bank offices and facilities, as well as by acqiositof other financial institutions and branchemc® 2002, we have opened and acquire
new offices in 14 counties of Florida. With techog} improvements and changes, we have also raizedabur branch footprint by closing ¢
consolidating less productive branches. Since 20@&7have closed 16 offices in seven counties ofiddg with five offices consolidated
December 2014, two offices consolidated in Jan2é3 and three additional offices consolidatedrdythe last six months of 2012. Dur
2013, we opened five new commercial lending offitesur larger metropolitan locations in Floridaitiwthree opened in Orlando, one in
Lauderdale and one in Boca Raton. The Seacoash#&l&inance Division operates a loan productiorceffn Ft. Lauderdale, Florida, and
representation in California, Washington and AraoRor more information on our branches and offamss “Item 2. PropertiesAs part of ou
overall strategic growth plan, we intend to reglyl&valuate possible mergers, acquisitions andratkpansion opportunities. We believe
with the current economic environment, there wéllrhany opportunities for us to acquire and conatdidther financial institutions in the St
of Florida.

Seasonality; Cycles

We believe our commercial banking operations ameesghat seasonal in nature. Investment managemen@fed deposits often pe
in the first and second quarters, and often aresvwn the third quarter. Transactional fees frosrahants, and ATM and debit card use
typically peak in the first and second quartershlitudeposits tend to increase with tax collectionghe first and fourth quarters and declin
a result of spending thereafter.

Deposits also tend to increase due to hurrican@ssasers disburse insurance proceeds more quibkly hurricaneelated damage
repaired. No major hurricanes occurred between 20@62014; as a result, deposit trends were m@iealythan during 2004 and 2005, w
major hurricanes hit our coastal market areasjhgattd an increase in deposits.

Commercial and residential real estate activitynded, prices and sales volumes are less seasahabanbased upon various fact
including economic conditions, interest rates amdlit availability.

Competition

We and our subsidiaries operate in the highly cditipe markets of Martin, St. Lucie, Indian RiveBrevard, Palm Beach a
Broward Counties, in southeastern Florida and & @mlando metropolitan statistical area in Orar@eminole and Lake County, as wel
Volusia County. We also operate in five competitoeinties in central Florida near Lake OkeechoBeacoast National not only compt
with other banks of comparable or larger size énnitarkets, but also competes with various othebaok financial institutions, includii
savings and loan associations, credit unions, ragggcompanies, personal and commercial financiaipemies, peer to peer lend
businesses, investment brokerage and financiabavfirms and mutual fund companies. We competaéposits, commercial, fiduciary ¢
investment services and various types of loansather financial services. Seacoast National alsopmies for interedtearing funds with
number of other financial intermediaries and inesit alternatives, including mutual funds, brokeragd insurance firms, governmental
corporate bonds, and other securities. Continuedalmation, and rapid technological changes, withie financial services industry will m
likely change the nature and intensity of compatitihat we face, but can also create opporturiitiesis to demonstrate and exploit what
believe are our competitive advantages.




Our competitors include not only financial instituts based in the State of Florida, but also a rarmblarge out-otate and foreic
banks, bank holding companies and other finanaistitutions that have an established market presenthe State of Florida, or that of
products by mail, telephone or over the Internesniyl of our competitors are engaged in local, regjiomational and international operati
and have greater assets, personnel and other cesoBome of these competitors are subject tor&ggdation and/or more favorable
treatment than us. Many of these institutions rgreater resources, broader geographic marketsighdriending limits than us and may o
services that we do not offer. In addition, thesgtifutions may be able to better afford and malaader use of media advertising, sup
services, and electronic and other technology tisanTo offset these potential competitive disadeges, we depend on our reputation €
independent, “superommunity bank headquartered locally, our perseeafice, our greater community involvement and atility to mak
credit and other business decisions quickly andllpc

Supervision and Regulation

Bank holding companies and banks are extensivelylaged under federal and state law. This discassigualified in its entirety t
reference to the particular statutory and regwagmovisions below and is not intended to be anaestive description of the statutes
regulations applicable to us and Seacoast Nati®ralsiness. As a bank holding company under fedavgl we are subject to regulati
supervision and examination by the Federal Resekgea national bank, our primary bank subsidiargac®ast National, is subject
regulation, supervision and examination by the @@ffof the Comptroller of the Currency (“OCCTh addition, as discussed in more dt
below, Seacoast National and any other of our didrges that offer consumer financial products dcug subject to regulation, supervision,
examination by the Consumer Financial ProtectioreBu (“CFPB”).Supervision, regulation, and examination of usc8ast National and o
respective subsidiaries by the bank regulatory @igerare intended primarily for the protection ohsumers, bank depositors and the De
Insurance Fund (“DIF"pf the FDIC, rather than holders of our capitatktorhe following summarizes certain of the mor@damant statutor
and regulatory provisions. Substantial changesh® regulatory framework applicable to us and oubsiliaries were passed by
U.S. Congress in 2010. These changes have beewilhisdntinue to be implemented, by various regoitg agencies. For a discussion of <
changes, see “Recent Regulatory Developmdmtddw. The full effect of the changes in the apgihie laws and regulations, as implemente
the regulatory agencies, cannot be fully predicted could have a material adverse effect on ounbsis and results of operations.

We are required to comply with various corporatgegnance and financial reporting requirements utlkderSarbane®xley Act o
2002, as well as rules and regulations adoptedhéSEC, the Public Company Accounting OversightrBoand Nasdag. In particular, we
required to include management and independerdgtezgd public accounting firm reports on interrahteols as part of our Annual Report
Form 10-K in order to comply with Section 404 oé tBarbane®xley Act. We have evaluated our controls, inclgdaompliance with the SE
rules on internal controls, and have and expecbtdinue to spend significant amounts of time amh@y on compliance with these rules.
failure to comply with these internal control rulesly materially adversely affect our reputatiorilitghto obtain the necessary certification:
financial statements, and the values of our seesriThe assessments of our financial reportingrotanas of December 31, 2014 are inclt
in this report under “Section 9A. Controls and Rahares.”
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Recent Regulatory Devel opments

The Dodd-Frank Wall Street Reform and Consumer Protection Act of 2010

On July 21, 2010, President Obama signed into kevxodd-Frank Act. The Dodérank Act has and will continue to have a bi
impact on the financial services industry, impossignificant regulatory and compliance changes,ittiy@osition of increased capital, lever
and liquidity requirements, and numerous other igious designed to improve supervision and ovetsafh and strengthen safety ¢
soundness within, the financial services sectodii@hally, the DoddFrank Act establishes a new framework of authddtgonduct system
risk oversight within the financial system to betdbuted among new and existing federal regulatgggncies, including the Financial Stab
Oversight Council, (the “Oversight Council”), thederal Reserve, the OCC and the FDIC. Certain rexpgnts of the Dod&rank Act hav
been implemented, while others will be implemertigdegulators in the coming years. Provisions efBtoddFrank Act that have or are like
to affect our operations or the operations of Sasichlational include:

« Creation of the CFPB with centralized authorityliling examination and enforcement authority,donsumer protection in t
banking industry

« New limitations on federal preemptic

« New prohibitions and restrictions on the abilityaobanking entity and nonbank financial compangrigage in proprietary tradi
and have certain interests in, or relationships véathedge fund or private equity fund (“Volcker Rule”).

« Application of new regulatory capital requiremenitgluding changes to leverage and fidsed capital standards and chang
the components of permissible tiered cap

« Requirement that holding companies and their sidrgicbanks be well capitalized and well managediider to engage
activities permitted for financial holding compasi

« Changes to the assessment base for deposit insysegmmiums.
« Permanently raising the FDIC's standard maximurrasce amount to $250,000.

« Restrictions on compensation, including a protbiton incentivebased compensation arrangements that encourage apajacte
risk taking by covered financial institutions tlzae deemed to be excessive, or that may lead ®riadbsses

« Requirement that sponsors of asset-backed sesuttigin a percentage of the credit risk underlyimegsecurities.

« Requirement that banking regulators remove refa®nc and requirements of reliance upon credihgatfrom their regulatiol
and replace them with appropriate alternative®f@luating creditworthines

The following items provide a further descriptiohcertain relevant provisions of the Doéidank Act and their potential impact on
operations and activities, both currently and peatipely.

11




Creation of New Governmental AuthoritieS.he DoddFrank Act created various new governmental autiesrguch as the Oversi
Council and the CFPB, an independent regulatorhicaity housed within the Federal Reserve. The CRB8 broad authority to regulate
offering and provision of consumer financial proucthe CFPB has rulemaking authority for a ranfjeomsumer financial protection la
(such as the Truth in Lending Act, the Electronimés Transfer Act and the Real Estate Settlemartdéures Act, among others) transfe
from the federal prudential banking regulatorsi® €FPB on that date. The DoBidank Act gave the CFPB authority to supervise examint
depository institutions with more than $10 billion assets for compliance with these federal consuaves. The authority to supervise
examine depository institutions with $10 billion ss in assets for compliance with federal consulaws remains largely with thc
institutions’ primary regulators. However, the CFRRy participate in examinations of these smalistitutions on a “sampling basiahd ma
refer potential enforcement actions against sudhititions to their primary regulators. The CFPBoahas supervisory and examina
authority over certain nonbank institutions thaeotonsumer financial products. The Ddeihnk Act identifies a number of covered nonk
institutions, and also authorizes the CFPB to iflemidditional institutions that will be subject s jurisdiction. Accordingly, the CFPB m
participate in examinations of Seacoast Nationdiclvcurrently has assets of less than $10 billaovd could supervise and examine our ¢
direct or indirect subsidiaries that offer consunfieancial products or services. In addition, thedD+rank Act permits states to ad
consumer protection laws and regulations that #ietey than those regulations promulgated by tf#B, and state attorneys general
permitted to enforce consumer protection rules satbpy the CFPB against certain institutions.

Limitation on Federal Preemption.The DoddFrank Act significantly reduced the ability of r@tal banks to rely upon fede
preemption of state consumer financial laws. Algjioithe OCC will have the ability to make preemptideterminations where cert
conditions are met, the broad rollback of federaemption has the potential to create a patchwbfkderal and state compliance obligatic
This could, in turn, result in significant new réafory requirements applicable to us, with attendawstential significant changes in «
operations and increases in our compliance cosisould also result in uncertainty concerning cdarpte, with attendant regulatory
litigation risks.

Mortgage Loan Origination and Risk RetentiolThe DoddFrank Act contains additional regulatory requiretsehat may affect o
mortgage origination and servicing operations, ltesuincreased compliance costs and may impaceénmee. For example, in addition
numerous new disclosure requirements, the Dedahtk Act imposed new standards for mortgage la@ginations on all lenders, includi
banks, in an effort to strongly encourage lendengetify a borrower’s ability to repay. The CFPBshasued rules that implement this “ability-
to-repay” requirement and provide lenders with @ction from liability for “qualified mortgages,” agquired by the Dodé&+ank Act. Mos
significantly, the new “qualified mortgagetandards, which took effect on January 10, 20&#4eplly limit the total points and fees that
and/or a broker may charge on conforming and juiobos to 3% of the total loan amount. Also, the @&dank Act, in conjunction with tt
Federal Reserve’final rule on loan originator compensation, pbiisi certain compensation payments to loan origisatind steerir
consumers to loans not in their interest becauseélliresult in greater compensation for a loangorator. In addition, the CFPB has iss
additional rules pertaining to loan originator canpation, and that established qualification, tegfisn and licensing requirements for |
originators. These standards will result in a ngyrad new system, pricing, and compensation confrolsrder to ensure compliance ant
decrease repurchase requests and foreclosure eefémsaddition, the banking regulators that hageed final rules that require the securi
of asset-backed securities to retain not less Shaercent of the credit risk of the assets colidizing the assdbacked securities, unless suhb
to an exemption for asset-backed securities thatcallateralized exclusively by residential mortgaghat qualify asdualified residenti
mortgages.”
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Corporate Governance.The DoddFrank Act addresses many investor protection, gatpaovernance, and executive compens
matters that will affect most U.S. publicly tradesimpanies. The DodErank Act (1) grants shareholders of U.S. publichded companies
advisory vote on executive compensation; (2) engsinedependence requirements for Compensation Cieminembers; and (3) requi
companies listed on national securities exchamngeslopt incentivdsased compensation clawback policies for execuiffieers. Additionally
the Dodd-Frank Act requires federal regulatorsstué regulations or guidelines to prohibit incesyiased compensation arrangements
encourage inappropriate risk taking by providingessive compensation or that may lead to matersakls at certain financial institutions v
$1 billion or more in assets. However, regulatoaséhyet to issue final rules on the topic. FurtherJune 2010, the regulators issue
comprehensive final guidance designed to ensuteinbantive compensation policies do not underntiree safety and soundness of ban
organizations by encouraging employees to take udgat risks. This regulation significantly restsithe amount, form, and context in wt
we pay incentive compensation to our employees.

Deposit Insurance. The DoddFrank Act permanently raised the standard maximusarance amount to $250,000. Amendmer
the Federal Deposit Insurance Act (the “FDIAIs0 revise the DIF assessment base to be thegaveoasolidated total assets less its avt
tangible equity. This has shifted the burden ofad#iinsurance premiums toward those depositoytiti®ns that rely on funding sources of
than U.S. deposits. Additionally, the Dodd-Frank Aade changes to the minimum designated resetiee(fARR”) of the DIF, increasing tl
minimum DRR, eliminated the requirement that thel&pay dividends to depository institutions wherm tleserve ratio exceeds cer
thresholds, and modified or eliminated certain stfients. Additionally, the DodBrank Act repealed the prohibition on the payménni@res
on demand deposits.

Capital StandardsWe are required to comply with higher minimum cabitequirements as of January 1, 2015. These néss
(“Revised Capital Rules”) implement the Dodd-Frakdt including the “Collins Amendmentadnd a separate international regulatory re:
known as “Basel IlI” yhich is discussed below). The Collins Amendmemjuieed that the appropriate federal banking agesneiablis
minimum leverage and ridkased capital requirements on a consolidated f@asiasured depository institutions and their holflicompanie
As a result, we and Seacoast National are sulgjebetsame capital requirements, and must inchielsame components in regulatory capital.

Shareholder Say-On-Pay Voté&he DoddFrank Act requires public companies to take shddens' votes on proposals addres
compensation (known as say-on-pay), the frequeheysay-onpay vote, and the golden parachutes available @éowives in connection wi
change-ineontrol transactions. Public companies must giarediolders the opportunity to vote on the compémsatt least every three ye
and the opportunity to vote on frequency at least\esix years, indicating whether the saygay vote should be held annually, biennially
triennially. The first say-on-pay vote occurredoat 2011 annual shareholders meeting. The say-pntpba say-on-parachute and the say-ol
frequency votes are explicitly nonbinding and carowerride a decision of our board of directors.

While many of the requirements called for in thedB&rank Act have been implemented, others will cardgito be implemented o\
time. Given the extent of the changes brought albguthe DoddFrank Act and the significant discretion affordedféderal regulators
implement those changes, we cannot fully predietektent of the impact such requirements will haweur operations. The changes resu
from the DoddFrank Act may impact the profitability of our buess activities, require changes to certain of augiress practices, impc
upon us more stringent capital, liquidity and lexgs requirements or otherwise adversely affectosiness. These changes may also re
us to invest significant management attention arsburces to evaluate and make any changes necégsemynply with new statutory a
regulatory requirements. Failure to comply with tlev requirements may negatively impact our rexfltsperations and financial conditi
While we cannot predict what effect any presentimtemplated or future changes in the laws or reigua or their interpretations would hi
on us, these changes could be materially adversertmvestors.
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Volcker Ruleln December 2013, the Federal Reserve and othetategs jointly issued final rules implementing vggments of
new Section 13 to the Bank Holding Company Act, ownly referred to as the “Volcker Rulélhe Volcker Rule generally prohibits us i
our subsidiaries from (i) engaging in proprietargding for our own account, and (ii) acquiring @taining an ownership interest in
sponsoring a “covered funddll subject to certain exceptions. The Volcker Railgo specifies certain limited activities in whiale and ot
subsidiaries may continue to engage, and may reqgudrto implement a compliance prograrhe regulators provided for a Volcker R
conformance date of July 21, 2015. Conformance thighprovisions prohibiting certain “covered fun@gtivities has since been extended
Federal Reserve Board order that provided for aension of the Volcker Rule conformance period liegacy ownership interests ¢
sponsorship of covered funds until July 21, 2016e Federal Reserve Board expressed its intentiogrdot the last available statut
extension for such covered funds activities untiy 21, 2017, by an order to be issued later in5201

Basel Il

As a result of the Dodd-Frank Ast'Collins Amendment, we and Seacoast National abjest to the same regulatory cay
requirements. Prior to January 1, 2015, the biaked capital guidelines that apply to us are bagenh the 1988 capital accord of
international Basel Committee on Banking Supervisim committee of central banks and bank superviss implemented by the U.S. fed
banking agencies on an interagency basis. In 20@8banking agencies collaboratively began to pirasapital standards based on a se
capital accord (“Basel II") for large or “coréfiternational banks (generally defined for U.S.qmses as having total assets of $250 billic
more or consolidated foreign exposures of $10dwillbr more). Basel || emphasizes internal assedsofienedit, market and operational risk
well as supervisory assessment and market diseiplidletermining minimum capital requirements.

On September 12, 2010, the Group of Governors azatisl of Supervision, the oversight body of the B&senmittee on Bankir
Supervision, announced agreement to a strengthesteof capital requirements for internationallyiaetbanking organizations in the Uni
States and around the world (“Basel IliH. July 2013, U.S. regulators issued the Revisepit@laRules, which implement Basel lll, as wel
capital requirements set forth in the Dodd-Frank Ac

The following is a brief description of the relevgmovisions of the Revised Capital Rules and tpetential impact on our capi
levels. Among other things, the Revised CapitakR(l) introduce a new capital measure called “Comiaquity Tier 1" (“CET1"), {i) specify
that Tier 1 Capital consist of CET1 and “Additioréer 1 Capital”instruments meeting certain requirements, (ii))imefCET1 narrowly b
requiring that most deductions/adjustments to r@guy capital measures be made to CET1 and ndteetother components of capital and
expand the scope of the deductions/adjustments éagpital as compared to existing regulation thatlyapo the Company and other bank
organizations.

New Minimum Capital Requiremeni&he Revised Capital Rules require the followindiaiminimum capital ratios as of Januar
2015:

» 4.5% CETL1 to risk-weighted assets.
« 6.0% Tier 1 capital to risk-weighted assets.
« 8.0% Total capital to risk-weighted assets.

Capital Conservation Buffer. The Revised Capital Rules also introduce a neapital conservation bufferomposed entirely
CET1, on top of the minimum riskeighted asset ratios, which is designed to abtmsbes during periods of economic stress. Bat
organizations with a ratio of CET1 to rigkeighted assets above the minimum but below thgataypnservation buffer will face constraints
dividends, equity repurchases and compensatiordlmséhe amount of this difference.
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When fully phased in on January 1, 2019, the Revi3apital Rules will require us and Seacoast Natitm maintain (i) a minimu
ratio of CET1 to riskweighted assets of 7% (4.5% attributable to CETi fthe 2.5% capital conservation buffer); (i) animum ratio of Tier
capital to riskweighted assets of at least 8.5% (6.0% attributabl€ier 1 capital plus the 2.5% capital consensatbuffer), (iii) a minimur
ratio of Total capital (that is, Tier 1 plus Tiert® riskweighted assets of at least 10.5% (8.0% attribatabiTotal capital plus the 2.5% car
conservation buffer) and (iv) a minimum leveraggoraf 4%, calculated as the ratio of Tier 1 capiteaverage assets (as compared to a ci
minimum leverage ratio of 3% for banking organiaas that either have the highest supervisory ratingave implemented the appropr
federal regulatory authority's risk-adjusted meadar market risk).

Regulatory Deductions.The Revised Capital Rules provide for a numbedeasfuctions from and adjustments to CET1, includire
requirement that mortgage servicing rights, detert@x assets arising from temporary differenced toalld not be realized through
operating loss carrybacks and significant investsiém noneonsolidated financial entities be deducted fromlTCEo the extent that any c
such category exceeds 10% of CET1 or all such oategin the aggregate exceed 15% of CET1. Impl¢atien of the deductions and ot
adjustments to CET1 began on January 1, 2015 alhdbevphased-in over a thrgear period (beginning at 40% on January 1, 201ba
additional 20% per year thereafter until fully pbdsn at January 1, 2018).

The Revised Capital Rules also preclude countimgaicehybrid securities, such as trust preferredigties, as Tier 1 capital of bank
thrift holding companies. However, for bank or thhiolding companies that had assets of less thanb#llion as of December 31, 2009 like
trust preferred securities issued prior to May 2®10 can be treated as Tier 1 capital to the extatitthey do not exceed 25% of Tier 1 ca
after applying all capital deductions and adjustteen

Bank Holding Company Regulation

As a bank holding company, we are subject to sugiervand regulation by the Federal Reserve urtieBHC Act. Bank holdin
companies generally are limited to the businesdastking, managing or controlling banks, and othetivities that the Federal Rese
determines to be closely related to banking, oragang or controlling banks as to be a proper intideereto. We are required to file with
Federal Reserve periodic reports and such othernmidtion as the Federal Reserve may request. Omgripervision is provided throu
regular examinations by the Federal Reserve angr atieans that allow the regulators to gauge managgsmability to identify, assess &
control risk in all areas of operations in a safd aound manner and to ensure compliance with égsregulations. The Federal Reserve
also examine our non-bank subsidiaries.

Expansion and Activity LimitationdJnder the BHC Act, a bank holding company is galte permitted to engage in, or acquire di
or indirect control of more than 5 percent of tliéivg shares of, any company engaged in the fofigveictivities:

« banking or managing or controlling banks.
» furnishing services to or performing services for subsidiaries; and

« any activity that the Federal Reserve determind®tso closely related to banking as to be a priopétent to the business of
banking, including

. factoring accounts receivak

. making, acquiring, brokering or servicing loans aisdal related activitie
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. leasing personal or real proper

. operating a nc-bank depository institution, such as a savingsaason;

. performing trust company functior

. providing financial and investment advisory actest

. conducting discount securities brokerage activi

. underwriting and dealing in government obligatiansl money market instrumen

. providing specified management consulting and celims activities;

. performing selected data processing services gobstiservices

. acting as agent or broker in selling credit life insurareoed other types of insurance in connection witbdi
transactions

. performing selected insurance underwriting acti

. providing certain community development activitigsich as making investments in projects designedapily to

promote community welfare); an
. issuing and selling money orders and similar cores-type payment instrumen

With certain exceptions, the BHC Act prohibits anbaolding company from acquiring direct or indiresvnership or control
voting shares of any company which is not a bankamk holding company, and from engaging directlyndirectly in any activity other thi
banking or managing or controlling banks or perfiognservices for its authorized subsidiaries. Alb&elding company, may, howev
engage in or acquire an interest in a companyahaages in activities which the Federal Reservalbgesmined by regulation or order to b
closely related to banking or managing or contngllbanks as to be a proper incident thereto.

The Gramm-Leach-Bliley Act of 1999 (the “GLBY%ubstantially revised the statutory restrictiongasating banking activities frc
certain other financial activities. Under the Gli&nk holding companies that are “well-capitalizadd “well-managed’as defined in Fedel
Reserve Regulation Y, which have and maintain $$attory” ratings under the Community Reinvestment Act of 7,98s amended (t
“CRA"), and meet certain other conditions, can tlax become “financial holding companiesFinancial holding companies and tt
subsidiaries are permitted to acquire or engageciivities such as insurance underwriting, se@sitinderwriting, travel agency activitie:
broad range of insurance agency activities, metdbamking, and other activities that the FederaldRee determines to be financial in natur
complementary thereto. In addition, under the memthanking authority added by the GLB and FedReslerve regulation, financial hold
companies are authorized to invest in companies ghgage in activities that are not financial irtune@, as long as the financial hold
company makes its investment with the intentiofiroiting the term of its investment and does nonage the company on a dayeay basis
and the invested company does not cross-market avithof the financial holding compasycontrolled depository institutions. Finan
holding companies continue to be subject to supemviand regulation of the Federal Reserve, butahB applies the concept of functio
regulation to the activities conducted by subsidirFor example, insurance activities would bgestiio supervision and regulation by s
insurance authorities. While we have not becomaan€ial holding company, we may elect to do sdahia future in order to exercise
broader activity powers provided by the GLB. Bamkay also engage in similar “financial activitiedirough subsidiaries. The GLB a
includes consumer privacy provisions, and the faldbank regulatory agencies have adopted extermivacy rules implementing the
statutory provisions.
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The BHC Act permits acquisitions of banks by bawkdmg companies, such that we and any other bafdirg company, wheth
located in Florida or elsewhere, may acquire a blackted in any other state, subject to certainodigpercentage, age of bank cha
requirements, and other restrictions. Federal |B® permits national and statbartered banks to branch interstate through aitiguis of
banks in other states. Florida’s Interstate Bramghict (the “Florida Branching Actpermits interstate branching. Under the FloridanBhanc
Act, with the prior approval of the Florida Depaemt of Banking and Finance, a Florida bank maybéista maintain and operate one or n
branches in a state other than the State of FIgidsuant to a merger transaction in which theid#obank is the resulting bank. In addition,
Florida Branching Act provides that one or morerigl@ banks may enter into a merger transaction wiith or more out-oftate banks, and
out-ofstate bank resulting from such transaction may tasirand operate the branches of the Florida blaakparticipated in such merger.
out-ofstate bank, however, is not permitted to acquiFéoaida bank in a merger transaction, unless tleidd bank has been in existence
continuously operated for more than three years.

Support of Subsidiary Banks by Holding CompaniEsderal Reserve policy requires a bank holdingpany to act as a source
financial and managerial strength and to presemgepmotect its bank subsidiaries in situations whalditional investments in a troubled b
may not otherwise be warranted. Notably, the Dodthk Act has codified the Federal Reserve’s “sowfcstrength”doctrine; this statuto
change became effective July 21, 2011. In additio®,Dodd-Frank Acs new provisions authorize the Federal Reservedaire a compar
that directly or indirectly controls a bank to submeports that are designed both to assess thigyatfi such company to comply with
“source of strength” obligations and to enforce tloenpanys compliance with these obligations. In additionder the Financial Institutio
Reform, Recovery and Enforcement Act of 1989 (“FEXR), where a bank holding company has more than one datikift subsidiary, eac
of the bank holding comparg/’subsidiary depository institutions are respomesilolr any losses to the FDIC resulting from anliaffic
depository institutiors failure. Accordingly, a bank holding company ni@y required to loan money to its bank subsidiarnethe form o
capital notes or other instruments that qualifgagital under bank regulatory rules. However, aans from the bank holding company to ¢
subsidiary banks likely will be unsecured and sdbted to such bank’s depositors and perhapsher oteditors of the bank.

Capital Requirements

Prior to January 1, 2015, we and Seacoast Natiweed subject to riskased capital guidelines issued by the FederalrResad th
OCC for bank holding companies and national bardspectively. These guidelines required a minimatiorof capital to riskveighted asse
(including certain off-balanceheet activities, such as standby letters of grediB%. At least half of the total capital mustvhaconsisted «
common equity, retained earnings and a limited arhotiqualifying preferred stock, less goodwill arettain core deposit intangiblesT{ér 1
capital”). The remainder may have consisted of qoalifying preferred stock, qualifying subordinatpeérpetual, and/or mandatory converi
debt, term subordinated debt and intermediate praferred stock and up to 45% of pretax unrealtaglding gains on available for sale eq
securities with readily determinable market valtiet are prudently valued, and a limited amourarof loan loss allowance (“Tier 2 capital”
and, together with Tier 1 capital, “Total Capitalf)nder these rules, the Federal Reserve has staedier 1 voting common equity should
the predominant form of capital.
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In addition, the Federal Reserve and the OCC askedal minimum leverage ratio guidelines for banlkdimg companies and natiol
banks, which provide for a minimum leverage rafidi@r 1 capital to adjusted average quarterly @sgéeverage ratio”equal to 3%, plus :
additional cushion of 1.0% to 2.0%, if the institut has less than the highest regulatory ratinge ghidelines also provided that instituti
experiencing internal growth or making acquisitiom$l be expected to maintain strong capital posi§ substantially above the minim
supervisory levels without significant reliance oriangible assets. All bank holding companies aadkb are expected to hold cayf
commensurate with the level and nature of theksrisncluding the volume and severity of their desb loans, and higher capital may
required as a result of an institution’s risk plefi

As noted above in “Basel llI'the capital requirements applicable to us and Seaddational have changed effective January 1,
in important respects as a result of the Revisepit@laRules, which implement provisions of the Ddeldnk Act and Basel Ill. Moreow
reflecting the importance that regulators placexamaging capital and other risks, the banking agentave adopted rules and guidanci
stress testing for banking organizations with ntbhe: $10 billion in total consolidated assets;régulatory guidance outlines four “high-level”
principles for stress testing practices that shdadda part of a banking organization’s stresding framework. The guidance calls for
framework to (i) include activities and exercisbkattare tailored to the activities of the organaat (i) employ multiple conceptually sou
activities and approaches; (iii) be forward-lookiagd flexible; and (iv) be clear, actionable, walpported, and used in the decisiakinc
process.

FDICIA and Prompt Corrective Action

The Federal Deposit Insurance Corporation Improvemet of 1991 (“FDICIA”), among other things, requires the federal |
regulatory agencies to take “prompt correctiveactregarding depository institutions that do not nmagtimum capital requirements. FDIC
establishes five regulatory capital tiers: “welpitalized”, “adequately capitalized”, “undercapitald”, “significantly undercapitalized anc
“critically undercapitalized”. A depository insttion’s capital tier will depend upon how its capitalds/compare to various relevant caj
measures and certain other factors, as establishedgulation. The FDICIA imposes progressively enoestrictive restraints on operatic
management and capital distributions, dependintpercategory in which an institution is classified.

All of the federal bank regulatory agencies havepaeld regulations establishing relevant capitalsuess and relevant capital le
for federally insured depository institutions. Undbe regulations effective prior to January 1, 204 national bank will be (i)well
capitalized” if it has a total riskased capital ratio of 10% or greater, a Tier litahpatio of 6% or greater, and a leverage rafiatdeast 5%
and is not subject to any written agreement, orcigpital directive, or prompt corrective actionetitive by a federal bank regulatory agenc
meet and maintain a specific capital level for aapital measure; (ii) “adequately capitalized"tihas a total risbbased capital ratio of 8%
greater, a Tier 1 capital ratio of 4% or greater] @ leverage ratio of 4% or greater (3% in certailnumstances) and does not mee!
definition of a “well capitalized” bank; (iii) “unercapitalized” if it has a total riskased capital ratio of less than 8% or a Tier itabgmtio o
less than 4% or a leverage ratio that is less #8ar§3% in certain circumstances); (iv) “significgnindercapitalized” if it has a total ridkase:
capital ratio of less than 6% or a Tier | capitgio of less than 3%, or a leverage ratio of lés®1t3%; or (v) “critically undercapitalizedf’its
tangible equity is equal to or less than 2% of agerquarterly tangible assets. In order to qualifyvelleapitalized or adequately capitaliz
an insured depository institution must meet alethminimum requirements. At each successively loveguital tier, increasingly stringe
corrective actions are or may be required. Therfddmnk regulatory agencies have authority to ireqadditional capital.
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Notably, the Revised Capital Rule updated the ptotoprective action framework to correspond to thie’s new minimum capit
thresholds, which took effect on January 1, 201%déys this new framework, (i) a wedhpitalized insured depository institution is orihg ¢
total risk-based capital ratio of 10 percent oratee, a Tier 1 riskased capital ratio of 8 percent or greater, a C&afital ratio of 6.5 perce
or greater, a leverage capital ratio of 5 percemreater and that is not subject to any order rittem directive to meet and maintain a spe
capital level for any capital measure; (ii) an adsgly-capitalized depository institution is one havingal risk based capital ratio of 8 perc
or more, a Tier 1 capital ratio of 6 percent or e@@ CET1 capital ratio of 4.5 percent or more, ahelerage ratio of 4 percent or more; (iii
undercapitalized depository institution is one hgva total capital ratio of less than 8 percenfjea 1 capital ratio of less than 6 percer
CET1 capital ratio of less than 4.5 percent, og\weiage ratio of less than 4 percent; and (ivgaiitantly undercapitalized institution is ¢
having a total riskbased capital ratio of less than 6 percent, a Tieapital ratio of less than 4 percent, a CET borafiless than 3 percent c
leverage capital ratio of less than 3 percent. Rheised Capital Rules retain the 2 percent threksfoyl critically undercapitalized institutior
but make certain changes to the framework for d¢afitiy an institution’s ratio of tangible equity tmtal assets.

As of December 31, 2014, the consolidated captis of Seacoast and Seacoast National werelaws/fol

Regulatory Seacoas Seacoas
Minimum (Consolidated National
Tier 1 capital ratic 4.C% 15.3%% 13.4€%
Total risk-based capital rati 8.C% 16.25% 14.32%
Leverage ratic 3.C-5.C% 10.32%% 9.04%

FDICIA generally prohibits a depository institutiftom making any capital distribution (includingymaent of a dividend) or payil
any management fee to its holding company if thpoditory institution would thereafter be undercalmed. Undercapitalized deposit
institutions are subject to growth limitations aak required to submit a capital restoration planapproval within 90 days of becom
undercapitalized. For a capital restoration plaféoacceptable, the depository institutparent holding company must guarantee the
institution will comply with such capital restorati plan. The aggregate liability of the parent mdcompany is limited to the lesser of 5%
the depository institutios’ total assets at the time it became undercamthind the amount necessary to bring the institutito complianc
with applicable capital standards. If a depositamgtitution fails to submit an acceptable plan,ist treated as if it is significant
undercapitalized. If the controlling holding compgdails to fulfill its obligations under FDICIA anfiles (or has filed against it) a petition un
the federal Bankruptcy Code, the claim for suchility would be entitled to a priority in such bamltcy proceeding over third party credit
of the bank holding company. In addition, an undpitalized institution is subject to increased nanimg and asset growth restrictions ar
required to obtain prior regulatory approval foqaisitions, new lines of business, and branchingchSan institution also is barred fr
soliciting, taking or rolling over brokered depa@sit

Significantly undercapitalized depository instituts may be subject to a number of requirementsr@stdctions, including orders
sell sufficient voting stock to become adequateypitalized, requirements to reduce total assetd, cassation of receipt of deposits fi
correspondent banks. Critically undercapitalizestiiations are subject to the appointment of a iveceor conservator within 90 days
becoming significantly undercapitalized, except emlimited circumstances. Because our company aatdst National exceed applici
capital requirements, the respective managemergarofompany and Seacoast National do not beligatthe provisions of FDICIA have t
any material effect on our company and SeacoasbiNdtor our respective operations.
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FDICIA also contains a variety of other provisiahat may affect the operations of our company aeac8ast National, includi
reporting requirements, regulatory standards fat estate lending, “truth in savingptovisions, the requirement that a depository fattin
give 90 daysprior notice to customers and regulatory autharibefore closing any branch, and a prohibitionf@dcceptance or renewa
brokered deposits by depository institutions thratreot well capitalized, or are adequately captaliand have not received a waiver fron
FDIC. Seacoast National was well capitalized atddawer 31, 2014, and brokered deposits are notatestr

Payment of Dividends

We are a legal entity separate and distinct fromcBast National and our other subsidiaries. Oungny source of cash, other tl
securities offerings, is dividends from Seacoadidwal. The prior approval of the OCC is requirédhie total of all dividends declared b
national bank (such as Seacoast National) in algndar year will exceed the sum of such bamkét profits for that year and its retained
profits for the preceding two calendar years, k$g required transfers to surplus. Federal law ptehibits any national bank from pay
dividends that would be greater than such bankdiviced profits after deducting statutory bad dehtexcess of such barskallowance fc
possible loan losses.

In addition, we and Seacoast National are subgeeatious general regulatory policies and requirgseelating to the payment
dividends, including requirements to maintain adgeLlcapital above regulatory minimums. The appateriederal bank regulatory autho
may prohibit the payment of dividends where it dasermined that the payment of dividends would bei@safe or unsound practice an
prohibit payment thereof. The OCC and the FedeealeR/e have indicated that paying dividends thpledie a national or state member bank’
capital base to an inadequate level would be aauntsand unsafe banking practice. The OCC anddleral Reserve have each indicated
depository institutions and their holding comparskeuld generally pay dividends only out of currepérating earnings.

Under a Federal Reserve policy adopted in 2009btiad of directors of a bank holding company nugstsider different factors
ensure that its dividend level is prudent relatisemaintaining a strong financial position, andnst based on overly optimistic earni
scenarios, such as potential events that couldtatfeability to pay, while still maintaining arehg financial position. As a general matter,
Federal Reserve has indicated that the board ettdirs of a bank holding company should consulh e Federal Reserve and elimin
defer or significantly reduce the bank holding camgs dividends if:

» its net income available to shareholders for thst faur quarters, net of dividends previously pdiding that period, is n
sufficient to fully fund the dividend:

« its prospective rate of earnings retention is mmtsistent with its capital needs and overall cur@md prospective financ
condition; or

« itwill not meet, or is in danger of not meetint, ininimum regulatory capital adequacy ratios.

Seacoast National recorded a small net loss in, 2@ net income in 2013 and 2014, but no dividemei® paid to us during any
these years. Prior approval by the OCC is requirdlde total of all dividends declared by a natibbank in any calendar year exceeds
bank’s profits, for that year combined with its retainegt profits for the preceding two calendar yeahsder this restriction, based on
recent profitability, Seacoast National is eligilife distribute dividends up to $59.0 million to usithout prior OCC approval, as
December 31, 2014. Seacoast National has not gimgrtonsideration to dividends to the extent peediby regulation.
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With the redemption of our Series A Preferred StonkDecember 31, 2013, our ability to pay dividerglao longer limited by tt
terms of our Series A Preferred Stock. Prior taenegtion, and subject to limited exceptions, if wer@vnot current in the payment of quart
dividends on the Series A Preferred Stock, we wetepermitted to pay dividends on our common st@kidend payments on the Serie:
Preferred Stock were current at redemption on Déeer8l1, 2013. No dividends on our common stock wlerared or paid in 2014.

Enforcement Policies and Actions;, Formal Agreement with OCC

The Federal Reserve and the OCC monitor compliarnitelaws and regulations. Violations of laws ardjulations, or other uns:
and unsound practices, may result in these agemjgssing fines or penalties, cease and desistrgrde taking other enforcement actic
Under certain circumstances, these agencies maycenthese remedies directly against officers, ctlirs, employees and other pai
participating in the affairs of a bank or bank hgdcompany.

Bank and Bank Subsidiary Regulation

Seacoast National is a national bank subject tersigion, regulation and examination by the OCCjciwhmonitors all areas
operations, including reserves, loans, mortgadesjssuance of securities, payment of dividendsbéshing branches, capital adequacy,
compliance with laws. Seacoast National is a menolbéhe FDIC and, as such, its deposits are insbgethe FDIC to the maximum ext
provided by law. See “FDIC Insurance Assessments”.

Under Florida law, Seacoast National may estalaisth operate branches throughout the State of Blosigbject to the maintenanct
adequate capital and the receipt of OCC approval.

The OCC has adopted the Federal Financial IngiitatiExamination Council’s (“FFIEC™ating system and assigns each finai
institution a confidential composite rating basedam evaluation and rating of six essential comptmef an institutiors financial conditio
and operations, including Capital Adequacy, Asseally, Management, Earnings, Liquidity and Sen#itito Market Risk, as well as t
quality of risk management practices.

FNB Insurance, a Seacoast National subsidiaryytisagized by the State of Florida to market insaeaproducts as an agent. F
Insurance is a separate and distinct entity fromc8ast National and is subject to supervision agdlation by state insurance authorities.
a financial subsidiary, but is inactive.

Standards for Safety and Soundness
The Federal Deposit Insurance Act requires ther&dsnk regulatory agencies to prescribe, by et or guideline, operatior

and managerial standards for all insured depositmtytutions relating to: (1) internal control®) (information systems and audit systems
loan documentation; (4) credit underwriting; (Sbeirest rate risk exposure; and (6) asset quality.
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The agencies also must prescribe standards for @sakity, earnings, and stock valuation, as welstndards for compensation,
and benefits. The federal banking agencies havetadoregulations and Interagency Guidelines Estainly Standards for Safety ¢
Soundness to implement these required standardseTduidelines set forth the safety and soundrniasglads used to identify and add
problems at insured depository institutions befmapital becomes impaired. Under the regulationa,régulator determines that a bank fai
meet any standards prescribed by the guidelinesrebulator may require the bank to submit an debép plan to achieve complian
consistent with deadlines for the submission aniéve of such safety and soundness compliance plans.

FDIC Insurance Assessments

Seacoast National's deposits are insured by theCEFDDIF, and Seacoast National is subject to FDI@sssents for its depc
insurance, as well as assessments by the FDIGytmfeest on Financing Corporation (“FICO”) bonds.

Effective April 1, 2011, the FDIC began calculatingsessments based on an instituicamverage consolidated total assets le:
average tangible equity in accordance with changasdated by the Dodérank Act. Changes to assessment rates were dedelm
approximate the same inflow of premiums to the FOd@ with a shifting of the burden of deposit ireuwce premiums toward those deposi
institutions that rely on funding sources othemth&S. deposits. Initial base assessment ratescaple to second quarter 2011 assessr
(and prospectively until the DIF reserve ratio reex1.15 percent) were as follows:

Deposit Insurance
Risk Category Assessment Rate

I 5 to 9 basis point
Il 14 basis point

[ 23 basis point

\ 35 basis point

An institution’s overall rate may be higher by as much as 10 hmsigs or lower by as much as 5 basis points ddipgnor
adjustments to the base rate for unsecured debbralmbkered deposits. Furthermore, under the nestem, different rate schedules will ti
effect when the DIF reserve ratio reaches cer@iels. For example, for banks in risk categorthg initial base assessment rate will b
basis points when the DIF reserve ratio is belal hercent, 12 basis points when the DIF resemie ismbetween 1.15 percent and 2 per«
10 basis points when the DIF reserve ratio is betw2 percent and 2.5 percent and 9 basis pointa WigeDIF reserve ratio is 2.5 percer
higher.

Since inception of the new schedule, Seacoast halt®overall rate for assessment calculations had bédrasis points, the base |
for Risk Category Il. As of September 19, 2013 hviftie release from its formal agreement with theCODSeacoast Nationalrate was reduc
to 8.15 basis points, a calculated rate under Retegory I. As of September 30, 2014, Seacoasbhlts rate was further reduced to €
basis points, as calculated under Risk Categof§ehcoast National anticipates it will continue &bcalate its assessment rate under
Category | guidelines prospectively. For Seacoaatiddal, the new methodology has had a favoralflecgfwith premiums totaling $1
million for 2014, $2.6 million for 2013 and $2.7 lii@n for 2012.

In addition, all FDICinsured institutions are required to pay a pro patgion of the interest due on bonds issued byHiIGO. FICC
assessments are set by the FDIC quarterly and @vé6ebasis points for all four quarters during 20054 basis points for all four quart
during 2013, and 0.62 basis points for all fourrtera during 2014. The FICO assessment rate fofirgtequarter of 2015 is 0.60 basis poi
FICO assessments of approximately $125,000, $12460660 $136,000 were paid to the FDIC in 2012, 20182014, respectively.
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Changein Control

Subject to certain exceptions, the BHC Act and @heinge in Bank Control Act, together with regulatiqgogromulgated thereund
require Federal Reserve approval prior to any permsio company acquiring “controldf a bank or bank holding company. Contrc
conclusively presumed to exist if an individual @mpany acquires 25 percent or more of any clasgotihg securities, and rebutta
presumed to exist if a person acquires 10 peraemtave, but less than 25 percent, of any clastihg securities and either the company
registered securities under Section 12 of the ExghaAct or no other person owns a greater percentdghat class of voting securit
immediately after the transaction. In certain cagaesompany may also be presumed to have contddrihe BHC Act if it acquires 5 perc
or more of any class of voting securities.

Other Regulations

Anti-Money Laundering The International Money Laundering Abatement Amdi-Terrorism Funding Act of 2001 specifiekriow
your custome” requirements that obligate financial institutionstake actions to verify the identity of the accbbaolders in connection wi
opening an account at any U.S. financial institutiBanking regulators will consider compliance witle Act's money laundering provisions
acting upon acquisition and merger proposals. Samfor violations of the Act can be imposed inaanount equal to twice the sum invol
in the violating transaction, up to $1 million.

Under the Uniting and Strengthening America by Rtiog Appropriate Tools Required to Intercept anbistuct Terrorism USA
PATRIOT") Act of 2001, financial institutions are subjectgmhibitions against specified financial transatsia@nd account relationships
well as enhanced due diligence and “know your custd standards in their dealings with foreign fina institutions and foreign customers.

The USA PATRIOT Act requires financial institutions establish antinoney laundering programs with minimum standarad
include:

« the development of internal policies, procedures, @ontrols;
« the designation of a compliance officer;

« anongoing employee training program; and

« anindependent audit function to test the programs.

Bank regulators routinely examine institutions émmpliance with these antironey laundering obligations and recently have
active in imposing “cease and desiatid other regulatory orders and money penalty garscagainst institutions found to be in violatiof
these requirements. In addition, the Financial @snEnforcement Network has proposed new regulatibas would require financi
institutions to obtain beneficial ownership infotiva for certain accounts, however, it has yetdablish final regulations on this topic.

Economic Sanctions The Office of Foreign Assets Control (“OFACY responsible for helping to ensure that U.S.tiestido nc
engage in transactions with certain prohibited ipsytas defined by various Executive Orders and attCongress. OFAC publishes,
routinely updates, lists of names of persons agdnizations suspected of aiding, harboring or eimggig terrorist acts, including the Specii
Designated Nationals and Blocked Persons Listelfiwd a name on any transaction, account or wanesfer that is on an OFAC list, we r
undertake certain specified activities, which cowldude blocking or freezing the account or tratiem requested, and we must notify
appropriate authorities.
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Transactions with Related PartiesWe are a legal entity separate and distinct f@eacoast National and our other subsidic
Various legal limitations restrict our banking siglisries from lending or otherwise supplying furidsus or our nopank subsidiaries. We a
our banking subsidiaries are subject to Section 284he Federal Reserve Act and Federal Reservell&emn W thereunder. Section 2
defines “covered transactions” to include extensiohcredit, and limits a bank’s covered transartiwvith any affiliate to 10% of such bask’
capital and surplus. All covered and exempt tratisas between a bank and its affiliates must béeoms and conditions consistent with :
and sound banking practices, and banks and thbesidiaries are prohibited from purchasing low-qyakissets from the barkaffiliates
Finally, Section 23A requires that all of a bankxtensions of credit to its affiliates be appiatety secured by acceptable collateral, gene
United States government or agency securities.

We and our bank subsidiaries also are subject ¢tid®e23B of the Federal Reserve Act, which gemgralquires covered and otl
transactions among affiliates to be on terms, ofidlg credit standards, that are substantially #mesor at least as favorable to the bank
subsidiary as those prevailing at the time for kinmtransactions with unaffiliated companies.

The DoddFrank Act generally enhances the restrictions angactions with affiliates under Sections 23A af& »f the Feder.
Reserve Act, including an expansion of the defimitof “covered transactionsind an increase in the amount of time for whicHateia
requirements regarding covered credit transactionst be satisfied. Specifically, Section 608 of Bred+rank Act broadens the definition
“covered transactionstb include derivative transactions and the borrgwan lending of securities if the transaction wiluse a bank to he
credit exposure to an affiliate. The revised d¢ifini also includes the acceptance of debt obligatiof an affiliate as collateral for a loar
extension of credit to a third party. Furthermoreverse repurchase transactions will be viewedxésnsions of credit (instead of as
purchases) and thus become subject to collategalireanents. These expanded definitions took effectiuly 21, 2012. The ability of t
Federal Reserve to grant exemptions from thesdatéshs is also narrowed by the Do#fdank Act, including with respect to the requiren
for the OCC, FDIC and Federal Reserve to coordindtte one another.

Concentrations in LendingDuring 2006, the federal bank regulatory agenoésased guidance otCbncentrations in Commerc
Real Estate Lending” (the “GuidanceThe Guidance defines CRE loans as exposures seloynedv land, land development and construt
(including 1-4 family residential construction), hikiamily property, and norfarm nonresidential property where the primary @igmifican
source of repayment is derived from rental incomsoaiated with the property (that is, loans forakhb0 percent or more of the sourc
repayment comes from third party, nafiiliated, rental income) or the proceeds of thke srefinancing, or permanent financing of thepgnty
Loans to Real Estate Investment Trusts (“REIfp unsecured loans to developers that closelgleterto the inherent risks in CRE mar!
would also be considered CRE loans under the Goaldroans on owner occupied CRE are generally drdu

The Guidance requires that appropriate processés flace to identify, monitor and control riskssasiated with real estate lend
concentrations. This could include enhanced sti@fglgnning, CRE underwriting policies, risk manamt, internal controls, portfolio stre
testing and risk exposure limits as well as appatgly designed compensation and incentive progratigher allowances for loan losses
capital levels may also be required. The Guidaadaggered when CRE loan concentrations exceéeéreit

« Total reported loans for construction, land deveiept, and other land of 100 percent or more ofriksatotal risk based capit
or
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« Total reported loans secured by multifamily andfaom nonresidential properties and loans for camsion, land developmel
and other land of 300 percent or more of a I's total risk based capitz

The Guidance also applies when a bank has a sherpase in CRE loans or has significant concentratof CRE secured by
particular property type.

The Guidance applies to our CRE lending activif@sconstruction and land development loans. At dbelger 31, 2014, we h
outstanding $53.3 million in commercial construntend residential land development loans and $3@lidn in residential construction loa
to individuals, which represents approximately &tcpnt of Seacoast Natiorakotal risk based capital at December 31, 2014, vedow the
Guidance'’s threshold.

On October 30, 2009, the banking regulators issugublicy statement on “Prudent Commercial Real tEstaan Workouts” the
“Policy Statement”)which replaced a previous policy statement issuedelgulators in 1995. The regulators issued théclP@tatement i
recognition of the difficulties that financial itsttions may face when working with commercial reatate borrowers that are experien
reduced operating cash flows, depreciated collatedaes, or prolonged sales and rental absorgienods. Among other things, the Po
Statement identifies supervisory expectations fbaak’s risk management elements for loan workout progrdoan workout arrangemer
classification of loans, and regulatory reportimgl accounting considerations.

We have always had significant exposures to loaasred by commercial real estate due to the natuoair markets and the lo
needs of both retail and commercial customers. Aiewe our long term experience in CRE lending,amdliting policies, internal contro
and other policies currently in place, as well as lman and credit monitoring and administratiolmqgadures, are generally appropriat
managing our concentrations as required under thidaBce. The federal bank regulators are lookingenstosely at the risks of various as
and asset categories and risk management, an@é¢adefor additional rules regarding liquidity, adives capital rules that better reflects risk
December 31, 2014, the total CRE exposure for Ssaddational represents approximately 197 percetuatal risk based capital, below -
Guidance'’s threshold.

Community Reinvestment Adtle and our banking subsidiaries are subject toptiowisions of the Community Reinvestment
(“CRA") and related federal bank regulatory agesciegulations. Under the CRA, all banks and thriféessén a continuing and affirmati
obligation, consistent with their safe and soun@rafion, to help meet the credit needs for thetirercommunities, including lowanc
moderate-income neighborhoods. The CRA requirespmsitory institutiors primary federal regulator, in connection withétsamination ¢
the institution, to assess the institutiomécord of assessing and meeting the credit refegtie communities served by that institution, urthc
low- and moderate-income neighborhoods. The bagllagory agency’s assessment of the instituiae’cord is made available to the pul
Further, such assessment is required of any itistitwhich has applied to: (i) charter a nationaihk; (ii) obtain deposit insurance coverage
a newlychartered institution; (iii) establish a new braruffice that accepts deposits; (iv) relocate amceff(v) merge or consolidate with,
acquire the assets or assume the liabilities dédarally regulated financial institution, or (\@xpand other activities, including engagin
financial services activities authorized by the GL&B less than satisfactory CRA rating will slow, nbt preclude, expansion of bank
activities and prevent a company from becomingearaining a financial holding company.
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Following the enactment of the GLB, CRA agreemaevith private parties must be disclosed and anniA @eports must be made
a banks primary federal regulator. A bank holding compaily not be permitted to become or remain a finahbolding company and no ni
activities authorized under GLB may be commenceditholding company or by a bank financial subsididrany of its bank subsidiari
received less than a “satisfacto@RA rating in its latest CRA examination. Feder®ACregulations require, among other things, thadevce
of discrimination against applicants on a prohiibasis, and illegal or abusive lending practicesdnsidered in the CRA evaluation.

Privacy and Data Security.The GLB imposed new requirements on financiditimsons with respect to consumer privacy. The (
generally prohibits disclosure of consumer inforioratto nonaffiliated third parties unless the consumer hasnbgiven the opportunity
object and has not objected to such disclosureri€ial institutions are further required to diseldlseir privacy policies to consumers annu
Financial institutions, however, will be requireddomply with state law if it is more protective @dnsumer privacy than the GLB. The C
also directed federal regulators, including the ERind the OCC, to prescribe standards for the ggafr consumer information. Seacc
National is subject to such standards, as weltasdsards for notifying customers in the event skaurity breach. Under federal law, Seac
National must disclose its privacy policy to congug permit customers to opt out of having nongutlistomer information disclosed to tt
parties in certain circumstances, and allow custerte opt out of receiving marketing solicitationased on information about the custo
received from another subsidiary. States may adopte extensive privacy protections. The Companiisilarly required to have
information security program to safeguard the adenitiality and security of customer information andensure proper disposal. Custor
must be notified when unauthorized disclosure im@slsensitive customer information that may be sadu

Consumer Regulation. Activities of Seacoast National are subject toaaiety of statutes and regulations designed tdep!
consumers. These laws and regulations include §ions that:

« limit the interest and other charges collected amtiacted for by Seacoast National, including neles respecting the terms
credit cards and of debit card overdra

« govern Seacoast National’s disclosures of credit¢do consumer borrowers;

« require Seacoast National to provide informatiorema@ble the public and public officials to deterenimhether it is fulfilling it
obligation to help meet the housing needs of theroanity it serves

» prohibit Seacoast National from discriminating be basis of race, creed or other prohibited factdren it makes decisions
extend credit; an

« govern the manner in which Seacoast National migataconsumer debts.

In addition, the Credit Card Accountability, Respifmility and Disclosure (“CARD”) Act requires (1p4ays advance notice tc
cardholder before the interest rate on a card neaiypdreased, subject to certain exceptions; (Hradn interest rate increases in the first
(3) an opt-in for over-thémit charges; (4) caps on high fee cards; (5) grebmits on the issuance of cards to personsvb¢le age of 2:
(6) new rules on monthly statements and paymentddtes and the crediting of payments; and (7) gi@ation of new rates only to n
charges and of payments to higher rate charges.

Rules regarding overdraft charges for debit cad artomatic teller machine, or ATM, transactionguiee banks to notify and obt:
the consent of customers before enrolling themninoeerdraft protection plan, except with regardot@rdraft protection on checks or
automatic bill payments. Federal Reserve ruleséstastandards for debit card interchange feespaoklibit network exclusivity arrangeme
and routing restrictions. In addition, the CFPBu&s final rules revising Regulation E, which gowemrlectronic transactions, to implen
certain Dodd-Frank requirements relating to “reamitte transfer” transactions.
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The CFPB issued rules that are likely to impact msgidential mortgage lending practices, and tledemtial mortgage mark
generally, including rules that implement the “aiito-repay” requirement and provide protectioanf liability for “qualified mortgages,as
required by the Dodd-Frank Act, which took effeat &anuary 10, 2014. The CFPB has also issued aaruofilother mortgageelated rule:
including new rules pertaining to loan originatengensation, and that establish qualification,stegiion and licensing requirements for |
originators. These and other changes are likelymigose restrictions on future mortgage loan oritioms, diminish lenderstights again:
delinquent borrowers or otherwise change the waywhich lenders make and administer residentialtgagre loans. Any or all of the
proposals could have a negative effect on the tilahperformance of Seacoast Natiosatiortgage lending operations, by, among otheg#
reducing the volume of mortgage loans that SeacNasibnal can originate and sell into the secondaarket and impairing Seaca
Nationa’s ability to proceed against certain delinquentrbwers with timely and effective collection effert

The deposit operations of Seacoast National acesalsject to laws and regulations that:
« require Seacoast National to adequately disclaséthrest rates and other terms of consumer depo=iunts;

« impose a duty on Seacoast National to maintaincthdidentiality of consumer financial records amggeribe procedures f
complying with administrative subpoenas of finahoégords;

« require escheatment of unclaimed funds to the gpjate state agencies after the passage of catttintory time frames; and,

« govern automatic deposits to and withdrawals froepasit accounts with Seacoast National and thetsrighd liabilities ¢
customers who use automated teller machines, or & Bid other electronic banking services. As desdrabove, beginnii
in July 2010, new rules took effect that limitedaBeast Nationad ability to charge fees for the payment of oveftdréor
every day debit and ATM card transactic

As noted above, Seacoast National will likely facgignificant increase in its consumer compliamggilatory burden as a result of
combination of the CFPB and the significant roltkhaf federal preemption of state laws in the afidee responsibility for oversight of me
consumer protection laws and regulations has, rgelaneasure, transferred from the bangtimary regulator to the CFPB. The CFPB
indicated that, in addition to specific statutoramdates, it is working on a wide range of initiaf\to address issues in markets for cons
financial products and services, such as revisioqgivacy notice requirements, new rules for dépadvance products and amendments t
funds availability requirements of Regulation CCislanticipated that the CFPB will engage in nurnerother rulemakings in the near t
that may impact our business, including by revistmpsumer protection regulations and associatedogdisgres. The CFPB also has br
authority to prohibit unfair, deceptive and abusaas and practices (“UDAAP"and to investigate and penalize financial insttousi tha
violate this prohibition. While the statutory larage of the Doddrrank Act sets forth the standards for acts andtipes that violate th
prohibition, certain aspects of these standardsuatested, which has created some uncertainty diagahow the CFPB will exercise tl
authority.
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Non-Discrimination PoliciesSeacoast National is also subject to, among ottiegs, the provisions of the Equal Credit Opportiy
Act (the “ECOA”) and the Fair Housing Act (the “FF)A both of which prohibit discrimination based on racecolor, religion, national origi
sex, and familial status in any aspect of a consuwoneommercial credit or residential real estatasaction. The Department of Justice
“D0OJ"), and the federal bank regulatory agencies have dsaunelnteragency Policy Statement on Discriminaiiorending that provide
guidance to financial institutions in determinindgnether discrimination exists, how the agencies witipond to lending discrimination, ¢
what steps lenders might take to prevent discritoiyalending practices. The DOJ has increasedfitste to prosecute what it regards
violations of the ECOA and FHA.

Enforcement Authority. Seacoast National and its “institution-affiliatgmhrties,” including management, employees, ag
independent contractors and consultants, suchh@®eys and accountants and others who participatee conduct of the institutiog’affairs
are subject to potential civil and criminal peredtifor violations of law, regulations or writtenders of a government agency. Violations
include failure to timely file required reportslifig false or misleading information or submittingaccurate reports. Civil penalties may b
high as $1,000,000 a day for such violations, aidinal penalties for some financial institutionmes may include imprisonment for 20 ye
Regulators have flexibility to commence enforcenmamtions against institutions and institutiaffiliated parties, and the FDIC has the auth:
to terminate deposit insurance. When issued byn&ibhg agency, cease-agsist orders may, among other things, requirenadfiive action t
correct any harm resulting from a violation or piee, including restitution, reimbursement, indefimaitions or guarantees against los:
financial institution may also be ordered to restiis growth, dispose of certain assets, rescgréeaments or contracts, or take other ac
determined to be appropriate by the ordering agembg federal banking agencies also may removeextdr or officer from an insur
depository institution (or bar them from the indy}if a violation is willful or reckless.

Governmental Monetary PoliciesThe commercial banking business is affected nbt by general economic conditions but als¢
the monetary policies of the Federal Reserve. Cémimg the discount rate on member bank borrowiagstrol of borrowings, open marl
operations, the imposition of and changes in resezquirements against member banks, depositssmedsaof foreign branches, the imposi
of and changes in reserve requirements againsticdrorrowings by banks and their affiliates ane ptacing of limits on interest rates wh
member banks may pay on time and savings depasitsaane of the instruments of monetary policy add to the Federal Reserve. Tt
monetary policies influence to a significant extéra overall growth of all bank loans, investmearsl deposits and the interest rates charg
loans or paid on time and savings deposits. Inarsp to the recent financial crisis, the FederaleRe established several innovative prog
to stabilize certain financial institutions and énsure the availability of credit, which the Fedld®Raserve has begun to modify in light
improving economic conditions. However, the natofduture monetary policies and the effect of spdlicies on the bank’ future busine:
and earnings cannot be predicted accurately.

Evolving Legislation and Regulatory ActioRroposals for new statutes and regulations argiéntly circulated at both the federal
state levels, and may include widiiging changes to the structures, regulationscamapetitive relationships of financial institutiond/e
cannot predict whether new legislation will be dedaand, if enacted, the effect that it, or anyutations, would have on our business, finar
condition or results of operations.

Other Regulatory Matters We and our subsidiaries are subject to overdighthe SEC, Financial Industry Regulatory Autha
(“FINRA™), the Public Company Accounting OversigBbard (“PCAOB”), and Nasdag and various state securities regulaféesand ot
subsidiaries have from time to time received retpués information from regulatory authorities imnous states, including state attorr
general, securities regulators and other reguledatiiorities, concerning our business practicesh3aquests are considered incidental t
normal conduct of business.
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Statistical Information

Certain statistical and financial information (agjuired by SEC Guide 3) is included in responsketm 7 of this Annual Report
Form 10-K. Certain additional statistical infornmatiis also included in response to Item 6 and Bewfthis Annual Report on Form 10-K.

ltem 1A. Risk Factors

In addition to the other information contained g Form 1(-K, you should carefully consider the risks desdfilbelow, as well as the ri
factors and uncertainties discussed in our othdsligufilings with the SEC under the capti“Risk Factors” in evaluating us and our busin
and making or continuing an investment in our stddie risks contained in this Form K0are not the only risks that we face. Additionaks
that are not presently known, or that we preseddem to be immaterial, could also harm our businessults of operations and financ
condition and an investment in our stock. The tngdorice of our securities could decline due to theterialization of any of these risks, i
our shareholders may lose all or part of their istraent. This Form 10-K also contains forwdndking statements that may not be realize
a result of certain factors, including, but not ited to, the risks described herein and in our otpeblic filings with the SEC. Please refe
the section in this Form 10-K entitled “Special @anary Notice Regarding Forward-Looking Stateménter additional informatiol
regarding forward-looking statements.

Risks Related to Our Business

Nonperforming assets could result in an increaseun provision for loan losses, which could advérsafect our results of operations ¢
financial condition.

At December 31, 2014 and 2013, our nonperformimgs$o(which consist of nonaccrual loans) totaled B2iillion and $27.7 millior
or 1.2 percent and 2.1 percent of the loan podfaiespectively. At December 31, 2014 and 2013,mmunperforming assets (which inclt
foreclosed real estate) were $28.6 million and $34illion, or 0.9 percent and 1.5 percent of assedspectively. In addition, we h
approximately $6.1 million and $3.1 million in aggrg loans that were 30 days or more delinquenDetember 31, 2014 and 20
respectively. Our nonperforming assets adverségcabur net income in various ways. We do not rédoterest income on nonaccrual lo
or other real estate owned, thereby adversely taffpour income, and increasing our loan adminigtracosts. When we take collatera
foreclosures and similar proceedings, we are redui mark the related loan to the then fair mavisiie of the collateral, which may resul
a loss. These loans and other real estate ownednaiease our risk profile and the capital outatprs believe is appropriate in light of s
risks. Until economic and market conditions improwe may incur additional losses relating to améase in nonperforming loans. If econo
conditions and market factors negatively and/opmiportionately affect some of our larger loangntlve could see a sharp increase in our
net chargesffs and also be required to significantly increase allowance for loan losses. Any further incesasour nonperforming assets
related increases in our provision for losses amdocould negatively affect our business and cbala a material adverse effect on our ca,
financial condition and results of operations.
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While we have reduced our problem assets signifigahrough loan sales, workouts, restructuringd atherwise, decreases in
value of these remaining assets, or the underlgoligteral, or in these borrowensérformance or financial conditions, whether or doé tc
economic and market conditions beyond our contoyld adversely affect our business, results ofratms and financial condition.
addition, the resolution of nonperforming assetsiies significant commitments of time from managemand our directors, which can
detrimental to the performance of their other resjulities. There can be no assurance that we matl experience further increase:
nonperforming loans in the future, or that nonpemiong assets will not result in further lossestia future.

Our allowance for loan losses may prove inadeqoatewe may be adversely affected by credit risk supes.

Our business depends on the creditworthiness ofcostomers. We periodically review our allowance lfan losses for adeque
considering economic conditions and trends, caldtealues and credit quality indicators, includipgst charg®ff experience and levels
past due loans and nonperforming assets. The detgian of the appropriate level of the allowanoe Iban losses involves a high degre
subjectivity and judgment and requires us to magaificant estimates of current credit risks andufa trends, all of which may unde|
material changes. We cannot be certain that oowalhce for loan losses will be adequate over timedver credit losses in our portfc
because of unanticipated adverse changes in theoegg market conditions or events adversely affecspecific customers, industries
markets, or borrower behaviors towards repaying thans. Generally speaking, the credit qualityoaf borrowers has deteriorated as a r
of the economic downturn in our markets. Althoulgeré are now signs of economic recovery, if thelitiguality of our customer base or tt
debt service behavior materially decreases furihéne risk profile of a market, industry or groop customers declines further or weakne
in the real estate markets and other economicssp@rsworsen, or if our allowance for loan loss&sot adequate, our business, finar
condition, including our liquidity and capital, amdsults of operations could be materially advegrsdfected. In addition, bank regulat
agencies periodically review our allowance for ldasses and may require an increase in the proviioloan losses or the recognitior
further loan charge-offs, based on judgments diffethan those of management. If chaoffs-in future periods exceed the allowance fon
losses, we will need additional provisions to i the allowance for loan losses, which wouldlr@swa decrease in net income and caj
and could have a material adverse effect on oanfiral condition and results of operations.

Disruptions to our information systems and secusigaches could adversely affect our business apdtation.

In the ordinary course of business, we rely onted@@c communications and information systems toduwt our businesses anc
store sensitive data, including financial informatiregarding our customers. The integrity of infation systems of financial institutions
under significant threat from cyber attacks bydhparties, including through coordinated attacksnspred by foreign nations and crimi
organizations to disrupt business operations ahdratompromises to data and systems for politicadriminal purposes. We employ an in-
depth, layered, defense approach that leveragedgiemocesses and technology to manage and nratytaéer security controls.
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Notwithstanding the strength of our defensive messuthe threat from cyber attacks is severe, kattame sophisticated and attacl
respond rapidly to changes in defensive measurgserGecurity risks may also occur with our thakty service providers, and may inter
with their ability to fulfill their contractual oijations to us, with attendant potential for finahdoss or liability that could adversely affeair
financial condition or results of operations. Wéeofour clients the ability to bank remotely andyde other technology based products
services, which services include the secure tression of confidential information over the Intereid other remote channels. To the e:
that our client's systems are not secure or arenotse compromised, our network could be vulnerdblenauthorized access, malici
software, phishing schemes and other security hesacTo the extent that our activities or the dtigis’ of our clients or thirgharty servic
providers involve the storage and transmissionooffidential information, security breaches and nialis software could expose us to cla
regulatory scrutiny, litigation and other possilidilities. While to date we have not experieneesignificant compromise, significant data
or material financial losses related to cyber sgcattacks, our systems and those of our client$ thirdparty service providers are un
constant threat and it is possible that we coulgeagnce a significant event in the future. We reaffer material financial losses relatel
these risks in the future or we may be subjeciataility for compromises to our client or thighrty service provider systems. Any such lo
or liabilities could adversely affect our financiandition or results of operations, and could eepas to reputation risk, the loss of cl
business, increased operational costs, as welldiSanal regulatory scrutiny, possible litigaticand related financial liability. These risks ¢
include possible business interruption, including inability to access critical information andteyss.

Our ability to realize our deferred tax assets nhayfurther reduced in the future if our estimaté$udure taxable income from our operati
and tax planning strategies do not support our defittax amount. Additionally, the amount of neeigting loss carryforwards and certai
other tax attributes realizable for income tax posps may be reduced under Section 382 of the hHitBevenue Code (“Section 383y sale
of our capital securities.

As of December 31, 2014, we had deferred tax asge$66.8 million, based on managemerg'stimation of the likelihood of thc
deferred tax assets being realized. These andefalefierred tax assets may be reduced in the fiftorg estimates of future taxable inco
from our operations and tax planning strategieaaasupport the amount of the deferred tax asset.

The Company recorded a small loss in 2012, andrdedoincome for 2013 and 2014. The Company is threeyear cumulativ
pretax gain position at December 31, 2014. A cutiudagain position is considered positive evideincassessing the prospective realizatic
a deferred tax asset from a forecast of futureli@xencome. We also consider all positive and negatvidence including the impact of rec
operating results, reversal of existing taxableperary differences, tax planning strategies andepted earnings with the statutory tax
carryover periodThis process requires significant judgment by manasnt about matters that are by nature uncertaime were to concluc
that significant portions of our deferred tax assgere not more likely than not to be realized (thu®perating results or other factors
requirement to establish a valuation allowancedaadlversely affect our financial position and resof operation, thereby negatively affec
our stock price.

The amount of net operating loss cafoywards and certain other tax attributes realieadoinually for income tax purposes ma
reduced by an offering and/or other sales of opitahsecurities, including transactions in the mpearket by 5% or greater shareholders,
ownership change is deemed to occur under Sec8anThe determination of whether an ownership chdras occurred under Section 3¢
highly fact specific and can occur through one arenacquisitions of capital stock (including opearket trading) if the result of su
acquisitions is that the percentage of our outstgndommon stock held by shareholders or groupshafeholders owning at least 5% of
common stock at the time of such acquisition, agrdéned under Section 382, is more than 50 peagenpoints higher than the low
percentage of our outstanding common stock owneslbl shareholders or groups of shareholders witigrprior threegrear period. The se
of common stock in August 2009 is no longer witthie prior threerear look back period as required by Section 38 raduced, but did n
eliminate the possible negative effects of a changmwvnership. As previously disclosed on May 2012, we adopted an amendment to
Amended and Restated Articles of Incorporationamended (“Articles of Incorporationthat is intended to help preserve our net oper
losses (the “Protective Amendmentipwever, such amendment may not be effective. Baped independent analysis, management dot
believe the common stock offering in November 2GL8)sequent reverse stock split in December 2GiBcammon stock issued in regard
the BANKshares acquisition in October 2014 have aegative implications for the Company under Sec882. Deferred taxes for Sect
382 events netting to $1.3 million were recordedB#NKshares for acquisition activity prior to ouremger on October 1, 2014, and w
migrated and recorded to the Company'’s financakstents.
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Future acquisition and expansion activities may s our business, dilute existing shareholders addersely affect our operating resu

We periodically evaluate potential acquisitions axgansion opportunities. To the extent we groveugh acquisition, we canr
assure you that we will be able to adequately ofitably manage this growth. Acquiring other bankisanches or businesses, as well as
geographic and product expansion activities, ingalarious risks including:

« risks of unknown or contingent liabilities;

« unanticipated costs and delays;

« risks that acquired new businesses do not perfomsistent with our growth and profitability expdaias;

« risks of entering new market or product areas wherdave limited experience;

« risks that growth will strain out infrastructurgaff, internal controls and management, which meguire additional personn
time and expenditure

« exposure to potential asset quality issues witluiaeq institutions;

. difficulties, expenses and delays of integrating dperations and personnel of acquired institutiangl startip delays and cos
of other expansion activitie

« potential disruptions to our business;

» possible loss of key employees and customers afigghjinstitutions;

- potential short-term decrease in profitability; and

« diversion of our management’s time and attentiomflour existing operations and businesses.
Attractive acquisition opportunities may not be iéadgle to us in the future

While we seek continued organic growdis, our earnings and capital position continue torawe, we will consider the acquisition
other banking businesses. We expect that otherimgrdnd financial companies, many of which haveniicantly greater resources, v
compete with us to acquire financial services besses. This competition could increase prices dberdial acquisitions that we believe
attractive. Also, acquisitions are subject to vasioegulatory approvals. If we fail to receive #ppropriate regulatory approvals, we may nc
able to consummate an acquisition that we beligwe our best interests, or we could endure regjadelays or conditions that would prev
us from obtaining all of the expected benefits dfamsaction. Among other things, our regulatomnssater our capital, liquidity, profitabilit

regulatory compliance and levels of goodwill anthingibles when considering acquisition and expanpr@posals. Any acquisition could
dilutive to our earnings and shareholders’ equéy share of our common stock.
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Deterioration in the real estate markets, includihg secondary market for residential mortgage fgaan adversely affect L

The effects of ongoing mortgage market challengembined with the correction in residential reabes market prices and redu
levels of home sales, could result in price redungiin single family home values, adversely affegtihe liquidity and value of collate
securing commercial loans for residential land &itjon, construction and development, as well @sdential mortgage loans and reside
property collateral securing loans that we holdrtgage loan originations and gains on the sale atgage loans. Declining real estate pt
cause higher delinquencies and losses on certaityage loans, generally, particularly second liesrtgages and home equity lines of cre
Significant ongoing disruptions in the secondarykegfor residential mortgage loans can limit tharket for and liquidity of most residen
mortgage loans other than conforming Fannie MaeFaaddie Mac loans. Deteriorating trends could ocas various government program
boost the residential mortgage markets and stahiliz housing markets wind down or are discontin@egtlines in real estate values, ht
sales volumes and financial stress on borrowes r@sult of job losses, interest rate resets ounstaljle rate mortgage loans or other fa
could have adverse effects on borrowers that résutigher delinquencies and greater chasffe-in future periods, which would advers
affect our financial condition, including capitaidaliquidity, or results of operations. In the ewvenr allowance for loan losses is insufficier
cover such losses, our earnings, capital and liyueduld be adversely affected.

Although the Florida housing market appears to trerggthening, our real estate portfolios are exmbse weakness in the Florida hous
market and the overall state of the economy.

Florida has experienced a deeper recession and anamgatic slowdown in economic activity than otktates and the decline in r
estate values in Florida has been significantlgdaithan the national average. The declines in hprices and the volume of home sale
Florida, along with the reduced availability of &@n types of mortgage credit, have resulted ingases in delinquencies and losses ir
portfolios of home equity lines and loans, and caruial loans related to residential real estateuiadtpn, construction and developmt
While home prices have stabilized, further declimeBome prices coupled with continued high or @sed unemployment levels could ci
additional losses which could adversely affect@amings and financial condition, including our itaipand liquidity.

Our concentration in commercial real estate loansld result in increased loan losses.

Commercial real estate (“CRE cyclical and poses risks of loss to us due toconcentration levels and risks of the asset, @albg
during a difficult economy. As of December 31, 2 2013, 48.9 percent and 42.4 percent of our pmatfolio were comprised of CF
loans, respectively. The banking regulators comtitm give CRE lending greater scrutiny, and bankk Wwigher levels of CRE loans
expected to implement improved underwriting, inédrzontrols, risk management policies and portfetiess testing, as well as higher leve
allowances for possible losses and capital levela aesult of CRE lending growth and exposuresirigu?014, we recorded a $3.5 mill
recapture of provisioning for losses, compareddiditaons of $3.2 million in 2013 and $10.8 milliam2012.

Seacoast National has a written CRE concentraisbnnnanagement program and monitors its exposu@RB; however, there is
guarantee that the program will be effective in agng our concentration in CRE.
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Liquidity risks could affect operations and jeopaedour financial condition

Liquidity is essential to our business. An inalilib raise funds through deposits, borrowings,stle of loans and other sources ¢
have a substantial negative effect on our liquid®ur funding sources include federal funds purebBasecurities sold under repurct
agreements, non-core deposits, and short- andterngdebt. We are also members of the Federal Hayaa Bank of Atlanta (the “FHLB"
and the Federal Reserve Bank of Atlanta, whereameobtain advances collateralized with eligibleeéssWe maintain a portfolio of securit
that can be used as a secondary source of liquitlitgre are also other sources of liquidity avaddab us or Seacoast National should the
needed, including our ability to acquire additiomaincore deposits, the issuance and sale of debt Sesurand the issuance and sal
preferred or common securities in public or priviaémsactions.

Our access to funding sources in amounts adequéitgahce or capitalize our activities or on tenvtsch are acceptable to us coulc
impaired by factors that affect us specificallytioe financial services industry or economy in gahdfactors that could detrimentally img
our access to liquidity sources include a downtarthe markets in which our loans are concentrategidverse regulatory action against u
addition, our access to deposits may be affectetidjiquidity and/or cash flow needs of depositéithough we have historically been abls
replace maturing deposits and FHLB advances asssacge we might not be able to replace such fundke future and can lose a relati
inexpensive source of funds and increase our fgndivsts if, among other things, customers move umgt of bank deposits and i
alternative investments, such as the stock matket, are perceived as providing superior expecetdrms. We may be required to s
additional regulatory capital through capital rais¢ terms that may be very dilutive to existingreholders.

Our ability to borrow could also be impaired by tfas that are not specific to us, such as disraptim the financial markets
negative views and expectations about the prospecthe financial services industry in light ofcent turmoil faced by banking organizati
and deterioration in credit markets.

Our ability to receive dividends from our subsidigr could affect our liquidity and ability to pajviiends.

We are a legal entity separate and distinct fromc8ast National and our other subsidiaries. Oungny source of revenue consist
dividends from Seacoast National. These dividemegtee principal source of funds to pay dividendsoar common stock, interest on our t
preferred securities and interest and principabondebt. Various laws and regulations limit theoamt of dividends that Seacoast Nati
may pay us. Also, our right to participate in arilisition of assets upon a subsidiarjiquidation or reorganization is subject to thi®pclaims
of the subsidiary's creditors. Limitations on obility to receive dividends from our subsidiariesutd have a material adverse effect on
liquidity and on our ability to pay dividends onnemon stock. Additionally, if our subsidiariesarnings are not sufficient to make divid
payments to us while maintaining adequate capstadls, we may not be able to make dividend paymentsir common shareholders. We
not expect to pay dividends on our common stoghtireholders in the foreseeable future and expeetain all earnings, if any, to support
capital adequacy and growth.
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We must effectively manage our interest rate.risk

Our profitability is dependent to a large extentoom net interest income, which is the differeneéaeen the interest income paid t
on our loans and investments and the interest we@third parties such as our depositors, lendeds debt holders. Changes in interest
can impact our profits and the fair values of dart our assets and liabilities. Prolonged periofisinusually low interest rates may havt
adverse effect on our earnings by reducing yiefdfans and other earning assets. Increases iretriatkrest rates may reduce our customel
desire to borrow money from us or adversely aftleir ability to repay their outstanding loans Ingreasing their debt service obligati
through the periodic reset of adjustable interat foans. If our borrowersbility to pay their loans is impaired by increasinterest payme
obligations, our level of nonperforming assets wloicrease, producing an adverse effect on operasisults. Increases in interest rates
have a material impact on the volume of mortgagdgirmations and refinancings, adversely affecting ghofitability of our mortgage finan
business. Interest rate risk can also result fraenmatches between the dollar amounts gbrieing or maturing assets and liabilities and f
mismatches in the timing and rates at which ouetasand liabilities rgprice. We actively monitor and manage the balan€¢®sir maturing an
repricing assets and liabilities to reduce the advémspact of changes in interest rates, but thenebeano assurance that we will be abl
avoid material adverse effects on our net intaresgin in all market conditions.

Federal prohibitions on the ability of financiaktitutions to pay interest on commercial demandodi#gpaccounts were repealec
2011 by the Doddrrank Act. This change has had limited impact tte ddue to the excess of commercial liquidity ane tery low rat
environment in recent years. There can be no asseirthat we will not be materially adversely aféettn the future if economic activ
increases and interest rates rise, which may ra@swtr interest expense increasing, and our rtetést margin decreasing, if we must c
interest on demand deposits to attract or retastocoer deposits.

Our customers may pursue alternatives to bank depa@susing us to lose a relatively inexpensivera® of funding.

We may experience a decrease in customer depégitsstomers perceive alternative investments, sakhhe stock market,
providing superior expected returns. When customssse money out of bank deposits in favor of akliie investments, we may los
relatively inexpensive source of funds, and beddrto rely more heavily on borrowings and othemsesl of funding to fund our business
meet withdrawal demands, thereby increasing outifighcosts and adversely affecting our net interestgin.

Consumers may decide not to use banks to compkgtdinancial transactions, which could affect mat income.

Technology and other changes now allow partiesotaptete financial transactions without banks. Faaneple, consumers can
bills and transfer funds directly without banks.isprocess could result in the loss of fee incoasewell as the loss of customer deposits
the income generated from those deposits.

The DoddFrank Wall Street Reform and Consumer Protectiohoballd increase our regulatory compliance burder associated costs
otherwise adversely affect our business.

On July 21, 2010, the Dodd-Frank Act was signed iatv. The Dodd-rank Act represents a significant overhaul of masgects (
the regulation of the financial services industry.

The DoddFrank Act directs applicable regulatory authoritiegpromulgate regulations implementing its prosis, and its effect «
the Company and on the financial services industrg whole will be clarified as those regulatioresissued. Certain provisions of the Act t
been implemented by regulation, while others apeeted to be implemented in the coming years. To@dBrank Act addresses a numbe
issues, including capital requirements, complicanoe risk management, debit card overdraft feedthoeae, incentive compensation, expar
disclosures and corporate governance. The Dddk Act established a new, independent CFPB, iwhas broad rulemaking, supervis
and enforcement authority over consumer finanaiatipcts and services, including deposit produetsidential mortgages, home equity Ic
and credit cards. States will be permitted to adbpcter consumer protection laws and can enfoaresumer protection rules issued by
CFPB. The CFPB is working on a wide range of coresupnotection initiatives, including revisions twigting regulations, many of which w
likely impact our business.
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The DoddFrank Act will increase our regulatory complianagden and may have a material adverse effect oimelading increasin
the costs associated with our regulatory examinatand compliance measures. The changes resfiuttimgthe DoddFrank Act, as well as tl
resulting regulations promulgated by federal agesicnay impact the profitability of our businessdties, require changes to certain of
business practices, impose upon us more stringggitat, liquidity and leverage ratio requirementsotherwise adversely affect our busin
These changes may also require us to invest signifimanagement attention and resources to evalndtenake necessary changes to co
with new laws and regulations. For a more detaileskcription of the Dodd-Frank Act, see “ltem 1. Bess—Supervision and Regulatioof’
this Form 10-K.

Higher FDIC deposit insurance premiums and assessmmuld adversely affect our financial conditi

FDIC insurance premiums we pay may change andgnéfisantly higher in the future. Market developrtemay significantly deple
the insurance fund of the FDIC and further redineeraitio of reserves to insured deposits, therehkimgy it requisite upon the FDIC to cha
higher premiums prospectively.

We are required to maintain capital to meet regulategquirements, and if we fail to maintain suffidieapital, whether due to losses,
inability to raise additional capital or otherwiseur financial condition, liquidity and results operations, as well as our compliance \
regulatory requirements, would be adversely affibcte

Both we and Seacoast National must meet regulatapjtal requirements and maintain sufficient liqyidand our regulators m
modify and adjust such requirements in the futWe. were capable of raising additional capital fog tedemption of our Series A Prefel
Stock; however, our ability to raise additional italp when and if needed in the future, will depemdconditions in the capital markets, ger
economic conditions and a number of other faciaduding investor perceptions regarding the baghkirdustry and the market, governme
activities, many of which are outside our contamid on our financial condition and performance. @gkdingly, we cannot assure you that
will be able to raise additional capital if need®don terms acceptable to us. If we fail to meeséhcapital and other regulatory requirem
our financial condition, liquidity and results gberations would be materially and adversely afficte

Although we currently comply with all capital regeinents, we will be subject to more stringent ratpuly capital ratio requiremel
in the future and we may need additional capitaroter to meet those requirements. Our failureetoain “well capitalizedfor bank regulator
purposes could affect customer confidence, ouitpalid grow, our costs of funds and FDIC insurawcosts, our ability to pay dividends
common stock, make distributions on our trust prefit securities, our ability to make acquisitioasd our business, results of operations
financial condition, generally. Under FDIC rulekSeacoast National ceases to be a “well capiddilirestitution for bank regulatory purpos
its ability to accept brokered deposits and therest rates that it pays may both be restricted.

As of April 1, 2011, the FDIC implemented its nealaulation methodology for insurance assessmepfsyiag revised risk categc
ratings for calculating assessments to total assss¢sTier 1 riskbased capital. Deposits are no longer utilizechasptimary base and the b
assessment rates vary depending on the DIF resstiueWe have not experienced any negative imfmaotir consolidated financial stateme
as a result of the new method as of December 1#4.20
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Changes in accounting and tax rules applicableanls could adversely affect our financial conditaomd results of operations.

From time to time, the Financial Accounting StamgaBoard (the “FASB"and the SEC change the financial accounting anartiag
standards that govern the preparation of our filmstatements. These changes can be hard to pegticcan materially impact how we rec
and report our financial condition and results péi@tions. In some cases, we could be requireggly @ new or revised standard retroacti
resulting in us restating prior period financiatements.

Our cost of funds may increase as a result of gdneconomic conditions, FDIC insurance assessmeéntsfest rates and competit
pressures

We have traditionally obtained funds through logeposits and thus we have a base of lower costacéion deposits. Generally,
believe local deposits are a cheaper and moreestahlrce of funds than other borrowings becauszest rates paid for local deposits
typically lower than interest rates charged forrbatings from other institutional lenders and reflacmix of transaction and time depot
whereas brokered deposits typically are higher ot deposits. Our costs of funds and our profitgtand liquidity are likely to be adverse
affected if, and to the extent, we have to relyrupaher cost borrowings from other institutionahdlers or brokers to fund loan deman
liquidity needs, and changes in our deposit mix gmaavth could adversely affect our profitabilitychthe ability to expand our loan portfolio.

Current and proposed rules may impose additionatative compensation and corporate governance reménts that may adversely affec
and our business, including our ability to recraitd retain qualified employees.

The Federal Reserve has proposed guidelines onitax@compensation. Reflecting regulatdi®tus on compensation issues, in 2!
the FDIC proposed, but did not finalize, a rulénicorporate employee compensation factors intaitkeassessment system which would a
risk-based deposit insurance assessment rates if tignd#scertain compensation programs does notfgatisrtain FDIC goals to preve
executive compensation from encouraging unduetakig. In addition, the DodBrank Act requires banking regulators to issue lsgns o
guidelines to prohibit incentiveased compensation arrangements that encouragaapaiate risk taking by providing excessive congadior
or that may lead to material loss at certain fim@anastitutions with $1 billion or more in asseRegulators have proposed, but not yet final
rules on the topic. Further, in June, 2010, theeFrddReserve, the OCC, the Office of Thrift Supgion, and the FDIC jointly issu
comprehensive final guidance designed to ensuteinbantive compensation policies do not underntire safety and soundness of ban
organizations by encouraging employees to take udgmt risks. This regulation significantly restsithe amount, form, and context in wt
we pay incentive compensation.

These provisions and any future rules issued byFdderal Reserve and the FDIC or any other regylatgencies could advers
affect our ability to attract and retain managemeagiable and sufficiently motivated to manage apérate our business through diffic
economic and market conditions. If we are unablatt@ct and retain qualified employees to managkaperate our business, we may nc
able to successfully execute our business strategy.
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The short-term and long-term impact of the new Blseapital standards and their implementing rales uncertain.

On September 12, 2010, the Group of Governors azatisl of Supervision, the oversight body of the B&senmittee on Bankir
Supervision, announced an agreement to a streregrsst of capital requirements for internationaliyive banking organizations in the Un
States and around the world, known as Basel I&. BRegulators issued the Revised Capital Ruleg;hwilmiplement Basel I, as well as caf
requirements set forth in the Doéfdank Act. These rules establish increased minimapital requirements and create other new requinés
such as the requirement to maintain a “capital ensaion buffer” on top of the minimum riskeighted asset ratios. These rules took effe
January 1, 2015 and will be phased in over a fear yeriod. For a more detailed description of Biband the Revised Capital Rules,
“ltem 1. Business—Supervision and Regulation.”

Lending goals may not be attainak

It may not be possible to safely, soundly and pabfiy make sufficient loans to creditworthy persanshe current economy to sati
our prospective goals for commercial, residentia aonsumer lending volumes. Future demand fortiaddil lending is unclear and uncert
and opportunities to make loans may be more limded/or involve risks or terms that we likely woubdt find acceptable or in ¢
shareholdersbest interest. A failure to meet our lending gaalsald adversely affect our results of operation inancial condition, liquidit
and capital. Also, the profitability of funding $ubans using deposits may be adversely affectaddmgased FDIC insurance premiums.

Federal banking agencies periodically conduct exations of our business, including for compliandéhvlaws and regulations, and c
failure to comply with any supervisory actions teiehh we are or become subject as a result of suam@ations may adversely affect

The Federal Reserve and the OCC periodically caneixmminations of our business and Seacoast Néitoohasiness, including 1
compliance with laws and regulations, and Seacbidional also may be subject to participation bg BFPB in its future regulatc
examinations as discussed in the “Supervision agguRtion”section above. If, as a result of an examinatiba, Rederal Reserve, the O
and/or the CFPB were to determine that the findnmiedition, capital resources, asset quality, ase@acentrations, earnings prospe
management, liquidity, sensitivity to market rigk,other aspects of any of our or Seacoast Natigmglerations had become unsatisfactor
that we or our management were in violation of ky, regulation or guideline in effect from timettme, the regulators may take a numbe
different remedial actions as they deem appropriéiteese actions include the power to enjoin “unsafauinsound”practices, to requi
affirmative actions to correct any conditions résgl from any violation or practice, to issue armméwistrative order that can be judicie
enforced, to direct an increase in our capitategirict our growth, to change the composition uf concentrations in portfolio or balance sl
assets, to assess civil monetary penalties agaunstfficers or directors or to remove officers afigkctors.

Our future success is dependent on our abilityoimpgete effectively in highly competitive markets.

We operate in the highly competitive markets of fitarSt. Lucie, Brevard, Indian River and Palm Beand Broward Counties
southeastern Florida, the Orlando, Florida metiitguolstatistical area in Orange, Seminole and l@&enty, as well as in Volusia County, i
more rural competitive counties in the Lake Okeée®y Florida region. Our future growth and suceeisdepend on our ability to compg
effectively in these markets. We compete for loaleposits and other financial services in geogmapiarkets with other local, regional :
national commercial banks, thrifts, credit uniomgrtgage lenders, and securities and insuranceskagk firms. Many of our competitors o
products and services different from us, and hadsstantially greater resources, name recognitiah raarket presence than we do, wl
benefits them in attracting business. Larger coitggetmay be able to price loans and deposits raggeessively than we can, and have brc
customer and geographic bases to draw upon.
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We are dependent on key personnel and the logseafromore of those key personnel could harm osimass.

Our future success significantly depends on thdimoed services and performance of our key managep@sonnel. We believe ¢
management teas’depth and breadth of experience in the bankidgsimy is integral to executing our business pl&ie. also will need 1
continue to attract, motivate and retain other geysonnel. The loss of the services of membersioSenior management team or other
employees or the inability to attract additionahlified personnel as needed could have a matedisdrae effect on our business, finar
position, results of operations and cash flows.

We are subject to losses due to fraudulent andgeg acts on the part of loan applicants, mortgagekers, other vendors and our employ

When we originate mortgage loans, we rely heavitpruinformation supplied by loan applicants anddhparties, including tt
information contained in the loan application, pdp appraisal, title information and employmend amcome documentation provided by ti
parties. If any of this information is misrepresshand such misrepresentation is not detected torioan funding, we generally bear the ris
loss associated with the misrepresentation.

We operate in a heavily regulated environment.

We and our subsidiaries are regulated by sevegalators, including the Federal Reserve, the OGE SEC, the FDIC, Nasdagq, :
the CFPB. Our success is affected by state anddedegulations affecting banks and bank holdingipanies, the securities markets
banking, securities and insurance regulators. Bankegulations are primarily intended to proteatstomers and depositors, not sharehol
The financial services industry also is subjecfréguent legislative and regulatory changes anggsed changes, the effects of which ca
be predicted. These changes, if adopted, couldre2gs to maintain more capital, liquidity and riséntrols which could adversely affect
growth, profitability and financial condition.

We are subject to internal control reporting reqnrents that increase compliance costs and failoreomply with such requirements cc
adversely affect our reputation and the value afsmcurities.

We are required to comply with various corporatgegnance and financial reporting requirements utlderSarbane®xley Act o
2002, as well as rules and regulations adoptedé&ySEC, the Public Company Accounting OversightrB@ad Nasdaq. In particular, we
required to include management and independerdgtezgd public accounting firm reports on interrahteols as part of our Annual Report
Form 10-K pursuant to Section 404 of the Sarbdabdey Act. The SEC also has proposed a number wf nides or regulations requiri
additional disclosure, such as lowerel employee compensation. We expect to continugpend significant amounts of time and mone
compliance with these rules. Our failure to trackl @omply with the various rules may materially exbely affect our reputation, ability
obtain the necessary certifications to financiatesnents, and the value of our securities.
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Our controls and procedures may fail or be circunted.

Management regularly reviews and updates our iatecontrols over financial reporting, disclosurentols and procedures, ¢
corporate governance policies and procedures. Asies of controls, however well designed and operrats based in part on cert
assumptions and can provide only reasonable, reatiate, assurances that the objectives of thersyate met. Any failure or circumvention
our controls and procedures or failure to complshwegulations related to controls and proceduresdchale a material adverse effect on
business, results of operations and financial ¢amdi

Our operations rely on external vendors.

We rely on certain external vendors to provide patsl and services necessary to maintain our daiayoeperations, particularly
the areas of operations, treasury management systeformation technology and security, exposingaithe risk that these vendors will
perform as required by our agreements. An extereatlor’s failure to perform in accordance with our agreeheould be disruptive to o
operations, which could have a material adverseaanpn our business, financial condition and respilioperations.

We must effectively manage our information systesks

We rely heavily on our communications and informatsystems to conduct our business. The finaneraices industry is undergoit
rapid technological changes with frequent introthit of new technology-driven products and servias ability to compete successfully
depends in part upon our ability to use technokoggrovide products and services that will satmfgtomer demands. Many of the Company’s
competitors invest substantially greater resouirtéschnological improvements than we do. We mayboable to effectively implement new
technologydriven products and services or be successful iketiag these products and services to our custmmdrich may negatively affe
our business, results of operations or financiadoon.

Our communications and information systems remalnerable to unexpected disruptions and failures failure or interruption of
these systems could impair our ability to serveaustomers and to operate our business and comdgkour reputation, result in a loss of
business, subject us to additional regulatory styudr enforcement or expose us to civil litigatiand possible financial liability. While we
have developed extensive recovery plans, we cassuire that those plans will be effective to preeenerse effects upon us and our
customers resulting from system failures. Whilemagntain an insurance policy which we believe pdesi sufficient coverage at a manageabl
expense for an institution of our size and scoph similar technological systems, we cannot asthatethis policy would be sufficient to cover
all related financial losses and damages shouldxperience any one or more of our or a third parsy'stems failing or experiencing a cyber-
attack.

We collect and store sensitive data, including geafly identifiable information of our customersda@mployees. Computer break-ins
of our systems or our customers’ systems, theftkatd and other breaches and criminal activity neaylt in significant costs to respond,
liability for customer losses if we are at faulgndage to our customer relationships, regulatomytisgr and enforcement and loss of future
business opportunities due to reputational damalifeough we, with the help of third-party servicempiders, will continue to implement
security technology and establish operational piopes to protect sensitive data, there can be suwrasce that these measures will be effec
We advise and provide training to our customerandigg protection of their systems, but there isasurance that our advice and training wil
be appropriately acted upon by our customers ecte to prevent losses. In some cases we mayteleontribute to the cost of respondint
cybercrime against our customers, even when wadtrat fault, in order to maintain valuable customatationships.
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The antitakeover provisions in our Articles of Incorporatiand under Florida law may make it more difficiat takeover attempts that he
not been approved by our board of directors.

Florida law and our Articles of Incorporation indii antitakeover provisions, such as provisions that ersagripersons seeking
acquire control of us to consult with our boardd amhich enable the board to negotiate and give iderstion on behalf of us and «
shareholders and other constituencies to the mefitany offer made. Such provisions, as well asesugjority voting and quoru
requirements, a staggered board of directors anéPtbtective Amendment, may make any takeover ateeand other acquisitions of intere
in us, by means of a tender offer, open markethasge, a proxy fight or otherwise, that have nohlaggproved by our board of directors n
difficult and more expensive. These provisions rdesgourage possible business combinations thatjerityaof our shareholders may belie
to be desirable and beneficial. As a result, owartdaf directors may decide not to pursue transastthat would otherwise be in the |
interests of holders of our common stock.

Hurricanes or other adverse weather events coulghtieely affect our local economies or disrupt operations, which would have an adve
effect on our business and results of operations.

Our market areas in Florida are susceptible toidames, tropical storms and related flooding anddwdamage. Such weather evi
can disrupt operations, result in damage to prasednd negatively affect the local economies @ rirarkets where we operate. We ca
predict whether or to what extent damage that neagdused by future hurricanes will affect our opiens or the economies in our curren
future market areas, but such weather events amsidt in a decline in loan originations, a declinghe value or destruction of proper
securing our loans and an increase in the delirgjegnforeclosures or loan losses. Our businessesudts of operations may be adver
affected by these and other negative effects afréuhurricanes, tropical storms, related flooding avind damage and other similar wea
events. As a result of the potential for such weatvents, many of our customers have incurredfigntly higher property and casue
insurance premiums on their properties locatedumnoarkets, which may adversely affect real estates and values in our markets.

The CFPBS issued rules may have a negative impact on cam larigination process, and compliance and coll@ttcosts, which cou
adversely affect our mortgage lending operationd aperating results.

The CFPB issued rules that are likely to impact msidential mortgage lending practices, and tlsdemtial mortgage mark
generally, including rules that implement the “dbito-repay” requirement and provide protectioanf liability for “qualified mortgages,as
required by the Dodd-Frank Act, which took effeat $anuary 10, 2014. The CFPB has also issued aaruoflother mortgageelated rule:
including new rules pertaining to loan originatoengensation, and that establish qualification,stegiion and licensing requirements for |
originators. These and other changes are likelymigose restrictions on future mortgage loan oritioms, diminish lenderstights again:
delinquent borrowers or otherwise change the wayshich lenders make and administer residentiatgage loans. These rules could ha
negative effect on the financial performance ofceeat National mortgage lending operations, by, among othegghireducing the volume
mortgage loans that Seacoast National can origaradesell into the secondary market, increasingatapliance burden and impairing Seac
Nationa'’s ability to proceed against certain delinquentrbwers with timely and effective collection effert
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Risks Related to our Common Stock

We may issue additional shares of common or prefestock, which may dilute the interests of ourahalders and may adversely affect
market price of our common stock.

We are currently authorized to issue up to 60 arillshares of common stock, of which 33,136,592esharere outstanding as
December 31, 2014, and up to 4 million shares efgpred stock, of which no shares are outstan@uobject to certain NASDAQ requiremel
our board of directors has authority, without attar vote of the shareholders, to issue all or pathe remaining authorized but uniss
shares and to establish the terms of any serigsraférred stock. These authorized but unissuedeshepuld be issued on terms o
circumstances that could dilute the interests béioshareholders.

Our stock price is subject to fluctuations, and ¥adue of your investment may decline.

The trading price of our common stock is subjectvide fluctuations. The stock market in general] #me market for the stocks
commercial banks and other financial services congsan particular, has experienced significantgrnd volume fluctuations that someti
have been unrelated or disproportionate to theatiper performance of those companies. These br@allanand industry factors may seriot
harm the market price of our common stock, regasdtd our operating performance, and the valueaf jnvestment may decline.

Iltem 1B. Unresolved Staff Comment
None.
Item 2. Properties

We and Seacoast Natiormlmain office occupies approximately 66,000 sqfieet of a 68,000 square foot building in Stuartrigla
This building, together with an adjacent 10-laniwetthrough banking facility and an additional 200&quare foot office building, are situa
on approximately eight acres of land in the cenfeStuart that is zoned for commercial use. Thdding and land are owned by Seac
National, which leases out portions of the buildimgg utilized by us and Seacoast National to ulatfid third parties

Adjacent to the main office, Seacoast National dsazpproximately 21,400 square feet of office sgemm third parties to hou
operational departments, consisting primarily ddimation systems and retail support. SeacoasbNaltiowns its equipment, which is usec
servicing bank deposits and loan accounts as watindine banking services, and providing tellers anteotcustomer service personnel \
access to customen®cords. In addition, Seacoast National owns amatip@s center consisting of a 4,939 square fodtlimg situated on 1.4
acres in Okeechobee, Florida. Our PGA Blvd. branaitilized as a disaster recovery site should nahtlisasters or other events preclude
of Seacoast National’s primary operations center.

Seacoast currently operates its Seacoast Marirené&&nDivision in a 2,009 square foot leased fgcititFt. Lauderdale, Florida, a
has representation in California, Washington anzd¥ra. The 1,200 square foot leased space in NévBeach, California was closed
December 31, 2014.

CBF, our receivables factoring company occupied 1l §quare feet of leased space on the first flbdh® Winter Park branch
Orlando, Florida.
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Seacoast National maintained 42 branch officeg, émmmercial lending offices and its main officeFiorida at December 31, 20
As of December 31, 2014, the net carrying valughese offices (excluding the main office) was appmately $35.2 million. Seaco:
Nationa’s branch and commercial lending offices in 201 generally described as follows:

Branch Office

Owned/Leased

Year Opened Square Feet

Jensen Beach
1000 N.E. Jensen Beach Blvd.
Jensen Beach, FL 349!

East Ocean
2081 East Ocean Blvd
Stuart, FL 34991

Cove Road
5755 S.E. U.S. Highway 1
Stuart, FL 3499

Hutchinson Island
4392 N.E. Ocean Blvd.
Jensen Beach, FL 349!

Westmoreland
1108 S.E. Port St. Lucie Blvd.
Port St. Lucie, FL 3495

Wedgewood Commons
3200 U.S. Highway 1
Stuart, FL 3499

Bayshore
247 S.W. Port St. Lucie Blvd.
Port St. Lucie, FL 3498

Hobe Sound
11711 S.E. U.S. Highway 1
Hobe Sound, FL 334E&

Fort Pierce
1901 South U.S. Highway 1
Fort Pierce, FL 3495

Martin Downs
2601 S.W. High Meadow Ave.
Palm City, FL 3499(

1977 1,920 Owned

1978 (relocated in 1995) 2,300 Owned; expected to close in
2015
1983 3,450 Leased
1984 4,000 Lease expired; closed in

December 2014

1985 (relocated in 2008) 4,468 (with 1,179 leased = Owned building located on
tenants) leased land

1988 (relocated in 2009) 5,477 (with 2,641 availak  Owned building located on

to be leased to tenants) leased land.
1990 3,520 Leased
1991 8,000 (with 1,225 availak Owned

to be leased to tenants)

1991 (relocated in 2008) 5,477 (with 2,641 availat Owned building located on
to be leased to tenants) leased land

1992 3,960 Owned

43




Tiffany 1992 8,250 Owned
9698 U.S. Highway 1
Port St. Lucie, FL 3495

Vero Beach 1993 3,300 Owned
1206 U.S. Highway 1
Vero Beach, FL 3296

Cardinal 1993 (relocated in 2008) 5,435 Leased
2940 Cardinal Dr.
Vero Beach, FL 3296

St. Lucie West 1994 (relocated in 1997) 4,320 Leased
1100 S.W. St. Lucie West Blvd.
Port St. Lucie, FL 3498

Sebastian Wal-Mart 1996 865 Leased; closed in December
2001 U.S. Highway 1 2014
Sebastian, FL 329&

South Vero Square 1997 3,150 Owned
752 U.S. Highway 1
Vero Beach, FL 3296

Sebastian West 1998 3,150 Owned
1110 Roseland Rd.
Sebastian, FL 329&

Tequesta 2003 3,500 Owned
710 N. U.S. Highway 1
Tequesta, FL 3346

Jupiter 2004 2,881 Owned building located on
585 W. Indiantown Rd. leased land
Jupiter, FL 3345!

Vero 60 West 2005 2,500 Owned
6030 20th Street
Vero Beach, FL 3296

Downtown Orlando 2005 6,752 Lease expired; closed in
65 N. Orange Ave. December 2014
Orlando, FL 3280:

Maitland 2005 4,536 Leased

541 S. Orlando Ave.
Maitland, FL 32751
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PGA Blvd.
3001 PGA Blvd.
Palm Beach Gardens, FL 334

South Parrott
1409 S. Parrott Ave.
Okeechobee, FL 3497

North Parrott
500 N. Parrott Ave.
Okeechobee, FL 349

Arcadia
1601 E. Oak St.
Arcadia, FL 3426¢

Moore Haven
501 U.S. Highway 27
Moore Haven, FL 3347

Clewiston
300 S. Berner Rd.
Clewiston, FL 3344

LaBelle
17 N. Lee St.
LaBelle, FL 3393t

Lake Placid
199 U.S. Highway 27 North
Lake Placid, FL 3385

Viera — The Avenues
6711 Lake Andrew Dr.
Viera, FL 3294(

Murrell Road
5500 Murrell Rd.
Viera, FL 3294(

Gatlin Boulevard
1790 S.W. Gatlin Blvd.
Port St. Lucie, FL 3495

Winter Park
1031 West Morse Blvd
Winter Park, FL 32789

2006

2006

2006

2006 (expanded in 2008)

2006 (relocated from

leased premises in 2012)

2006

2006

2006

2007

2008

2008

2014 (acquired through
BankFIRST merger;
opened 1989)
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13,454

8,232

3,920

3,256

4,415

5,661

2,361

2,125

5,999

9,041 (with 2,408 leased
tenants and 1,856 availa
to be leased

5,300 (with 2,518 availak
for leasing)

18,135 (with 9,069

occupied by Seacoast,
1,511 by CBF, and 7,555

available to be lease

Leased

Owned

Owned

Owned

Owned

Owned

Owned

Owned

Leased; closed in December

2014

Leased; closed in December
2014

Owned

Leased




Winter Garden
13207 West Colonial Dr.
Winter Garden, FL 3478

Eustis
15119 Highway 441
Eustis, FL 3272t

Melbourne
300 South Harbor City Blvd.
Melbourne, FL 3290.

Ormond Beach
1240 W. Granada Blvd.
Ormond Beach, FL 3217

Oviedo
2839 Clayton Crossing Way
Oviedo, FL 3276!

Viera
105 Capron Trial
Viera, FL 3294(

Apopka
345 East Main St.
Apopka, FL 3270

Port Orange
405 Dunlawton Ave.
Port Orange, FL 3212

Sanford
3791 West B!St.
Sanford, FL 3277

Titusville

4250 South Washington Ave.

Titusville, FL 3278C

Clermont
1000 East Highway 50
Clermont, FL 3471:

2014 (acquired through
BankFIRST merger;
opened 1989

2014 (acquired through
BankFIRST merger;
opened 1991

2014 (acquired through
BankFIRST merger;
opened 1996

2014 (acquired through
BankFIRST merger;
opened 1997

2014 (acquired through
BankFIRST merger;
opened 200C

2014 (acquired through
BankFIRST merger;
opened 200C

2014 (acquired through
BankFIRST merger;
opened 2001

2014 (acquired through
BankFIRST merger;
opened 2001

2014 (acquired through
BankFIRST merger;
opened 2003)

2014 (acquired through
BankFIRST merger;
opened 2003

2014 (acquired through 7,354 (with 3,582 leased

BankFIRST merger;
opened 2005
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8,081

4,699

4,558

8,810

4,482

3,426

4,984

3,120

3,191

2,050

tenants)

Owned

Owned

Owned

Owned

Owned

Owned

Owned

Owned

Owned

Owned

Owned




Sebastian 2014
1627 U.S. Highway 1, Suite 107
Sebastian, FL 329&

Sewall’s Point 2014
3727 S. East Ocean Blvd, #102
Stuart, FL 34991

Commercial lending offices Opened In

1,190

3,522

Square Feet

Leased

Leased

Owned/Leased

Hannibal Square 2013
444 W. New England Avenue,
Suite 117
Winter Park, FL 3278

Rialto 2013
7335 W. Sand Lake Road,
Suite 137
Orlando, FL 3281

Park Place 2013
7025 County Road 46A,
Suite 1091
Heathrow, FL 3274

Victoria Park Shoppes 2013
622 North Federal Highway
Ft. Lauderdale, FL 333C

Town Center 2013
5250 Town Center Circle,
Suite 109
Boca Raton, FL 3448

For additional information regarding our propertipkease refer to Notes G and K of the Notes tosGlidated Financial Statements.

Item 3. Legal Proceeding

We and our subsidiaries are subject, in the orgir@urse, to litigation incident to the businesgeswhich we are engage
Management presently believes that none of thd fegaeedings to which we are a party are likelhave a material effect on our consolidi
financial position, operating results or cash flpaithough no assurance can be given with respeabitultimate outcome of any such clair

litigation.
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1,489

1,979

1,800

1,495

Leased

Leased

Leased

Leased

Leased




Item 4. Mine Safety Disclosure
Not applicable.
Part Il
Item 5. Market For Registrant’s Common Equity, Related Stockholder Matters and Isuer Purchases of Equity Securitie

Holders of our common stock are entitled to onesvidr share on all matters presented to sharelsaddeprovided in our Articles
Incorporation.

Our common stock is traded under the symbol “SBGf'the Nasdaq Global Select Market, which is aonafi securities exchan
(“Nasdaq”). As of February 27, 2015 there were 33,135,526 shafeour common stock outstanding, held by appretély 1,980 recol
holders.

The table below sets forth the high and low saleegrper share of our common stock on Nasdaq anditidends paid per share
our common stock for the indicated periods.

Sales Price per Share Quarterly Dividend:
Seacoast Common Sto Declared Per Share
High Low Seacoast Common St¢
2013
First Quarte! $ 1128 $ 77 % 0.0C
Second Quarte 11.0¢ 8.5( 0.0cC
Third Quartel 12.3( 10.1( 0.0cC
Fourth Quarte 12.4¢ 10.1( 0.0cC
2014
First Quartel $ 1251 $ 10.5¢ $ 0.0C
Second Quarte 11.2¢ 10.0(¢ 0.0C
Third Quartel 11.27 10.0z 0.0cC
Fourth Quarte 14.2¢ 10.8( 0.0c
Dividends

Dividends from Seacoast National are our primanyre® of funds to pay dividends on our common stagkder the National Bai
Act, national banks may in any calendar year, withthe approval of the OCC, pay dividends to theemtxof net profits for that year, p
retained net profits for the preceding two yeaesglany required transfers to surplus). The needadiotain adequate capital in Seac
National also limits dividends that may be paidug Beginning in the third quarter of 2008, we m=hliour dividend per share of comr
stock tode minimis$0.01. On May 19, 2009, the Company’s board ofadins voted to suspend quarterly dividends on comstock entirely.

Any dividends paid on our common stock would belaledd and paid at the discretion of our board @éadbrs and would |
dependent upon our liquidity, financial conditisasults of operations, capital requirements anth sticer factors as our board of directors
deem relevant. We do not expect to pay dividendswncommon stock in the foreseeable future aneexp retain all earnings, if any,
support our capital adequacy and growth.
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Additional information regarding restrictions orethbility of Seacoast National to pay dividendsisois contained in Note C of
Notes to Consolidated Financial Statements.“ltem 1. Business- Payment of Dividends” of thisrfol0K for information with respect
the regulatory restrictions on dividends.

Outstanding Warrants

On May 30, 2012, Seacoast repurchased the Warrawibpsly issued to the U.S. Treasury under the PATPP for $81,000 (net
related expenses). Seacoast had no warrants alitgjaat December 31, 2014.

Securities Authorized for Issuance Under Equity @ensation Plans

See the information included under Part Ill, Ite®) Which is incorporated in response to this itgmdference.
Item 6. Selected Financial Dat

For five years selected financial data of the Camyga set forth under the caption “Financial Highlis” on page 120.
Item 7. Managemen’s Discussion and Analysis of Financial Condition ahResults of Operation:

Management’s Discussion and Analysis of Financiahdition and Results of Operations appears undec#ption “Managemerst’
Discussion and Analysis of Financial Condition &websults of Operations” on pages 61-99.

ltem 7A.  Quantitative and Qualitative Disclosures About Market Risk

For discussion of the quantitative and qualitatdisclosures about market risk, see “Interest Ramsiivity”, “Securities”, anc
“Market Risk” sections of Management's Discussionl &nalysis of Financial Condition and Results gfe@ations on pages &8 and page
96-97.

Item 8. Financial Statements and Supplementary Dal

The reports of Crowe Horwath LLP and KPMG LLP (KPM@hdependent registered public accounting firarg] the Consolidat:
Financial Statements and Notes appear on paged721Quarterly Consolidated Income Statements lackided on page 119 entit
“Selected Quarterly Financial Information”.

Item 9. Changes in and Disagreements with Accountants on Acunting and Financial Disclosuri

None.
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Item 9A.  Controls and Procedure:
(a) Evaluation of Disclosure Controls and Procedu

We maintain disclosure controls and proceduresdtetlesigned to ensure that information requindsketdisclosed in our reports under
the Exchange Act is recorded, processed, summaaizedeported within the time periods specifiethim SEC’s rules and forms, and that sucl
information is accumulated and communicated to rgameent, including our Chief Executive Officer (*CB@nd Chief Financial Officer
(“CFQ"), as appropriate, to allow timely decisiaegarding required disclosure. In designing anduateng our disclosure controls and
procedures, as defined in SEC Rule 13a-15 unddethbange Act, management recognized that anyaserand procedures, no matter how
well designed and operated, can provide only resslerassurance of achieving the desired contrelcbiops.

In connection with the preparation of this Annua&iprt on Form 10-K, as of the end of the periodecet by this report, an evaluation
was performed, with the participation of the CE@ &FO, of the effectiveness of our disclosure adatand procedures, as required by Rule
13a45 of the Exchange Act. Based upon that evaluatienCEO and CFO concluded that our disclosureratsnand procedures were effec
as of the end of the period covered by this report.
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(b) Managemer's Report on Internal Control over Financial Repog

Management is responsible for establishing and taiaimg adequate internal control over financigaing for the Company. Our
internal control system was designed to providegrable assurance to our management and boarceofais regarding the reliability of
financial reporting and the preparation of finahstatements for external purposes.

Management conducted an assessment of the effieetisef our internal control over financial repagtas of December 31, 2014. This
assessment was based on the criteria set fortheb@dmmittee of Sponsoring Organizations of thedway Commission itnternal Control—
Integrated Framewor2013. Based on this assessment, management bdleseas of December 31, 2014, our internal coltrer financial
reporting was effectiveAs permitted, the Company has excluded the cugresut acquisition of The BANKshares, Inc. (represent
approximately 20 percent of total consolidated msseDecember 31, 2014) from the scope of managgsreport on internal control over
financial reporting.

Our independent registered public accounting fidmgwe Horwath LLP, has issued an attestation regodur internal control over
financial reporting which is included herein.

(c) Change in Internal Control Over Financial Reporti

As reported in our 2013 Annual Report on Form 18skof December 31, 2013, our management conclindeetr internal control over
financial reporting was not effective as a restith smaterial weakness related to ineffective reviduhe accounting for previously recorded
charge-offs, a non-routine matter, related to auneat troubled debt restructured loan.

During 2014, management has taken steps to rereettiat material weakness, including implementingtrod® to ensure that t
Company'’s financiablepartment provides for additional management vevand consulting, as needed, with outside indepeidonsultan
and accounting experts when faced with nomtine accounting matters. As a result of the sssful implementation of the remediai
activities noted, as well as subsequent success$ting of the design and operation of the enhamedrol procedure, management
concluded that its material weakness as disclaséttei Company’s 2013 Annual Report on FormKlBas been remediated as of Decembe
2014.

Except as described above, there were no changesriimternal control over financial reporting thatcurred during our last fis
quarter that have materially affected, or are reably likely to materially affect, our internal dool over financial reporting.
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Item 9B.  Other Information.
None.
Part 11l
Item 10. Directors, Executive Officers and Corporate Governace
Information concerning our directors and executbfficers is set forth under the headings “Propdsal Election of Directors,”

“Corporate Governance,” “Section 16(a) Beneficialr@rship Reporting Compliance” and “Certain Tratisas and Business Relationships
in the 2015 Proxy Statement, incorporated hereirebsrence.

Item 11. Executive Compensatiol

Information regarding the compensation paid byasur directors and executive officers is set famtfler the heading€EXecutive
Compensation,” “Compensation Discussion & AnalysisCompensation and Governance Committee Reportd d2014 Directo
Compensation” in the 2015 Proxy Statement whichrezerporated herein by reference.
Item 12. Security Ownership of Certain Beneficial Owners andVlanagement and Related Stockholder Mattel

The following table sets forth information aboutr @@mmon stock that may be issued under all ofexisting compensation plans
of December 31, 2014.
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Equity Compensation Plan Information

December 31, 201

Number of securitie
remaining availabli
for future issuanc

Number of securitie Weighted averag under equity
to be issued upa exercise price ¢ compensation plar
exercise of outstar- outstanding (excluding securitie
ing options, warrant options, warrant represente:
Plan Categor and rights and rights in column (a))
Equity compensation plans approved by
shareholders
2000 Plan (1 37,400 $ 116.4: 0
2008 Plan (2 0] 0.0C 0]
2013 Plan (3 455,60( 10.7( 387,02:
Employee Stock Purchase Plan (4) 0 0.0C 116,64(
TOTAL 493,000 $ 18.7: 503,66¢
(1) Seacoast Banking Corporation of Florida 2000d-6erm Incentive Plan. Shares reserved under this @ta available for issuar
pursuant to the exercise of stock options and sépgkeciation rights granted under the plan, a$ agelvesting of performance aw
shares, and awards of restricted stock or -based awards, previously issu
(2) Seacoast Banking Corporation of Florida 2008d-0erm Incentive Plan. Shares reserved under this @ta available for issuar
pursuant to the exercise of stock options and sépgkeciation rights granted under the plan, a$ aglvesting of performance aw
shares, and awards of restricted stock or -based awards, previously issu
) Seacoast Banking Corporation of Florida 2018d-6erm Incentive Plan. Shares reserved under this @ta available for issuar
pursuant to the exercise of stock options and staggireciation rights granted under the plan, ang be granted as awards
restricted stock, performance shares, or othek-based awards, prospective
(4) Seacoast Banking Corporation of Florida EmployeiSPurchase Plan, as amenc

Additional information regarding the ownership afirocommon stock is set forth under the headingopg®sal 1 -Election o

Directors” and “Security Ownership of Managemerd &ertain Beneficial Holdersh the 2015 Proxy Statement, and is incorporatedihdy
reference.

Iltem 13.

Certain Relationships and Related Transactions, an®irector Independence

Information regarding certain relationships andsictions between us and our officers, directods sagnificant shareholders is

forth under the heading “Compensation and GovemaDommittee Interlocks and Insider Participatiomid&'Certain Transactions a
Business Relationships” and “Corporate Governantéie 2015 Proxy Statement and is incorporatedihday reference.
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Item 14. Principal Accountant Fees and Service

Information concerning our principal accounting Segnd services is set forth under the headiRgldtionship with Independe
Registered Public Accounting Firm; Audit and Norudit Fees” in the 2015 Proxy Statement, and isripaated herein by reference.

Part IV
ltem 15. Exhibits, Financial Statement Schedule

(a)(1) The Consolidated Financial Statements, tbhtedlithereto and the report of the IndependentdRagd Public Accounting Fit
thereon listed in Item 8 are set forth commencingage 121.

(a)(2) List of financial statement schedules

All schedules normally required by Form KGare omitted, since either they are not applicailthe required information is showr
the financial statements or the notes thereto.

(a)(3) Listing of Exhibits

PLEASE NOTE: It is inappropriate for readers touess the accuracy of, or rely upon any covenangseeentations or warranties t
may be contained in agreements or other documdats ds Exhibits to, or incorporated by referencethis report. Any such covenal
representations or warranties may have been cqeehldfi superseded by disclosures contained in depsshedules or exhibits not filed with
incorporated by reference in this report, may wfkhe partiesnegotiated risk allocation in the particular traot&m, may be qualified t
materiality standards that differ from those apgitie for securities law purposes, may not be tauefahe date of this report or any other ¢
and may be subject to waivers by any or all of ghdies. Where exhibits and schedules to agreenfiéedsor incorporated by reference
Exhibits hereto are not included in these Exhilstsch exhibits and schedules to agreements arenclatded or incorporated by referel
herein.

The following Exhibits are attached hereto or ipmyated by reference herein (unless indicated wiker all documents referenc
below were filed pursuant to the Exchange Act bgcdast Banking Corporation of Florida, Commissida No. 0-13660):

Exhibit 3.1.1 Amended and Restated Articles of lpooation
Incorporated herein by reference from Exhibit ® the Company’s Quarterly Report on Form 10-Qgfiiéay 10, 2006.

Exhibit 3.1.2 Articles of Amendment to the Amendedl Restated Articles of Incorporation
Incorporated herein by reference from Exhibit 8 thte Company’s Form 8-K, filed December 23, 2008.

Exhibit 3.1.3 Articles of Amendment to the Amendedl Restated Articles of Incorporation
Incorporated herein by reference from Exhibit ®.4hte Company’s Form S-1, filed June 22, 2009.

Exhibit 3.1.4 Articles of Amendment to the Amendedl Restated Articles of Incorporation
Incorporated herein by reference from Exhibit ® the Company’s Form 8-K, filed July 20, 2009.
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Exhibit 3.1.5 Articles of Amendment to the Amendedl Restated Articles of Incorporation
Incorporated herein by reference from Exhibit ® the Company’s Form 8-K, filed December 3, 2009.

Exhibit 3.1.6 Articles of Amendment to the Amendedl Restated Articles of Incorporation
Incorporated herein by reference from Exhibit  the Company’s Form 8-K/A, filed July 14, 2010.

Exhibit 3.1.7 Articles of Amendment to the Amended] Restated Articles of Incorporation
Incorporated herein by reference from Exhibit & the Company’s Form 8-K, filed June 25, 2010.

Exhibit 3.1.8 Articles of Amendment to the Amendedl Restated Articles of Incorporation
Incorporated herein by reference from Exhibit ® the Company’s Form 8-K, filed June 1, 2011.

Exhibit 3.1.9 Articles of Amendment to the Amended] Restated Articles of Incorporation
Incorporated herein by reference from Exhibit & the Company’s Form 8-K, filed December 13, 2013.

Exhibit 3.2 Amended and Restated-Bws of the Company
Incorporated herein by reference from Exhibit ®2hte Company’s Form 8-K, filed December 21, 2007.

Exhibit 4.1 Specimen Common Stock Certificate
Incorporated herein by reference from Exhibit 4.the Company’s Form 10-K, filed on March 17, 2014.

Exhibit 4.2 Junior Subordinated Indenture

Dated as of March 31, 2005, between the CompanyWildington Trust Company, as Trustee (including form of the Floatin
Rate Junior Subordinated Note, which appears ini@e@.1 thereof), incorporated herein by referefreen Exhibit 10.1 to th
Company’s Form 8-K filed April 5, 2005.

Exhibit 4.3 Guarantee Agreement
Dated as of March 31, 2005 between the Compan@uasantor, and Wilmington Trust Company, as Guaeitrustee, incorporat
herein by reference from Exhibit 10.2 to the Conymform 8-K filed April 5, 2005.

Exhibit 4.4 Amended and Restated Trust Agreement

Dated as of March 31, 2005, among the Company,eo$&tor, Wilmington Trust Company, as Propertysiee, Wilmington Tru:
Company, as Delaware Trustee and the Administraliugstees named therein, as Administrative Trust@eduding exhibit
containing the related forms of the SBCF Capitalstri Common Securities Certificate and the PrefkrBecurities Certificate
incorporated herein by reference from Exhibit 110.8he Company’s Form 8-K filed April 5, 2005.

Exhibit 4.5 Indenture

Dated as of December 16, 2005, between the CompadyU.S. Bank National Association, as Trusteel(ting the form of th
Junior Subordinated Debt Security, which appeafSxdbit A to the Indenture), incorporated herejnrbference from Exhibit 10.1
the Company'’s Form 8-K filed December 21, 2005.
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Exhibit 4.6 Guarantee Agreement
Dated as of December 16, 2005, between the CommengGuarantor, and U.S. Bank National AssociateaanGuarantee Trust
incorporated herein by reference from Exhibit 110.2he Company’s Form 8-K filed December 21, 2005.

Exhibit 4.7 Amended and Restated Declaration offru

Dated as of December 16, 2005, among the Compangpansor, Dennis S. Hudson, Il and William R. Hals Administrators, ai
U.S. Bank National Association, as InstitutionaliStee (including exhibits containing the relatedrfe of the SBCF Statutory Trus
Common Securities Certificate and the Capital S#éear Certificate), incorporated herein by refererfoom Exhibit 10.3 to tt
Company’s Form 8-K filed December 21, 2005.

Exhibit 4.8 Indenture

Dated June 29, 2007, between the Company and leaBaiik, as Trustee (including the form of the JuBigbordinated Debt Securi
which appears as Exhibit A to the Indenture), ipooated herein by reference from Exhibit 10.1 ® @ompany’s Form 8 filed July
3, 2007.

Exhibit 4.9 Guarantee Agreement
Dated June 29, 2007, between the Company, as Gagrand LaSalle Bank, as Guarantee Trustee, incat@d herein by referer
from Exhibit 10.2 to the Company’s Form 8-K filedly) 3, 2007.

Exhibit 4.10 Amended and Restated Declaration abfr

Dated June 29, 2007, among the Company, as Spddsonis S. Hudson, Il and William R. Hahl, as Adistrators, and LaSa
Bank, as Institutional Trustee (including exhibitsntaining the related forms of the SBCF Statufbryst 11l Common Securiti¢
Certificate and the Capital Securities Certificateforporated herein by reference from Exhibit31f@. the Company’s Form R-filed
July 3, 2007.

Exhibit 4.11 Registration Rights Agreement
Dated January 13, 2014, between the Company an@&@e@apital Group I, L.P., incorporated hereinrbference from Exhibit 10
to the Company’s Form 8-K, filed January 14, 2014.

Exhibit 10.1 Amended and Restated Retirement Sauitian®
Incorporated herein by reference from Exhibit 11@.the Company’s Annual Report on Form 10-K, fiMdrch 15, 2011.

Exhibit 10.2 Amended and Restated Employee StockHase Plari
Incorporated by reference to Exhibit A to the Compa Definitive Proxy Statement on DEF14A, filed witte Commission on Api
27, 2009.

Exhibit 10.3 Dividend Reinvestment and Stock Puseh@lan
Incorporated by reference to the Company’s Formfit&e@ on November 12, 2014.
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Exhibit 10.4 2000 Long Term Incentive Plan as Anesiid
Incorporated herein by reference from the CompaRggistration Statement on Form S-8 File No. 39972, filed November 1
2000, and Proxy Statement on Form DEF 14A, filedviamch 13, 2000.

Exhibit 10.5 Executive Deferred Compensation Plan
Incorporated herein by reference from Exhibit 1ad the Company’s Annual Report on Form 10-K, fildrch 30, 2001.

Exhibit 10.6 Change of Control Employment Agreemfent
Dated December 24, 2003 between William R. Hahl gaedCompany, incorporated herein by reference fEothibit 10.17 to th
Company’s Form 8-K, filed December 29, 2003.

Exhibit 10.7 Amended and Restated Directors Defe@empensation Plah
Incorporated herein by reference from Exhibit 11@.8he Company’s Form 10-K, filed on March 17, 2014

Exhibit 10.8 2008 Lond erm Incentive Plat
Incorporated herein by reference from Exhibit Atte Company’s Proxy Statement on Form DEF 14Adfiarch 18, 2008.

Exhibit 10.9 Form of 409A Amendment to Employmemnfrédement with William R. Hah
Incorporated herein by reference from Exhibit 1t@.the Company’s Form 8-K, filed January 5, 2009.

Exhibit 10.10 2013 Incentive Plan
Incorporated herein by reference from Appendix Ah® Company’s Proxy Statement on Form DEF 14A&dfihpril 9, 2013.

Exhibit 10.11 Letter Agreement Regarding Lead Dive@osition*
Dated March 1, 2014 between Roger O. Goldman aadCQbmpany, incorporated herein by reference froriliix 10.1 to th
Company’s Form 8-K, filed March 6, 2014.

Exhibit 10.12 Form of Change of Control Employmégtreement with Daniel Chappell, Charles Cross, Bawudeshell, Jeffery |
Lee and Charles Shaffer
Incorporated herein by reference from Exhibit 11@.the Company’s Form 8-K, filed November 3, 2014.

Exhibit 10.13 Employment Agreement
Dated December 18, 2014 between Dennis S. HudBamd the Company, incorporated herein by refezeinem Exhibit 10.1 to tt
Company’s Form 8-K, filed December 19, 2014.

Exhibit 10.14 Agreement and Plan of Merger
Dated April 24, 2014, by and among the Companyc&ast National Bank, The BANKshares, Inc. and B4aREH, incorporate
herein by reference from Exhibit 2.1 to the Compaiprm 8-K, filed April 28, 2014.

Exhibit 21 Subsidiaries of Registrant
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Exhibit 23.1 Consent of Independent RegisterediPéacounting Firm

Exhibit 23.2 Consent of Independent RegisterediPéacounting Firm

Exhibit 31.1 Certification of Chief Executive Oféc pursuant to Section 302 of the SarbaDgkey Act of 2002

Exhibit 31.2 Certification of Chief Financial Ofc pursuant to Section 302 of the SarbaDekkey Act of 2002

Exhibit 32.1** Certification of Chief Executive Qffer pursuant to Section 906 of the Sarba@gkey Act of 2002 and Section 111
Emergency Economic Stability Act, as amended

Exhibit 32.2** Certification of Chief Financial Offer pursuant to Section 906 of the Sarba@gky Act of 2002 and Section 111
Emergency Economic Stability Act, as amended

Exhibit 101 Interactive Data File

Management contract or compensatory plan or arraege

The certifications attached as Exhibits 32.1 &2d2 accompany this Annual Report on Form 10-K amed‘furnished’to the Securitie
and Exchange Commission pursuant to Section 9aeoSarbanes-Oxley Act of 2002 and shall not bengele“filed” by the
Company for purposes of Section 18 of the Exchakuie

(b) Exhibits

The response to this portion of Item 15 is submitteder item (a)(3) above.

(c) Financial Statement Schedules

None.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the regigthas duly caused this repot
be signed on its behalf by the undersigned, theoeduly authorized.

SEACOAST BANKING CORPORATION OF FLORID;
(Registrant’

By: /s/ Dennis S. Hudson, |
Dennis S. Hudson, I
Chairman of the Board and Chief Executive Offi

Date: March 16, 2015

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed bélpthe following persons on
behalf of the registrant and in the capacities@mthe dates indicated.

Date
/s/ Dennis S. Hudson, Il March 16, 2015
Dennis S. Hudson, lll, Chairman of the Board,
Chief Executive Officer and Director
(principal executive officer
/s/ William R. Hahl March 16, 2015
William R. Hahl, Executive Vice President and
Chief Financial Officer
(principal financial and accounting office
/s/ Dennis J. Arczynski March 16, 2015
Dennis J. Arczynski, Directc
/s/ Stephen E. Bohner March 16, 2015
Stephen E. Bohner, Direct
/s/ T. Michael Crook March 16, 2015
T. Michael Crook, Directo
/sl H. Gilbert Culbreth, Jr. March 16, 2015

H. Gilbert Culbreth, Jr, Directc
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/s/ Julie H. Daum

Julie H. Daum, Directa

/sl Christopher E. Fogal

Christopher E. Fogal, Direct:

/s/ Maryann B. Goebel

Maryann B. Goebel, Directc

/s/ Roger O. Goldman

Roger O. Goldman, Directt

/s/ Robert B. Goldstein

Robert B. Goldstein, Directc

/s/ Dale M. Hudson

Dale M. Hudson, Directc

/s/ Dennis S. Hudson, Jr.

Dennis S. Hudson, Jr., Direct

/s/ Thomas E. Rossin

Thomas E. Rossin, Direct

Edwin E. Walpole, lll, Directo
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Item 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS

The purpose of this discussion and analysis isitbim understanding significant changes in the fioal condition of Seacoast Bank
Corporation of Florida and its subsidiaries (the t@pany”) and their results of operations during 2014, 20181 £2012. Nearly all of tt
Company’s operations are contained in its bankingsédiary, Seacoast National Bank (“Seacoast Natibor the “Bank”). This discussic
and analysis is intended to highlight and supplenieformation presented elsewhere in the annuabrepn Form 10K, particularly the
consolidated financial statements and related najgsearing in Item 8. For purposes of the followtligcussion, the words the “Company,”
“we,” “us,” and “our” refer to the combined entities of Seacoast Bankingporation of Florida and its direct and indiregtholly owne:
subsidiaries.

Overview

The Company has been proactively positioning itsiress for growth by aggressively focusing on imprg credit quality, deisking the
overall loan portfolio, disposing of problem assétsreasing loan production and growing core dipos

In addition, several important accomplishments @14 further improved the position of the Companyirtorease net income to comn
shareholders in 2015, and prospectively. Thesedied:

» completion of its acquisition of The BANKshares;.If* BANKshare!”) and its banking subsidiary BankFIRST on Octobet(O1L4;
» use of excess liquidity to acquire floating rateeistment securitie:

» aconsolidation of branch locations, including thesure of five offices and opening of two new foeas during the fourth quarter (
“Part I, Item Z— Propertie” for more detail); an

e continued investments in digital technology andriowed processes and reducing future overt
Also a number of significant milestones and improeats in our business were completed in 2013. Tineyded:
» the recapture of the $45 million valuation allowarn net deferred tax ass
» asuccessful raise of $75 million in common eq
« the termination of the Ba's formal agreement with the Office of the Compe&pobf the Currency*OCC”);

» the redemption of the Company’s $50 million instanding Series A Preferred Stock originally isstethe U.S. Department of
Treasury under the Troubled Asset Relief Prog; and

* investing in new commercial lending offices andn production personnel in larger metro marke@®riando, Boca Raton and Fort
Lauderdale
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As a result, revenue (aggregate net interest incangenoninterest income) increased significantly014, higher by $10.2 million or 1:
percent compared to results for 2013. In additionthe year ended December 31, 2014, we had sttongle digit loan growth from increas
organic loan production and loans acquired fromKB#RST, and the Company reduced noninterest expemsespectively while absorbi
increases in core operating expenses related tam@stments to improve revenue growth and impusomer service.

Enhancing our footprint was the acquisition of BAtares. On October 1, 2014, the Company complédedcquisition of BANKshare
whereby BANKshares merged with and into the Comp#&ursuant to and simultaneous with the merger AflBshares with and into tl
Company, BANKshares’s wholly owned subsidiary baB&nkFIRST, merged with and into the Compangtibsidiary bank, Seacoast Natit
Bank. The Company acquired 100% of the outstandorgmon stock of BANKshares. The purchase price istats wholly of stock. Eac
share of BANKshares common stock was exchange®.#975 shares of the Compasy¢ommon stock. Based on the closing price @
Company’s common stock on September 30, 2014, dbkeltmg purchase price was $76.8 million. The Canys primary reasons for t
transaction were to further solidify its market hian the Central Florida market and expand itsausr base to enhance deposit fee inc
and leverage operating cost through economiesadé sthe acquisition contributed $516.3 milliortatal deposits and $365.4 million in loi
to our balance sheet, and significantly boostednatrinterest margin in the fourth quarter of 20THhe acquisition of BANKshares increa
our number of households by approximately 13%lsk provides excellent opportunities for growttoime of Floridas fastest growing marke

Through our new commercial lending offices, the @any continues to focus on reaching customers iquenways, creating a path to achi
higher customer satisfaction. The commercial legdiffices provide our customers with talented, ltssoriented staff, specializing in loans
the smaller business market segment. From theiréeand market experience, our bankers are familitr the multitude of challenges 1
small business customer faces. Seacoast intermsltbcustomer relationships with depth that susgeaditional commercial lending, and o
opportunities into other areas in which we pro\sdevices.

During the third and fourth quarters of 2014, ageravestment securities increased $234.9 millwr$149.5 million excluding securities frt
the BANKshares acquisition. Funding for the inceeasinvestment securities (uncapped floating caltateralized loan obligations with cre
support) was derived from liquidity, both legacydathat acquired in the merger, and increase inosedgunding from our core custon
deposit base. This deployment contributed approtatya 0 basis points to net interest margin improgat in the fourth quarter and shc
continue to provide a benefit prospectively.

Our customer growth strategy has also includedsimrents in digital delivery and products we belidsaae contributed to increasing c
customer funding. As of December 31, 2014, appreaxéhy 59 percent of our online customers have abptobile product offerings and
total number of services utilized by our retail tomsers increased to an average of 4.1 per housebrahdarily due to an increase in debit ¢
activation, direct deposit and mobile banking usBessonal and business mobile banking has grawn 13,659 users at December 31, 20:
21,587 users at December 31, 2014, an increase pérsent. We are concentrating on building a mmegrated distribution system which v
allow us to reduce our fixed costs as we furthees in technology designed to better serve outoousrs. The growth in new household
deepening of relationships with current househdads, better retention overall is creating stronggdue in our core customer franchise.
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A persistent emphasis on expense reduction resultée successful implementation of first and secquarter 2014 cost savings totaling !
million and $1.9 million, respectively, annuallyh@se savings were the result of negotiations withcorrent vendors for competitive prici
changes in organizational structure, and the tatitn of the regulatory agreement and its requirdme_egacy cost reductions (prima
branch consolidations) totaling $1.8 million annzedl were implemented in the fourth quarter 201de-me charges included in nonintel
expense for 2014 related to these reductions thtdde3 million. These legacy cost reductions areddition to cost savings related to
acquisition of BANKshares that totaled in exces$®b million annually and will be fully implemenmtén the first quarter 2015. Taken toge
they are expected to further reduce quarterly rierest expenses by an additional $1.1 million baigopin the first quarter of 2015.

The combination of these actions, including addaiooffice consolidations, revenue enhancementscarleration of growth initiatives an
variety of cost-saving opportunities, resulted @ imcome available to common shareholders for 26185.7 million, compared to 2018he
income of $3.1 million excluding $44.8 million frothe recapture of the deferred tax valuation allovea and a net loss of $710,000 for 2
Net income available to common shareholders foi201aled $5.7 million or $0.21 per average comrdiduted share, compared to 2013
income totaling $47.9 million or $2.44 per averagenmon diluted share, and a net loss of $4.5 milin $(0.24) per average common dilt
share for 2012 (after preferred dividends and dicereof preferred stock discount). Per share ammuetiect the 1 for 5 reverse stock ¢
effective December 13, 2013, as previously apprdyeshareholders of the Company at its annual mgéti 2013.

We project noncore credit related expenses, priyniasgses on other real estate owned (“ORE&1) asset disposition expense, will contint
decline as nonperforming assets decline and theoeep improves, however we expect the provisionldan losses will normalize and like
increase for 2015, with loan growth in our portiothe primary driver. Our successful retail andihess deposit growth initiatives continue
be emphasized and we expect further increasesuiseholds served, margins and fees for 2015.

We plan to continue to execute on our targeted pdagrow our customer and commercial franchise.imduthe fourth quarter of 2014,
refreshed and reintroduced our brand, retoolinglogo and associated signage throughout our braetlork and digital platforms. T
accretive effect of the acquisition, as well asgaing investments in loan production personnel digital technology, and the effect of as
quality improvements and expense management, betldowr prospective earnings improvements. Our eases in 2014 are expected to ¢
over into 2015, and are a direct result of Comparanagement executing on our strategic initiatieesl our improved condition support
better growth for both consumer household and comialerelationships prospectively. We believe gnegviour customer and commer:
franchise is the best way to build shareholder e/alknd we expect to continue supplementing thisvtirahrough strategic acquisiti
opportunities from time to time.

The Companys capital is expected to continue to increase \pitkitive earnings. The board and management clyréetieve that th
Company’s overall level of capital is sufficientzgn the current economic environment.

Our Business

The Company is a single-bank holding company witkrations on Florida’ southeast coast (ranging from Broward Countyhé douth t
Brevard and Volusia County in the north) as wellFésrida’s interior around Lake Okeechobee and up througan@o (including Orang
Seminole and Lake County). The Company had 43skiVice offices at December 31, 2014, comparedttoffices at December 31, 2013
2014, Seacoast acquired 12 offices from BANKshariesed and consolidated five existing offices, apdned two new full service offices
supplant the closed offices. Two full service aficwere closed and consolidated with other locatiduring January 2013, and two o
offices were closed and consolidated in Decemb&2During 2013, five commercial lending officeshwsupporting personnel were opel
two late in the first quarter, two during the sed¢quarter and one in the fourth quarter of 2013.
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The Company, through Seacoast National, providesoad range of community banking services to cormsirakrsmall business and re
customers, offering a variety of transaction andregs deposit products, treasury management sepvimekerage, and secured and unset
loan products, including revolving credit facilgieletters of credit and similar financial guarasteSeacoast National also provides trus
investment management services to retirement ptampprations and individuals.

While the past recession adversely affected ouketar we have seen much improvement in the lasty®aws and expect these marke!
continue to improve because these areas in Flogd®in attractive markets in which to live and ¢hare many positive indications t
Florida’s economy will continue to improve.

Florida’s economic recovery is now well established, wilidsjob growth, declining unemployment, and higlesensumer confidence fueli
improvements in our markets. We believe the Floedanomy will further strengthen in 2015, as wettmre to attract population inflows. C
housing markets, manufacturing base, tourism andcss industries are building on current momentang provide a diversified base for
economy. The residential real estate market is roewp stronger as pricing continues to firm and salelumes continue to increase. M
seasonal businesses are now reporting improvimglstéVe are also hopeful the Congress and Presifi¢émé United States will collaborate
avert any dampening to the economy prospectively. @imary competitors now are the mdgmaks, and many of these large institution:
struggling with higher capital requirements and n@strictions and regulations that are requirinffiadilt choices regarding their busin
models. We continue to believe we have enterediagef opportunity to achieve meaningful markeaighgains

Strategic Review

As part of its ongoing consideration and evaluatainits long-term prospects and strategies, Se#icod®ard of directors and ser
management have regularly reviewed and assessbdsiisess strategies and objectives, includingegjia opportunities and challenges,
have considered various strategic opportunitiesluding mergers and acquisitions, all with the goflenhancing long term value for
shareholders and other stakeholders. The Compdhlikeiy continue to consider strategic acquisitioas part of the Compayoverall futur
growth plans in complementary and attractive markethin the state of Florida.

The Company operates both a full retail bankingtegy in its core markets, which are some of F&sidvealthiest, as well as a comp
commercial banking strategy. The Company’s corekatarare comprised of Martin, St. Lucie and Indiimer counties located on Florida’
southeast coast, Okeechobee County, which is eanigjto these coastal counties, and Orange, Sesrémol Lake County located in Cen
Florida. Our core markets contain 28 of our 43ikdtdl service locations, including four privateabking centers. Because of the bre
coverage in these markets, the Company has aisgmifpresence, which provides convenience to oust® and results in a larger dep
market share. The Compasydeposit mix for the fourth quarter of 2014 isdimble with 86 percent of average deposit balanoagprised ¢
NOW, savings, money market and noninterest bedrargsaction customer accounts. The acquisitionAflBshares increased the Comp’s
total deposits by approximately $516.3 million, ssting of $208.4 million in noninterest demand akgts, $220.5 million in NOW, savin
and money market accounts, and $87.4 million itifezates of deposit. The cost of deposits avera@é@ percent for 2014 (compared to (
percent for 2013 and 0.32 percent for 2012), wiiithCompany believes ranks among the lowest whenpared to other banks operating
the Companys market. The Company has improved its acquisitietgntion and mix of deposits and has benefitethflower rates paid f
interest bearing liabilities . This has resultedower funding costs and improved profitability. part of the Compang’'complete retail prodt
and service offerings, customers are provided Wwaalinagement services through our trust wealth geanant division and brokerage serv
through a co-source relationship.
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The Company’s net interest margin increased 1Gshasints to 3.25 percent during 2014 from 2013. ifflygrovement follows on prior year’
trend when net interest margin decreased from 3.222012 to 3.15% in 2013. In 2014, the year oweanimprovement results from incree
in net loans, investment securities and improvegdodid mix compared to a year ago. The merger wikNRshares was favorab
supplementing net interest income and benefitingneargin. The level of nonaccrual loans, changebénearning assets mix, and the Fe«
Reserves policies keeping interest rates low have beemany forces affecting net interest income and nirést margin results. In 2013,
interest income was lower as a result of lower laad investment security yields, partially offsgtdn improved deposit mix and loan grov
Overall, loan production improved during 2014, 2@I®i 2012. In 2014, the Company had commercial/ceroial real estate loan product
of $258 million, compared to more limited productiof $200 million and $111 million, respectivelprf2013 and 2012. The Company clc
$225 million in residential loans during 2014, cargd to the $251 million in 2013 and $250 million2012. Stabilizing home values
lower interest rates sparked renewed interest bgwmers in home equity loans and lines of credindu2014. Higher interest rates beginr
in the third quarter of 2013 slowed residentialnigaroduction and carried over into first quartell28 production. We expect impro\
commercial loan production in 2015, which we aptte will be accomplished by increasing marketehiarough our growing presence in
Orlando and Palm Beach markets.

The Board of Governors of the Federal Reserve Bygthe “Federal Reservehas made a historic effort over the past severatsy&
rejuvenate the economy and limit the effect of tbeession by keeping interest rates between O &nlob&is points and expanding vari
liquidity programs. The Federal Reserve has inditdhat it will maintain the target range for theeléral funds rate for a considerable 1
following the end of its asset purchase progran®atober of 2014. However, if incoming informatiomdicates faster progress toward
Federal Reserve’employment and inflation objectives than it noypexts, then increases in the target range fofettheral funds rate are like
to occur sooner than currently anticipated. Corelgrsf progress proves slower than expected, thereases in the target range are likel
occur later than currently anticipated. While rdtase been at historic lows, it is not expecteddotinue indefinitely. Including the acquisit
of BANKshares, our net interest margin for the thuguarter 2014 was successfully managed to 3.&&pe up 39 basis points compare
third quarter 2014. Prospectively, our focus wal &n continuing to improve our deposit mix by iragig low cost deposits and adding to
loan balances to offset compressed interest ragadp which are expected to continue into 2015.

Loan Growth and Lending Poalicies

For 2014, balances in the loan portfolio increa3@d percent, compared with an increase of 6.4gp¢for 2013 and a decline of 1.5 pern
for 2012, reflecting the acquisition of BANKshaw®esd a significant improvement from the recessiomdirgate and loan sales of 2012 and ¢
years. Adjusting for loans acquired from BANKshaithe loan portfolio grew 11.8 percent during 20¢dar over year. Additional commer(
relationship managers hired during 2013 at our nemmercial lending offices increased loan growtt2@i4, and with improving econon
conditions will continue to do so prospectively.eT@Bompany expects loan growth opportunities fortygles of lending in 2015, includi
commercial lending to targeted customer segmerdslahfamily agency conforming residential mortgages Will continue to expand o
business banking teams, adding new commercial ¢drers where market opportunities arise. In addit the acquisition of a receivab
factoring subsidiary in the BANKshares merger pdes another product vehicle to better serve ouomess. We believe that achieving
revenue growth objectives, together with contincemtlictions in credit costs and reduced problem telated expenses will provide us with
potential to make further, meaningful improvementsur earnings in 2015.

In recent years, the Company increased its focdsmaonitoring of its exposure to residential landguisition and development loans.
undertook steps to de-risk this portfolio and ouativities resulted in greater loan pdgwns, collections from guarantors, and obtai
additional collateral to support the loans. Ovetthé Company reduced its exposure to residertna,lacquisition and development loans 1
its peak of $352 million or 20.2 percent of totzhs in early 2007 to $16 million or 0.9 perceribatember 31, 2014.
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Our construction and land development loans weie0s8illion at December 31, 2014, up $19.5 millfoom $67.5 million at December
2013, which was up $6.8 million from $60.7 milliai December 31, 2012. The size of our average caamheconstruction and lal
development loan at December 31, 2014, 2013 and @@% $392,000, $416,000 and $496,000, respectively

Deposit Growth, Mix and Costs

The Companys focus on high quality customer service, expandigial products and distribution, as well as cameat branch locatiol
supports its strategy to provide stable, low cagpasit funding growth over the long term. Over past several years, the Company
strengthened its retail deposit franchise using retrategies and product offerings, while maintainits focus on building custon
relationships. We believe that digital product affgs are central to prospective core deposit gnoagt access via these distribution chann
increasingly required by our customers. During ldst two years, the Company experienced significaotvth in its average transact
deposits (noninterest bearing demand and NOW atspuwwith increases of $157.8 million or 17.2 pettce 2014, and $98.7 million or 1:
percent in 2013, year over year. Along with nevatiehships, our deposit programs have improvedwmarket share, increased average ser
per household, and decreased customer attrition.

Our growth in core deposits has also helped ug fianther degradation to our net interest margiotighout the last two years. Decline:
certificates of deposit (“CDs")which are a higher cost of funds, continued in 28fd 2013, but growth in core deposit relationshigse tha
offset such declines. The Company believes thatitsall deposit mix remains favorable and its agercost of deposits, including noninte
bearing demand deposits, remains low. The averageaf deposits for the Company continued to triveer in 2014. In 2014, the cost
deposits was 0.12 percent, decreasing 4 basisspioarh 0.16 percent for the prior year, which wdsaasis point decrease from 0.32 pel
in 2012.

During 2014, total deposits increased $610 milbor83.8 percent and sweep repurchase agreemerggased $2 million or 1.5 percent, vel
2013. Deposits for 2014 include acquired balanca®s BANKshares of approximately $516 million. Inngparison, during 2013 total depo
increased $47 million or 2.7 percent and sweeprodfase agreements increased $15 million or 10.6epewhen compared to 2012. Mos
the increase in sweep repurchase agreements d@ir®ywas in public funds, principally from highextcollector receipts.

Critical Accounting Policies and Estimates

The Company’s consolidated financial statementspaepared in accordance with U.S. generally acdepteounting principles, (‘GAAR;
including prevailing practices within the financegrvices industry. The preparation of consoliddiregncial statements requires managel
to make judgments in the application of certaiit®fccounting policies that involve significantiemtes and assumptions. We have establ
policies and control procedures that are intendeghsure valuation methods are well controlled amalied consistently from period to peri
These estimates and assumptions, which may mayeaifiect the reported amounts of certain assébjlities, revenues and expenses,
based on information available as of the date effthancial statements, and changes in this infionaover time and the use of revi
estimates and assumptions could materially affiextuants reported in subsequent financial statembfdaagement, after consultation with
Companys Audit Committee, believes the most critical acting estimates and assumptions that involve thstrdifficult, subjective ar
complex assessments are:

» the allowance and the provision for loan los:
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 fair value measurement
« acquisition accounting and purchased loans
- intangible assets

» other than temporary impairment of securit

» realization of deferred tax assets; i

« contingent liabilities

The following is a discussion of the critical acnting policies intended to facilitate a readewnderstanding of the judgments, estimate:
assumptions underlying these accounting policiestha possible or likely events or uncertaintieen to us that could have a material ef
on our reported financial information. For moreoimhation regarding managemenjudgments relating to significant accounting gie an
recent accounting pronouncements (see “Note A-8igimit Accounting Policies” to the Company’s condated financial statements).

Allowance and Provision for Loan Losses

Management determines the provision for loan lossesrged to operations by continually analyzing andnitoring delinquencie
nonperforming loans and the level of outstandinigii@es for each loan category, as well as the atmmfumet chargesffs, and by estimatir
losses inherent in its portfolio. While the Companpolicies and procedures used to estimate théspoovfor loan losses charged to operat
are considered adequate by management, factorsidbelie control of the Company, such as general @oanconditions, both locally a
nationally, make managemestjudgment as to the adequacy of the provision alavance for loan losses necessarily approximat
imprecise (see “Nonperforming Assets”).

The provision for loan losses is the result of tailied analysis estimating an appropriate and aategallowance for loan losses. The ana
includes the evaluation of impaired and purchasehd as prescribed under FASB Accounting Stand@aldification (“ASC”) 310
Receivableas well as an analysis of homogeneous loan potlimdiwidually evaluated as prescribed under ASQ,£&ontingencies For 201
we recorded a recapture of the allowance for lazsds of $3.5 million, which compared to provisngnifor 2013 of $3.2 million. N
recoveries of $0.5 million for 2014 compared to ciergeeffs of $5.2 million for 2013, and were (0.03) ahd1 percent of average total lo
for each year, respectively. Delinquency trendsaiartow and show continued stability (see “Nonperfmg Assets”).

Table 12 provides certain information concerning @ompany’s allowance (recapture) and provisiofimdgoan losses for the years indicated.

Management continuously monitors the quality of @@mpanys loan portfolio and maintains an allowance fornldasses it believes
sufficient to absorb probable losses inherent im litan portfolio. The allowance for loan losseslided $2,997,000 to $17,071,000
December 31, 2014, compared to $20,068,000 at DeeeBil, 2013. The allowance for loan losses (“AL)Lfframework has four bas
elements. Specific allowances for loans individp@Valuated for impairment. General allowancespools of homogeneous non purche
loans (“portfolio loans”within the portfolio that have similar risk charestics, which are not individually evaluated. S8fie allowances fc
purchased impaired loans which are individuallyleated based on the loans expected principal aedeist cash flows. General allowance:
purchased unimpaired pools of homogeneous loandh#ve similar risk characteristics. The aggregditidhese four components results in
total allowance for loan losses.
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The first element of the ALLL analysis involves tlestimation of allowance specific to individuallyatuated impaired portfolio loar
including accruing and nonaccruing restructured roencial and consumer loans. In this process, aifgpedlowance is established |
impaired loans based on an analysis of the mosigiie sources of repayment, including discountasth @ws, liquidation of collateral, or t
market value of the loan itself. It is the Companpblicy to charge off any portion of the loan deéna loss. Restructured consumer loan
also evaluated in this element of the estimateofNSecember 31, 2014, the specific allowance rdlaeimpaired portfolio loans individua
evaluated totaled $3.6 million, compared to $5.4ioni as of December 31, 2013.

The second element of the ALLL analysis, the gdradlawance for homogeneous portfolio loan poolsindividually evaluated, is determin
by applying allowance factors to pools of loanshivitthe portfolio that have similar risk charactéids. The general allowance factors
determined using a baseline factor that is develdpem an analysis of historical net chamféexperience and qualitative factors designec
intended to measure expected losses. These baftmdines are developed and applied to the variaughio loan pools. Adjustments may
made to baseline reserves for some of the loanspoméed on an assessment of internal and exterftedrices on credit quality not fu
reflected in the historical loss. These influencesy include elements such as changes in concemtnask, macroeconomic conditions, an
recent observable asset quality trends.

The third component consists of amounts reservepudtchased credithpaired loans. On a quarterly basis, the Compauates the amount
loan principal and interest cash flows expectetedaollected, incorporating assumptions regardiefgudt rates, loss severities, the ama
and timing of prepayments and other factors thatreflective of current market conditions. Probatdereases in expected loan principal
flows trigger the recognition of impairment, whiishthen measured as the present value of the egecincipal loss plus any related foreg
interest cash flows discounted at the ppdffective interest rate. Impairments that ocdterahe acquisition date are recognized throug
provision for loan losses. Probable and significemreases in expected principal cash flows woirst freverse any previously recort
allowance for loan losses; any remaining increasesecognized prospectively as interest income.ifitpacts of (i) prepayments, (ii) chan
in variable interest rates, and (iii) any otherraes in the timing of expected cash flows are reizegl prospectively as adjustments to inte
income. Disposals of loans, which may include safdeans, receipt of payments in full by the beves, or foreclosure, result in removal of
loan from the purchased credit impaired portfolio.

The final component consists of amounts reservedfochased unimpaired loans. Loans collectivelgleated for impairment reported
December 31, 2014 include loans acquired from BAMNfes on October 1, 2014 that are not PCI loanesd&thoans are performing loi
recorded at estimated fair value at the acquisitiate. The fair value adjustment for loans acquireth BANKshares at the acquisition d
was approximately $11.2 million, or approximatel} percent of the outstanding aggregate loan bafarkhis amount is accreted into inte
income over the remaining lives of the related foan a level yield basis, but remains adequateeate®ber 31, 2014, and therefore
provision for loan loss was recorded related ts¢heans at December 31, 2014.

Our analyses of the adequacy of the allowance dan llosses also takes into account qualitativeofacsuch as credit quality, Ic
concentrations, internal controls, audit resulisff surnover, local market conditions and loanwgtto.

The Companys independent Credit Administration Departmentgrssall loss factors to the individual internakrigtings based on an estinr
of the risk using a variety of tools and informatidts estimate includes consideration of the l@fainemployment which is incorporated i
the overall allowance. In addition, the portfolmahs are segregated into a graded loan portf@&idential, installment, home equity, .
unsecured signature lines, and loss factors acellesdd for each portfolio.
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The loss factors assigned to the graded loan piortice based on the historical migration of actoakes by grade over 4, 8, 12, 16, 20 ar
quarter intervals. Minimum and maximum averageohisal loss rates over one to five years are refegd in setting the loss factors by gi
within the graded portfolio. Management uses hisabrioss factors as its starting point, and qaélie elements are considered to caj
trends within each portion of the graded portfolidhe direction and expectations of past dues, ehaffg, nonaccruals, classified loa
portfolio mix, market conditions, and risk managemeontrols are considered in setting loss facforshe graded portfolio. The loan I
migration indicates that the minimum and maximurerage loss rates and median loss rates over thengay quarters have been declin
Also, the level of criticized and classified lodmss been declining as a result of a combinatiompgfades, loan payoff and loan sales, w
are reducing the risk profile of the loan portfolfdditionally, the risk profile has declined givére shift in complexion of the graded portfc
particularly a reduced level of commercial reahstoan concentrations.

Residential and consumer (installment, secured liaed unsecured lines) are analyzed differentlyskgratings, or grades, are not assigne
individual loans. Residential and consumer loasdssare tracked by pool. Management examines sharical losses over one to five year
its determination of the appropriate loss factar ¥intages of loans currently in the portfolio raththan the vintages that produced
significant losses in prior years. These loss factre then adjusted by qualitative factors deteechiby management to reflect potel
probable losses inherent in each loan pool. Quiaktdactors may include various loan or propestgets, loan to value, concentrations
economic and environmental factors.

Residential loans that become 90 days past duplaced on nonaccrual and a specific allowance idenfar any loan that becomes 120 ¢
past due. Residential loans are subsequently writtavn if they become 180 days past due and suitb-ehawns are supported by a curi
appraisal, consistent with current banking regatsti

Our chargeoff policy meets or exceeds regulatory minimumssdas on unsecured consumer loans are recogni28diays past due compa
to the regulatory loss criteria of 120 days. Sedwensumer loans, including residential real estte typically chargedif or charged dow
between 120 and 180 days past due, depending ocotla¢eral type, in compliance with Federal Finahénstitution Examination Count
guidelines. Commercial loans and real estate laamsypically placed on nonaccrual status whencipal or interest is past due for 90 day
more, unless the loan is both secured by collateawming realizable value sufficient to discharge thebt infull and the loan is in the leg
process of collection. Secured loans may be chaidgeah to the estimated value of the collateral witleviously accrued unpaid inter
reversed. Subsequent chaafés may be required as a result of changes inttagket value of collateral or other repayment peatp Initia
chargeeff amounts are based on valuation estimates defioen appraisals, broker price opinions, or otimarket information. Generally, n
appraisals are not received until the foreclosucegss is completed; however, collateral valuesezeduated periodically based on ma
information and incremental charge-offs are recaiflé@ is determined that collateral values haeelthed from their initial estimates.

Management continually evaluates the allowancddan losses methodology and seeks to refine andneehthis process as appropriate.
result, it is likely that the methodology will comaie to evolve over time.

Our Loan Review unit is independent, and perforasireviews and evaluates a representative sampgledit extensions after the fact

appropriate individual internal risk ratings. LoReview has the authority to change internal ridkngs and is responsible for assessing
adequacy of credit underwriting. This unit repalit®ctly to the Directors’ Loan Committee of Seastddational’s board of directors.
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Table 13 summarizes the Compagllocation of the allowance for loan losses tal mstate loans, commercial and financial loansl
installment loans to individuals, and informati@garding the composition of the loan portfoliota tates indicated.

Net recoveries for the year ended December 31, 20teded $489,000, compared to net che-offs of $5,224,000 for the year en
December 31, 2013 (See “Table 12 — Summary of Lazss Experience” for detail on net chamfés for the last five years). Note F to
financial statements (titled “Impaired Loans andbMance for Loan Losses”) summarizes the Compaallbcation of the allowance for Ic
losses to construction and land development la@ramercial and residential estate loans, commeaaidlfinancial loans, and consumer lo
and provides more specific detail regarding charfe-and recoveries for each loan component and¢imeposition of the loan portfolio
December 31, 2014 and 2013. Although there is sarasce that we will not have elevated chasffe-in the future, we believe that we h
significantly reduced the risks in our loan poridahnd that with stabilizing market conditions,Uté charge-offs should continue to decline.

The allowance as a percentage of portfolio loaristanding was 1.14 percent at December 31, 20Mpared to 1.54 percent at Decembe
2013. The allowance for loan losses represents geanents estimate of an amount adequate in relation teoiskeof losses inherent in the Ic
portfolio. The reduced level of impaired loans ciimtted to a lower risk of loss and the lower alémee for loan losses as of Decembe
2014. The risk profile of the loan portfolio hasebereduced by implementing a program to decreasetlel of credit risk in such portfolio
strengthening credit management methodologies arpleinenting a low risk “back-to-basicstrategic plan for loan growth. New Ic
production has shifted to adjustable rate residental estate loans, owneccupied commercial real estate, small businesesidal
professionals and businesses, and consumer len8ingtegies, processes and controls are in pla@ngare that new production is v
underwritten and maintains a focus on smaller, rdified and lowerisk lending. Aided by initiatives embodied in ndésan programs at
continued aggressive collection actions, the pbeotimix has changed dramatically and has becomerdiwersified. The improved mix is m
evident by a lower percentage of loans in inconzglpcing commercial real estate and constructionlamd development loans. Prospectiv
we anticipate that the allowance will likely bertdfom continued improvement in our credit qualibyt offset by more normal loan growtfr
business activity and the economy improves.

Concentrations of credit risk, discussed underction “Loan Portfolio”of this discussion and analysis, can affect thellef the allowanc
and may involve loans to one borrower, an affilaggoup of borrowers, borrowers engaged in or dégenupon the same industry, or a gi
of borrowers whose loans are predicated on the $gpeecof collateral. The Comparsyimost significant concentration of credit is atfudio of
loans secured by real estate. At December 31, 28&4Company had $1.611 billion in loans securedelay estate, representing 88.4 perce
total loans, up from $1.181 billion but lower apeacent of total loans (versus 90.5 percent) aebwber 31, 2013. In addition, the Compar
subject to a geographic concentration of crediabee it only operates in central and southeasteridé.

While it is the Company policy to charge off in the current period loamsvhich a loss is considered probable, there dditianal risks a
future losses that cannot be quantified preciselgtimibuted to particular loans or classes of fodecause these risks include the state «
economy, borrower payment behaviors and local nackeditions as well as conditions affecting indival borrowers, management’
judgment of the allowance is necessarily approxdmahd imprecise. The allowance is also subjecteigulatory examinations a
determinations as to adequacy, which may takeaotmunt such factors as the methodology used tolet¢ the allowance for loan losses
the size of the allowance for loan losses in comparto a group of peer companies identified byrétrilatory agencies.
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In assessing the adequacy of the allowance, maragerlies predominantly on its ongoing reviewttd toan portfolio, which is undertak
both to ascertain whether there are probable |asdsnust be charged off and to assess the rigkacteristics of the portfolio in aggreg:
This review considers the judgments of managenat,also those of bank regulatory agencies thagwethe loan portfolio as part of th
regular examination process. Our bank regulatove lggnerally agreed with our credit assessmentetemnin the future, regulators could s
additional provisions to our allowance for loandes, which would reduce our earnings.

Nonperforming Assets
Table 14 provides certain information concerningperforming assets for the years indicated.

Nonperforming asset¢NPAs”") at December 31, 2014 totaled $28,602,000 and wargised of $18,563,000 of nonaccrual portfolionie
$2,577,000 of nonaccrual purchased loans, $5,56f00Aon-acquired other real estate owned (“OREDY $1,895,000 of acquired OREQC
comparison, NPAs at December 31, 2013 totaled 824090 (comprised of $27,672,000 in nonaccrualdoamd $6,860,000 of OREO).
December 31, 2014, approximately 99.1 percent ohoorual loans were secured with real estate aimainder principally by marine vess
See the tables below for details about nonaccazald. At December 31, 2014, nonaccrual loans haee tritten down by approximately $
million or 21.9 percent of the original loan balar(including specific impairment reserves).

As anticipated, the Company closed a number of OR&6€s during 2014 and 2013 that reducedaxquired OREO outstanding. Compare
December 31, 2013, naequired OREO was $1.3 million or 18.8 percent loaeDecember 31, 2014. This represents the loleest ol
OREO since 2008 and is reflective of our improvingdit quality.

During 2014, $8.5 million in loans were moved taperforming compared to $10.0 million for all of1IR) Of the $8.5 million, $4.0 millic
was related to purchased loans in the fourth quaest of the loans are collateralized by reahtstDuring the second quarter of 201
single commercial credit of $4.3 million was traerséd from nonaccrual loans to troubled debt restre (“TDR”). Inflows to nonperformin
loans during 2012 included a $14.4 million perfargdiTDR commercial real estate loan participatiohisTloan was written down to $1!
million in the third quarter of 2012 and moved ¢ahs available for sale. Subsequently the loanseblisfor a loss of $1.2 million as reflec
on our income statement at December 31, 2012. NiPAsubject to changes in the economy, both ndlyoaad locally, changes in monet:
and fiscal policies, changes in borrowepglyment behaviors and changes in conditions affgotarious borrowers from Seacoast Natic
Based on lower classified assets and impaired loalances as of December 31, 2014, management &elithat future inflows -
nonperforming loans will continue to be reduced.
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The table below shows the nonperforming inflowgjarter for 2014, 2013 and 2012:

New Nonperforming Loan

(In thousands 2014 2013 2012
First quartel $ 1,651 $ 2,86¢ $ 20,20}
Second quarte 81C 2,94¢ 17,29:
Third quartel 523 2,01¢ 14,52:
Fourth quarter 5,52¢ 2,167 6,891

*$4,007 related to BankFIRST loans acquired inftherth quarter 2014,

The Company pursues loan restructurings in seletasds where it expects to realize better valuas thay be expected through traditic
collection activities. The Company has worked wetail mortgage customers, when possible, to aehiewer payment structures in an ef
to avoid foreclosure. TDRs have been a part ofdbmpanys loss mitigation activities and can include raguctions, payment extensions
principal deferrals. Company policy requires TDRsttare classified as nonaccrual loans after restfimg remain on nonaccrual u
performance can be verified, which usually requéi®smonths of performance under the restructuvaed terms. We are optimistic that som
these credits will rehabilitate and be upgradedwgmigrating to nonperforming or OREO prospecyivélccruing restructured loans tota
$25.0 million at December 31, 2014 compared to B2&illion at December 31, 2013. The tables belotfaeh details related to nonaccr
and restructured loans.

Nonaccrual Loan Accruing
December 31, 201 Non- Per- Restructurec
(In thousands Current forming Total Loans
Construction & land developme
Residentia $ 0 $ 26 $ 26 $ 1,90:
Commercia 1,621 0 1,621 71
Individuals 0 31€ 31€ 20z
1,621 34z 1,96: 2,17¢
Residential real estate mortgay 2,941 11,85¢ 14,791 14,30:
Commercial real estate mortgages 1,69¢ 2,491 4,18¢ 7,99(
Real estate loar 6,26( 14,68¢ 20,94¢ 24,46¢
Commercial and financit 0 0] 0 12C
Consumer 0 191 191 40¢€
$ 6,26( $ 14,88( $ 21,14 $ 24,997

At December 31, 2014 and 2013, total TDRs (perfognand nonperforming) were comprised of the follyviloans by type
modification:
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NONPERFORMING ASSETS
Total TDRs by type of modification

2014 2013

(Dollars in thousands Number Amount Number Amount
Rate reductiol 10€ $ 18,90¢ 113 $ 19,84:
Maturity extended with change in ten 71 8,891 81 10,62(
Forgiveness of principi 1 1,58¢ 1 1,83¢
Chapter 7 bankruptcie 54 3,34¢ 55 2,594
Not elsewhere classifie 11 1,78¢ 10 5,60z

24: % 34,51¢ 26C $ 40,49"

During the first, second, third and fourth quartefs2014, newly identified TDRs totaled $0.4 mifiio$4.9 million, $0.1 million and $C
million, respectively, compared to $10.7 milliorr fall of 2013. Loan modifications are not reportectalendar years after modification if
loans were modified at an interest rate equal ¢oyiblds of new loan originations with comparabk mand the loans are performing base
the terms of the restructuring agreements. No augrioans that were restructured within the twetrenths preceding December 31, 2
defaulted during the twelve months ended DecembeP314, compared to $1,948,000 for 2013. A resitired loan is considered in def:
when it becomes 60 days or more past due undantitified terms, has been transferred to nonacataalis, or has been transferred to ¢
real estate owned.

At December 31, 2014, loans totaling $43,577,000evemnsidered impaired (comprised of total nonacioans 90 days or more past ¢
and TDRs) and $3,541,000 of the allowance for llmamses was allocated for potential losses on theses, compared to $52,969,000
$5,446,000, respectively, at December 31, 2013.

In accordance with regulatory reporting requireragtdans are placed on nonaccrual following theaiR€lassification of Loan interager
guidance. Typically loans 90 days or more past algereviewed for impairment, and if deemed impghiere placed on nonaccrual. O
impaired, the current fair market value of the attal is assessed and a specific reserve anddogestif taken. Quarterly thereafter, the I
carrying value is analyzed and any changes areppptely made as described above.

Acquisition Accounting, and Purchased Loans.

The Company accounts for its acquisitions under A8@ic 805,Business Combinationswvhich requires the use of the acquisition metbf
accounting. All identifiable assets acquired, inidhg loans, are recorded at fair value. No alloveafioe loan losses related to the acquired |
is recorded on the acquisition date as the fame/alf the loans acquired incorporates assumptiegarding credit risk. All loans acquired
recorded at fair value in accordance with the Value methodology prescribed in ASC Topic 820. Tdievalue estimates associated with
loans include estimates related to expected prepatgrand the amount and timing of expected prihdipirest and other cash flows.

Over the life of the purchased credit impaired kacquired, the Company continues to estimate fltagls expected to be collected. -
Company evaluates at each balance sheet date whigghgresent value of the acquired loans usingtteetive interest rates has decreasec
if so, recognizes a provision for loan loss indtssolidated statement of income. For any incremseash flows expected to be collected,
Company adjusts the amount of accretable yieldg®eized on a prospective basis over the loan’s neimgilife.
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I ntangible Assets

Intangible assets consist of goodwill and core dipotangibles. Goodwill represents the excesslmse price over the fair value of net as
acquired in business acquisitions. The core depusibgible represents the excess intangible valiequired deposit customer relationshig
determined by valuation specialists. The core defusingibles are being amortized over 74 monthsacstraightine basis. Goodwill is n
amortized but rather is evaluated for impairmentbleast an annual basis. We perform an annuaiimgnt test of goodwill and core dep
intangibles as required by FASB ASC 3%ttangibles—Goodwill and Othein the fourth quarter.

Fair Value Measurements

All impaired loans are reviewed quarterly to deteenif fair value adjustments are necessary basechown changes in the market and/oi
project assumptions. When necessary, the “Asypgraised value may be adjusted based on moret r@geraisal assumptions received by
Company on other similar properties, the tax agskasarket value, comparative sales and/or an iatealuation. If an updated assessme
deemed necessary and an internal valuation carnatdzle, an external “As Is” appraisal will be ohéai. If the “As Is”appraisal does n
appropriately reflect the current fair market valirethe Company opinion, a specific reserve is established arttifoan is written down
the current fair market value.

Collateral dependent impaired loans are loans dhatsolely dependent on the liquidation of theatehal for repayment. All OREO &
repossessed assets (“REP@ reviewed quarterly to determine if fair valwfuatments are necessary based on known changjes marke
and/or project assumptions. When necessary, thelsAsppraisal is adjusted based on more recent appessamptions received by
Company on other similar properties, the tax assessmarket value, comparative sales and/or amiat&aluation is performed. If an upds
assessment is deemed necessary, and an interaatioalcannot be made, an external appraisal willdguested. Upon receipt of the “As
appraisal a charge-off is recognized for the déffere between the loan amount and its current faiket value.

“As Is” values are used to measure fair markete/aln impaired loans, OREO and REPOs.

At December 31, 2014, outstanding securities desegghas available for sale totaled $741,375,00@. fair value of the available for s
portfolio at December 31, 2014 was less than hegbamortized cost, producing net unrealized les#e$5,015,000 that have been include
other comprehensive income (loss) as a componeshafeholdersequity (net of taxes). The Company made no change valuatio
techniques used to determine the fair values afrgéxs during 2014 and 2013. The fair value ofteaecurity available for sale was obtai
from independent pricing sources utilized by mamgaificial institutions or from dealer quotes. The falue of many state and munici
securities are not readily available through mad@irces, so fair value estimates are based oredjunarket price or prices of simi
instruments. Generally, the Company obtains oneepior each security. However, actual values cdg ba determined in an arnesngtt
transaction between a willing buyer and seller e, and often do, vary from these reported valkesthermore, significant changes
recorded values due to changes in actual and pecrteiconomic conditions can occur rapidly, prodganeater unrealized losses or gair
the available for sale portfolio.
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The credit quality of the Company’s securities lmyd are primarily investment grade. As of Decenfigr2014, the Compars/available fc
sale investment securities, except for approxirga®@4.3 million of securities issued by states #relr political subdivisions, generally
traded in liquid markets. U.S. Treasury and U.Svéoment agency obligations totaled $476.4 million64.3 percent of the total available
sale portfolio. The portfolio also includes $118&Mlion in private label securities, most securgdcbllateral originated in 2005 or prior ye
with low loan to values, and current FICO scoresvab700. Generally these securities have credipatipexceeding 5%. The collate
underlying these mortgage investments are prim&dlyand 15¢ear fixed rate, 5/1 and 10/1 adjustable rate nagitgloans. Historically, tl
mortgage loans serving as collateral for thosestmaents have had minimal foreclosures and lossesn@®2013, the Company invested $:
million in uncapped 3nonth Libor floating rate collateralized loan ofalitons. Supplemental purchases of collateralizesh lobligation
increased the total to $125.2 million as of Decen#de 2014. Collateralized loan obligations arecigdepurpose vehicles that purchase loal
assets that provide a steady stream of income asdilje capital appreciation. The collateral fog gecurities is first lien senior sect
corporate debt. The Company has purchased seniwhies rated credit rated A or higher and perforategks tests, which indicated that
senior subordination levels are sufficient and nagipal loss is forecast, verifying the independeating. At October 1, 2014, BANKsha
securities of $85.4 million were acquired and adtiethe available for sale portfolio at their fawarket value, comprised of $67.6 millior
U.S. Treasury and U.S. Government securities add3%hillion of securities issued by states andrthelitical subdivisions.

On May 31, 2014 management identified $158.8 mmillid investment securities available for sale aaddferred them to held for investm:
The unrealized holding losses at the date of tearietaled $3.0 million.

For the securities that were transferred into thld For investment category from the availabledale category, the unrealized holding loss
the date of the transfer will continue to be repdrin other comprehensive income, and will be ainedtover the remaining life of the secu
as an adjustment of yield in a manner consistetit thie amortization of a discount. The amortizatidrunrealized holding losses reporte
equity will offset the effect on interest incometbé amortization of the discount.

The securities transferred management believea aoee banking asset that they now intend to hotd maturity and if interest rates were
increase before maturity the fair values would t@dcted more significantly and therefore are notsistent with the characteristics of
available for sale investment.

Other Than Temporary | mpairment of Securities

Our investments are reviewed quarterly for othemtemporary impairment (“OTTI")The following primary factors are considered
securities identified for OTTI testing: percent lilee in fair value, rating downgrades, subordinatiduration, amortized loan-tmlue, and th
ability of the issuers to pay all amounts due isardance with the contractual terms. Prices obtainem pricing services are usually
adjusted. Based on our internal review procedunelstlae fair values provided by the pricing servjces believe that the fair values provi
by the pricing services are consistent with thegples of ASC 820, Fair Value Measurement. Howgwaroccasion pricing provided by
pricing services may not be consistent with otHesepved prices in the market for similar securitiésing observable market factors, incluc
interest rate and yield curves, volatilities, pyagpant speeds, loss severities and default ratesCtmpany may at times validate the obse
prices using a discounted cash flow model and uiegbserved prices for similar securities to wheibee the fair value of its securities.

Changes in the fair values, as a result of detatiity economic conditions and credit spread changfesuld only be temporary. Furtt
management believes that the Compamyther sources of liquidity, as well as the cdekv ffrom principal and interest payments frorr
securities portfolio, reduces the risk that lossesld be realized as a result of a need to seilr#i@zs to obtain liquidity.

The Company also held stock in the Federal Homen [Renk of Atlanta (“FHLB")totaling $8.5 million as of December 31, 2014, $3i6ion
more than the balance at yeard 2013. The Company accounts for its FHLB stog&ed on the industry guidance in ASC 942, Fina
Services—Pepository and Lending, which requires the investnte be carried at cost and evaluated for impaitn@sed on the ultime
recoverability of the par value. We evaluated oaidimgs in FHLB stock at December 31, 2014 andédweliour holdings in the stock

ultimately recoverable at par. We do not have dpmral or liquidity needs that would require redeiop of the FHLB stock in the foresees
future and, therefore, have determined that thekstonot other-than-temporarily impaired.
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Realization of Deferred Tax Assets

At December 31, 2014, the Company had net defamedssets (“DTA”)of $66.8 million. Although realization is not assdr manageme
believes that realization of the carrying valuetef DTA is more likely than not, based upon exptemta as to future taxable income and
planning strategies, as defined by ASC 740 Incoaree¥. In comparison, at December 31, 2013 the Coynipad a net DTA of $66.9 million.

As a result of the losses incurred in 2010 and 2€i2 Company had a thrgear cumulative pretax loss until the end of thiedtlgquarter o
2013. At September 30, 2013, the total converted threeyear cumulative pretax income of $4.7 million. Loveeedit costs and increas
earnings before taxes for 2013 and 2014 resultsanagemens conclusion that recovery of the net deferredassets is more likely than |
from future earnings. Other important factors ggbport this conclusion are:

« Income before tax (“IBT”) has steadily increasedhassult of organic growth and the 2014 acquisitid@l further assist in achieving
managemer's forecast of future earnings which recovers th@perating loss car-forwards before expiratiol

« Credit costs have declined and overall credit hia& declined which decreases the impact on futabte earnings,

« Forecasted growth rates for loans are at levelsidered reasonable and supported by the acquisitioreased loan officers g
support staf. Additional loan officer salaries were added to as$oan portfolio growth and support increasedredgeincome

« New loan production credit quality and concentmadi@are being well managed through improved and rergthcredit functions a
therefore will not cause increased credit cost® ifldependent loan review in 2014 focused on reaéwnderwriting of new loar
and no weaknesses were repor

« Current economic growth forecasts for Florida arel@ompany’s markets in particular are robustlypsuied by population increases.
Contingent Liabilities

The Company is subject to contingent liabilities;liding judicial, regulatory and arbitration predings, and tax and other claims arising 1
the conduct of our business activities. These mdicgs include actions brought against the Comant/or our subsidiaries with respec
transactions in which the Company and/or our sudnséb acted as a lender, a financial advisoro&dror acted in a related activity. Accrt
are established for legal and other claims whéedomes probable that the Company will incur areaegp and the amount can be reasol
estimated. Company management, together with &ysrrconsultants and other professionals, assdesgsobability and estimated amot
involved in a contingency. Throughout the life ad@ntingency, the Company or our advisors may ledadditional information that can affi
our assessments about probability or about thenatds of amounts involved. Changes in these assetsman lead to changes in reco
reserves. In addition, the actual costs of resgltirese claims may be substantially higher or latlvan the amounts reserved for the claim:
December 31, 2014 and 2013, the Company had ndisan accruals for contingent liabilities and had known pending matters that cc
potentially be significant.
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Results of Operations
Earnings Summary

Net income available to common shareholders fod26faled $5,696,000, or $0.21 per average comnioted share, compared to net incc
of $47,916,000, or $2.44 per average common dilstede, in 2013, and a net loss of $4,458,000(2%) per average common diluted sk
in 2012.

Net I nterest Income

Net interest income (on a fully taxable equivaleasis) for 2014 totaled $75,221,000, increasing®y 86,000 or 15.0 percent as compart
2013. Net interest margin on a tax equivalent b@si2014 increased 10 basis points to 3.25 pem@mipared to 3.15 percent in 2013. The
over year improvement results from increases ingats, in investment securities and our improvepodit mix compared to a year ago.
addition of BANKshareshusiness volumes on October 1, 2014, amplifiedoperdnce in the fourth quarter of 2014, with a $1,600 increas
in net interest income from the third quarter o120and $8,547,000 increase compared to fourthteu2®13. We anticipate 20kbhet intere:
income will benefit from the full year impact ofdtacquisition. The following table details net netg income and margin results (on a
equivalent basis) for the past five quarters:

Net Interes Net Interes
Income Margin

(Dollars in thousands (tax equivalent (tax equivalent
Fourth quarter 201 16,33¢ 3.0¢%
First quarter 201 16,277 3.07
Second quarter 201 16,77¢ 3.1C
Third quarter 201 17,28: 3.17
Fourth quarter 201 24,88: 3.5¢€

Fully taxable equivalent net interest income i®mmon term and measure used in the banking indbstris not a term used under GAAP.
believe that these presentations of éagHvalent net interest income and tax equivalesitinterest margin aid in the comparability of
interest income arising from both taxable and tesrept sources over the periods presented. We fubibiieve these noGAAP measure
enhance investors’ understanding of the Compaiyisiness and performance, and facilitate an stafeting of performance trends

comparisons with the performance of other finanitiatitutions. The limitations associated with theseasures are the risk that persons t
disagree as to the appropriateness of items coimgprisese measures and that different companiebtraculate these measures differe
including as a result of using different assumedrgdes. These disclosures should not be consideresh alternative to GAAP. The follow
information is provided to reconcile GAAP measuaad tax equivalent net interest income and netéstenargin on a tax equivalent basis.
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Total Fourth Third Seconc First Total Fourth

Year Quarter Quarter Quarter Quarter Year Quarter
(Dollars in thousand 2014 2014 2014 2014 2014 2013 2013
Non-taxable interest incorr $ 314  $ 15C $ 54 $ 54 $ 56 $ 432 % 112
Tax Rate 35% 35% 35% 35% 35% 35% 35%
Net interest income (TE $ 75,22. $ 24,88 $ 17,28. $ 16,77¢ $ 16,277 $ 65,43¢ $ 16,33¢
Total net interest income (not T 74,90° 24,73 17,22¢ 16,72t 16,22: 65,20¢ 16,271
Net interest margin (TE 3.25% 3.5€6% 3.11% 3.1(% 3.0™% 3.15% 3.0&%
Net interest margin (not TE 3.2¢ 3.54 3.1¢ 3.0¢ 3.0¢ 3.1¢ 3.0¢

The level of nonaccrual loans, changes in the pgrassets mix, and the Federal Resarpelicies keeping interest rates low have beenam
forces affecting net interest income and net irstemgargin results.

The earning asset mix changed year over year inmgacét interest income. For 2014, average lodwsfighest yielding component of earr
assets) as a percentage of average earning assédsl 162.8 percent, compared to 61.2 percent aagea Average securities as a percenta
average earning assets increased from 31.4 peacgrdr ago to 31.8 percent during 2014 and intéresting deposits and other investm
decreased to 5.4 percent in 2014 from 7.4 pereceR013, reflecting the investment of excess ligyidiuring the third and fourth quarters
2014. Average total loans as a percentage of gpasgets increased, and the mix of loans was iregronvith volumes related to commer
real estate representing 48.9 percent of totalslagnDecember 31, 2014 (compared to 42.5 percebee¢mber 31, 2013). Lower yield
residential loan balances with individuals (inchglihome equity loans and lines, and personal agt&in loans) represented 39.6 percel
total loans at December 31, 2014 (versus 48.1 peateDecember 31, 2013) (see “Loan Portfolio”).

The yield on earning assets for 2014 was 3.48 peréebasis points higher than for 2013. The ymidearning assets improved each qu
during 2014. The acquisition of BANKshares improvkd loan mix, and together with organic loan gtowtring the fourth quarter of 20
contributed approximately 33 basis points to ttewease of 38 basis points from third quarter 20h& deployment of liquidity during the |
three months of 2014 contributed to the yield inweroent as well. The following table details thelgrien earning assets (on a tax equiv:
basis) for the past five quarters:

Fourth Third Seconc First Fourth
Quarter Quarter Quarter Quarter Quarter
2014 2014 2014 2014 2013
Yield 3.7¢% 3.4(% 3.3"% 3.31% 3.3 %

While the yield on loans decreased 10 basis pant.39 percent over the last twelve months, tiddyimproved quite dramatically in t
fourth quarter of 2014 (by 41 basis points compacethird quarter 2014’yield on loans) for all the reasons previouslhailied, but primaril
an improved loan mix. The yield on investment siti@srwas slightly higher, increasing 16 basis poyear over year to 2.14 percent for 2!
reflecting reduced prepayments of principal frofinancing activities on mortgage backed securitiethe portfolio and higher ador rates fc
recent purchases. The yield on interest bearinggitpand other investments was higher as well&tt percent for 2014, up 24 basis pc
versus a year ago and reflecting lower balancemferest bearing deposits at the Federal Resamveng only 25 basis points.

Average earning assets for 2014 increased $231libmmir 11.4 percent compared to 204 2lverage balance. Average loan balances for

increased $180.4 million or 14.2 percent to $1,858illion and average investment securities inad&k34.0 million or 12.9 percent to $72
million, while average interest bearing depositd ather investments decreased $27.3 million or p@rgent to $125.5 million.
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Commercial and commercial real estate loan prododtr 2014 totaled approximately $258 million, qmamed to production for 2013 of $2
million. Improvements in commercial production riégsd from general economic conditions and consucoefidence in the State of Flor
improving, encouraging commercial customers to egpand borrow, along with the fuflear impact of our five commercial lending offi
opened during 2013. Our investment in loan producstaff is focused on the hiring of commercialders for the larger metropolitan marl
in which the Company competes, principally in OdanPalm Beach and Fort Lauderdale. The additidBAdfiKshares locations and persor
in the fourth quarter provides the Company witligaificant presence in the Orlando market as wellhe coastal region to the east of Orla
With commercial production improving during 2014daBANKshares acquisition, periaghd total loans outstanding increased by $t
million or 39.7 percent since December 31, 2013Datember 31, 2014, the Companyotal commercial and commercial real estate
pipeline was $60 million, compared to $30 milli&s8 million and $46 million at the end of the firsecond and third quarters of 2014, and
million at the end of 2013.

As of December 31, 2014 and 2013, commercial rgate (“CRE")loans were $890.5 million and $553.7 million, regpesly, up 60.8 perce
and up 8.9 percent from the respective prior yddrsler regulatory guidelines for commercial redhgs concentrations, Seacoast Natianal
total commercial real estate loans outstandingexteinber 31, 2014 (as defined in guidelines) reptedel97 percent of risiased capite
which is below the regulatory threshold.

Closed residential mortgage loan production forfifrst, second, third and fourth quarters of 20dtalted $40 million, $61 million, $66 millic
and $58 million, respectively, of which $19 milliogd28 million, $35 million and $26 million was sad@rvicingreleased. In comparison, clo:
residential mortgage loan production for the fisgtcond, third and fourth quarters of 2013 tot&&@ million, $80 million, $62 million and $!
million, respectively, of which $33 million, $49 Hidn, $32 million and $26 million was sold servigreleased. Applications for residen
mortgages totaled $344 million during 2014, comgaie $378 million for 2013. The majority of our logroduction has been focused
purchased home mortgages. Existing home sales @né imortgage loan refinancing activity in the Compa markets has improved as
number of foreclosed properties in Florida has disfied, with some improved demand for new hometaactson emerging.

During 2014, proceeds from the sales of securitizded $21.9 million (including net gains of $480). In comparison, proceeds from the
of securities totaled $67.3 million for 2013 (inding net gains of $419,000. Securities purchase20itd and 2013 have been condu
principally to reinvest funds from maturities andhpipal repayments, as well as to reinvest exfwsds (in an interest bearing deposit) al
Federal Reserve Bank, and proceeds from salesn@@f14, maturities (principally pajewns of $107.8 million) totaled $108.7 million
securities portfolio purchases totaled $345.5 miilliin addition, $85.4 million in securities fromABKshares were added to the portfolio in
fourth quarter of 2014. In comparison, 2013 maiesitotaled $155.6 million (including $150.3 mitlian paydowns) and securities portfo
purchases totaled $230.1 million.

For 2014, the cost of average interestring liabilities decreased 4 basis points t@ @&rcent from 2013, reflecting the lower intenext
environment and improved deposit mix. The followtable details the cost of average interest bediabgities for the past five quarters:
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Fourth Third Seconc First Fourth

Quarter Quarter Quarter Quarter Quarter
2014 2014 2014 2014 2013
Rate 0.31% 0.32% 0.31% 0.32% 0.35%

During 2014, the Company'retail core deposit focus produced strong grawtbore deposit customer relationships when contpérepriol
year results. Lower rates paid on interest beateqpsits during 2014 (and last several quarteds)aed the overall cost of total deposits to

percent for the fourth quarter of 2014, 3 basiqolower than the same quarter a year ago. Afgignt component favorably affecting

Companys net interest margin, the average balances ofrloast interest bearing deposits (NOW, savings randey market) totaled 8(
percent of total average interest bearing dep&®it2014, an improvement compared to the averags & percent a year ago. The average
for lower cost interest bearing deposits for 206 W.08 percent, identical to 2043ate. CD rates paid were lower during 2014, ayieg0.5!
percent, an 11 basis point decrease compared & 20&rage CDs (the highest cost component of éstdbearing deposits) were 20.0 per
of interest bearing deposits for 2014, compare23td percent for 2013. Prospectively, with interas¢s predicted to remain low through 2!
reductions in interest bearing deposit costs vélhiiore challenging to produce due to more limiteg@nicing opportunities.

Average deposits totaled $1,939.9 million during£20and were $205.6 million higher compared to 2018s increase included the acquisi
of BANKshares on October 1, 2014, with approximatb16.3 in total deposits. Average aggregate amsofan NOW, savings and mor
market balances increased $120.5 million or 12r2qvet to $1,106.6 million for 2014 compared to 20d@rage noninterest bearing dept
increased $104.2 million or 23.1 percent to $5586illion for 2014 compared to 2013, and average @Bsreased by $19.1 million or
percent to $277.3 million over the same period.hite low interest rate environment and lower Ci2 wfferings available, customers h
been more complacent and are leaving more fundswer cost average balances in savings and otheidlideposit products that pay
interest or a lower interest rate. Averaging ony1$million during 2014, the Company continues tfewits Certificate of Deposit Regis
program (“CDARSs"), a program that began in n2ig@8 that allows customers to have CDs safely atsbeyond the Federal Deposit Insur:
Corporation (“FDIC”") deposit insurance limit, andaaored offering for homeowners’ associations ened with FDIC insurance coverage.

Average shorterm borrowings have been principally comprisedwéep repurchase agreements with customers of &stadational, whic
decreased $3.2 million to $152.0 million or 2.1qeert for 2014 as compared to 2013. With balancpgaily peaking during the fourth a
first quarters each year, public fund clients wélger balances have the most significant influeoeeaverage sweep repurchase agree
balances outstanding during the year. At Septer@®g2014, the Company utilized $80 million in tef@deral funds purchased from the FF
at 0.16 percent (maturing in 30 days) to investdjustable rate securities, pending seasonal fgndkpected prospectively. These fu
remained outstanding at December 31, 2014, anthéoyear averaged $19.9 million. For 2014, aver@der borrowings are comprised
subordinated debt of $56.4 million related to tnostferred securities issued by subsidiary trubth® Company (including subordinated ¢
for BANKshares added on October 1, 2014) and acddaifrom the FHLB of $50.0 million. With the exceptiof the inherited subordinas
debt from BANKshares, no changes have occurredtterdorrowings since year-end 2009 (see “NoteBorrowings” to the Company’
consolidated financial statements).
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Prospectively, with the acquired loans paying daamd replaced with new loans at lower yields, pHytiaffset by our lending initiative
producing improved results, and problem loans owiittig to decline, we expect our consolidated nitré@st margin for 2015 will trend lowe
interest rates remain low We are positioned fargjer earnings performance and improved margin avitiore typical yield curve, with exc
liquidity presently deployed into adjustable rassets. Our focus on achieving increased householdtly year over year should continue
produce future organic revenue growth, as the tenm value of core household relationships areakedk as more products are sold and
earned, and as normalized interest rates retutimeasconomy improves.

Net interest income (on a fully taxable equivalbasis) for 2013 totaled $65,435,000, increasing445,000 or 0.7 percent as compare
2012. Net interest margin on a tax equivalent bfasi2013 decreased 14 basis points to 3.08 peomnpared to 3.22 percent in 2012. Lo
asset yields as a result of the Federal Ressmaetions to lower interest rates and the restringfof the investment portfolio to lower prici
risks in 2012 were more than offset by improvingrnoolumes and a recovery of interest on nonactwaak of $505,000 in the third quarte
2013.

The earning asset mix changed year over year inmgacet interest income. For 2013, average lodrestfighest yielding component of earr
assets) as a percentage of average earning astsdesl t61.2 percent, compared to 60.9 percentGhP2Average securities as a percenta
average earning assets increased from 29.2 peiamef012 to 31.4 percent during 2013 and interestring deposits and other investm
decreased to 7.4 percent in 2013 from 9.9 perger20iL2, reflecting the reinvestment of $226.8 milliof proceeds from securities si
transacted during the first and second quarteP®d2. Average total loans as a percentage of gpasigets increased nominally, and the m
loans was generally unchanged, with volumes reltietbmmercial real estate representing 42.5 pémfktotal loans at December 31, 2!
(compared to 41.5 percent at December 31, 2012)et gielding residential loan balances with indivads (including home equity loans
lines, and personal construction loans) represefted percent of total loans at December 31, 20&85(1s 49.6 percent at December 31, 2C

The yield on earning assets for 2013 was 3.42 p&r@2 basis points lower than for 2012, a reftactdf the lower interest rate environrr
and earning asset mix. The yield on loans decrea3eoasis points to 4.49 percent compared to 2@4th, nonaccrual loans totaling $2
million or 2.1 percent of total loans at Decembgy 3013 (versus $41.0 million or 3.3 percent oéltddans at December 31, 2012). The y
on investment securities was lower, decreasing akisbpoints from 2018’yield to 1.98 percent for 2013, due to securiiell to reduc
interest rate risk during the first six months 6fLl2 to reduce interest rate risk and reinvestmetdveer yields and lower addn rates as ti
result of Federal Reserve actions during the laltdf 2012. The yield on interest bearing depoaitd other investments was slightly highe
0.57 percent for 2013, up 9 basis points versuyitid for 2012.

Average earning assets for 2013 increased $611mdr 3.0 percent compared to 204 2iverage balance. Average loan balances for
increased $44.9 million or 3.7 percent to $1,27#8ilion and average investment securities incre#&215 million or 10.8 percent to $65
million, while average interest bearing depositd ather investments decreased $47.2 million or p8réent to $152.8 million.

Commercial and commercial real estate loan prodadtr 2013 totaled approximately $200 million, qmmed to production for 2012 of $1
million. Improvements in commercial production ritged from a focused program to target small businesgments less impacted by
lingering effects of the recession. Commercial piitbn improved and period-end total loans outstandt yearend 2013 increased by $7
million or 6.4 percent from December 31, 2012.

Closed residential mortgage loan production forattaled $251 million, of which $140 million wasld servicingreleased. In comparisc
closed residential mortgage loan production for2ftaled $249 million, of which $119 million waslg servicingreleased. Applications f
residential mortgages totaled $378 million durir@l2, compared $387 million for 2012. In the foudtarter of 2013, higher interest re
dampened overall residential loan production ferybar.
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During 2013, proceeds from the sales of securititded $67.3 million (including gains of $419,000) comparison, proceeds from the sal
securities totaled $256.1 million for 2012 (inclnginet gains of $7,619,000), with most of the pealse(and net gains) derived from s
during the first and second quarters of 2012, itoge$226.8 million (and $6,989,000), respectivélianagement believed the securities sold
minimal opportunity to further increase in valu@c8rities purchases in 2012 were conducted to esinfunds from maturities and princi
repayments, but of greater significance, to reihtles proceeds from sales. During 2013 securit@fqio purchases totaled $230.1 milli
compared to purchases totaling $384.6 million ih20

For 2013, the cost of average interesaring liabilities decreased 19 basis points 86 @ercent from 2012, reflecting the lower intenedt
environment and improved deposit mix. During 20th®, Companys retail core deposit focus produced strong grawitore deposit custornr
relationships when compared to prior year resiltsignificant component favorably affecting the Quany’s net interest margin, the aver
balances of lower cost interest bearing deposi@W\ savings and money market) totaled 76.9 pemktutal average interest bearing depe
for 2013, an improvement compared to the averagéOd¥ percent for 2012. The average rate for lovest interest bearing deposits for 2
was 0.08 percent, down by 8 basis points from 20i&te. CD rates paid were also lower during 2@¥8raging 0.66 percent, a 37 basis |
decrease compared to 2012. Average CDs (the highsstomponent of interest bearing deposits) ®8r& percent of interest bearing depc
for 2013, compared to 29.4 percent for 2012.

Average deposits totaled $1,734.3 million durind20and were $37.0 million higher compared to 2@&2n with a planned reduction of i
deposits occurring. Average aggregate amounts @W\Nsavings and money market balances increase® $iion or 6.7 percent to $98¢
million for 2013 compared to 2012, average nonggtbearing deposits increased $63.1 million o2 p@rcent to $451.8 million for 20
compared to 2012, and average CDs decreased by $88on or 22.9 percent to $296.4 million oveetBame period. For 2013 and 2(
fewer customers sought to invest in CDs, choogsirigave more funds in low rate or no cost liquigait products.

Average sweep repurchase agreements with custmh&eacoast National increased $13.6 million to5%2 Snillion or 9.6 percent for 2013
compared to 2012, and there was limited use ofré¢dends purchased, other than to test availabés| Other borrowings were comprise:
subordinated debt of $53.6 million related to tqustferred securities issued by trusts organizetheyCompany, and advances from the F|
of $50.0 million.

Noninterest ncome

Noninterest income (excluding securities gainsossés) for 2014 was $425,000 or 1.7 percent hitptaer for 2013, increasing to $24,744,(
For 2013, noninterest income of $24,319,000 wa8732000 or 13.4 percent higher than for 2012. Nwnést income accounted for 2
percent of total revenue (net interest income plusinterest income, excluding securities gainsipgared to 27.2 percent a year ago and
percent for 2012 (excluding the loss on sale of m@ntial loan).

Table 6 provides detail regarding noninterest ine@mmponents for the past three years.

For 2014, revenues from the Companwealth management services businesses (trusirakdrage) increased year over year, by $258,C
5.9 percent, and were higher in 2013 than 2012982 %00 or 29.6 percent. Included in the $258,0@0eiase from a year ago, trust reve
was higher by $275,000 or 10.1 percent and brolkecagnmissions and fees were lower by $17,000 opérbent. Higher agency fees

employee benefit income were the primary causeHerhigher trust income versus 2013, increasin@®I® and $58,000, respectively,

reflect new pricing effective in the third quartef 2014. The $17,000 overall decline in brokeragemmissions and fees for 2014 inclu
increases of $58,000 in aggregate brokerage, méind, and advisory fees and a decrease of $71f0@dnuity income. Of the $992,C
increase for 2013, trust revenue was higher by $@8or 19.0 percent and brokerage commissiondeexwere lower by $560,000 or 5
percent.
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Service charges on deposits for 2014 were $24100806 percent higher year over year, and were $086or 7.5 percent higher in 2013 w
compared 2012. Overdraft fees increased $106,04opercent year over year and represented appatedy 66 percent of total serv
charges on deposits for 2014, lower than the aeecdd7 percent for 2013 and 74 percent for 201 fiegulators continue to review
banking industry’s practices around overdraft pangs and additional regulation could further redigeeincome for the Compars/overdral
services. Remaining service charges on depositeased $135,000 or 6.1 percent to $2,330,000 fid 2€ompared to 2013. Service chi
increases for 2014 reflect our growing base of a@posit relationships over the past twelve moritiduding the addition of BANKshar
customers in the fourth quarter, and our emphasigroviding products meeting the needs of eachooust that generates appropriate fee
the services offered.

For 2014, fees from the naecourse sale of marine loans totaled $1,320,00n@ease of $131,000 or 11.0 percent compar&®id, an
were higher for 2013 by $78,000 or 7.0 percent cmeqh to 2012. The Seacoast Marine Division origid&8108 million in loans during 20:
compared to $82 million and $79 million for 2013da2012, respectively. Of the loans originated dyr2914, $80 million were sold (7-
percent of production), compared to $69 milliondsduring 2013 (84.1 percent of production) and $@8ion for 2012 (86.1 percent
production). Approximately $28 million of 201tproduction has been placed in our loan portf@@npared to $13 million in 2013 and ¢
million in 2012, thereby reducing the percentaggmiduction sold. The Seacoast Marine Divisiongadguartered in Ft. Lauderdale, Flo
with lending professionals in Florida, Californi&ashington and Arizona.

Greater usage of check or debit cards over thegeastral years by core deposit customers and aeaised cardholder base has increase
interchange income. For 2014, interchange incoraeeased $568,000 or 10.5 percent from 2013, andb@@3,000 or 20.1 percent higher
2013, compared to 2012’s income. Other depositébatextronic funds transfer (“EFTiicome increased nominally in 2014 from 2013,
increasing $6,000 or 1.8 percent in 2013 compase2Dil25 revenue. Interchange revenue is dependent upgindss volumes transacted
well as the fees permitted by VISA® and MasterCardifie DoddFrank Act regulation has not impacted this soufde® revenue for Seaco
National materially, but did significantly reduceek collected by larger financial institutio

The Company originates residential mortgage loandsi markets, with loans processed by commissiamagloyees of Seacoast Natio
Many of these mortgage loans are referred by thepgamy’s branch personnel. Mortgage banking fees in 2@bfedsed $1,116,000 or 2
percent from 2013, and were $463,000 or 12.5 peroigher for 2013 than for 2012. Mortgage bankiegenue as a component of ove
noninterest income was 12.4 percent for 2014, coegpto 17.2 percent for 2013 and 17.3 percent 822 Mortgage revenues are depen
upon favorable interest rates, as well as goodativeconomic conditions, including the volume ofite sales. Residential real estate sale
activity in our markets improved during 2013, withinsactions increasing, prices firming and affoitity improving. However, during tt
fourth quarter of 2013 and into 2014, the volumérahsactions was dampened by higher interest eatg$iome prices. The Company was
number one originator of home purchase mortgagédartin, St. Lucie and Indian River counties thestfieleven months of 2014 and al
2013, based on the data available to date.

In the fourth quarter of 2014, Bank owned life irmce (“BOLI") investments were transferred to the Company froenabquisition ¢
BANKshares, and were added to policies directlyuiregl during the quarter. BOLI income of $252,008swecognized in the fourth quarte
2014 and for the year ended December 31, 2014.afdéion of these investments will provide approately $1.3 million in tax exem
revenues in 2015. No BOLI investments existedier€@ompany previously.
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Other income for 2014 increased $90,000 or 4.2gmeércompared to a year ago, and for 2013 decrek82000 or 1.5 percent. Included in
increase for 2014 compared to 2013 was merchaatriacwhich was $50,000 higher than a year ago.

Noninterest Expenses

The Company's expense ratio was in the low to mligpércentile in years prior to the recession. Loa@mings and cyclical credit cost:
2012, 2011 and 2010 resulted in this ratio incremso 94.6 percent, 90.1 percent, and 104.6 percespectively. When compared to 2(
total noninterest expenses for 2013 decreased 396,000 or 9.0 percent to $75,152,000, and theresepratio was 82.9 percent. For 2014
expense ratio was 92.4 percent and total noniriterpenses were $18,214,000 or 24.2 percent highisus 2013, totaling $93,366,000.

Continued investments in our digital delivery chalsncombined with increased advertising and datdytics have partially offset our ¢
reductions. During the fourth quarter of 2014 weested approximately $697,000 in marketing and rotagenditures to refresh ¢
reintroduce our brand, and as part of this brafiesh, the Company retooled its logo and signagautfhout our branch network and dig
platforms.

Some of the decrease in expenses in 2013 wasddtathe implementation of prospective cost redundithat occurred in 2012. During tt
quarter of 2012 managemenbrganizational structure was streamlined andCiiapany announced the consolidation of four officesulting
in severance and other organizational costs of $8®2and branch consolidation costs of $723,00Gatipg overhead for the third and fot
quarters of 2012. Through these decisions and atbstr reduction measures that took effect over 241idl 2013, and our tactical plan:
increase loan production and the acquisition ofskbolds, we anticipate significant improvementun i@sults for 2015.

Table 7 provides detail of noninterest expense amapts for the years ending December 31, 2014, 26d2012.

Salaries and wages were $4,126,000 or 13.3 pehighér for 2014 compared to 2013, and were $1,@0Ldr 3.6 percent higher for 2C
compared to the same period in 2012. Base salages higher for 2014 by $2,707,000 or 9.6 perosith additional personnel retained as
of the fourth quarter acquisition of BANKshares.ghggate cash and stock incentives for 2014 we@382)00 higher, reflecting an improy
outlook and better than expected production. Sexergorimarily related to the acquisition, resultarganizational changes and cost redur
strategies, was $914,000 higher compared to 20i@roved loan production year over year for 2014ilted in deferred loan origination cc
(a contraexpense) increasing $1,586,000 or 64.0 percenthapéatially offset the salary and wage increases. 2013, base salaries w
higher when compared to 2012, by $2,201,000 orpertent, reflecting additional commercial relatiopsmanagers and credit supy
personnel hired during 2013. Totaling only $67,088serance payments for 2013 were $621,000 loveer 2012 when organizational char
were occurring. Higher commission and incentiverpagts of $253,000 were included in the increasedtaries and wages for 2013 comp
to 2012, but were more than offset by the defesfdban origination costs that were $785,000 oB4tercent higher for 2013. Executive ¢
incentive compensation was not paid in 2013 or 2012

In 2014, employee benefits costs increased by $1080 or 19.7 percent to $8,773,000 from a year hgbwere lower by $383,000 or
percent for 2013 when compared to 2012. For 20dgksdor our selfunded health care plan were $737,000 higher tba2G13, due to high
claims and utilization, and the addition of persainfinom the acquisition of BANKshares. For 2013stsofor our selfunded health care pl
were $565,000 lower than for 2012, when a few lactggms and higher utilization occurred. For 202813, and 2012, profit shari
contributions for all associates were eliminatedriby 2014, matching 401K contributions associatéth employee salary deferrals w
returned to levels preecession, and were $391,000 higher than in 204 8pmpared to an increase of $36,000 in 401K pietscfor 201!
versus 2012. Higher payroll taxes accounted foraieing increases in employee benefits for 201420148, a reflection of additions to staff.

84




Seacoast National utilizes third parties for itsecdata processing systems and outsourced datasging costs are directly related to
number of transactions processed. Outsourced datagsing costs totaled $8,781,000 for 2014, arése of $2,409,000 or 37.8 percent 1
a year ago. In comparison, for 2013 outsourced getaessing costs decreased $1,010,000 or 13.emeirom 2012. Of the $2,409,C
increase during 2014, $1,581,000 was directly eelad additional charges for the BANKshares meagef conversion of systems. Without
merger related costs, outsourced data processicrgaised 13.0 percent year over year, with softWiaensing and maintenance,
interchange processing costs all increasing dutdigd. The Compang’ contract with its core data processor was remsgdtas of January
2013 for a term of 5 1/2 years, resulting in datacpssing costs decreasing $861,000 for 2013 uthederenegotiated terms as compare
2012. In addition, software licensing, software mbamance, and other EFT processing costs were @533§%3,000 and $151,000 lower
2013 than in 2012. Interchange processing coste §&t8,000 higher in 2013 as compared to 2012gedtieely to rising transaction volum
Outsourced data processing costs can be expeciadrémase as the Compasyusiness volumes grow. We continue to furtherawe ani
enhance our mobile and other digital products asglices through our core data processor, which Mddly increase our outsourced ¢
processing costs as customers adopt these improweisued products. At December 31, 2014, 59 pefemtir customer households use or
services and 49 percent of our online customersusenobile banking products.

Telephone and data line expenditures, includingtelaic communications with customers and betweandh locations and personnel, as
as third party data processors, increased $78,0080.20percent to $1,331,000 for 2014 when compace@013. Improved systems ¢
monitoring of services utilized has reduced our wamication costs, and these costs should contioueeflect moderate fluctuatio
prospectively. Such expenses for 2013 increase@@@®r 6.4 percent to $1,253,000 from 2012’s $otal

Total occupancy, furniture and equipment expenses2014 increased year over year versus 2013, h¥4$900 or 57.2 percent
$14,957,000. In comparison, 2013 expenses decregsad over year versus 2012, by $953,000 or 9.temérto $9,512,000. Bran
consolidation costs totaled $4,261,000 in the foguarter 2014, and comprised most of the incréasg014. The full year impact of open
five new, smaller commercial lending offices duri@13 in the Orlando, Ft. Lauderdale and Palm Bemalkets increased our expenss
$278,000 for 2014. The addition of twelve brancheguired in the BANKshares acquisition during therth quarter of 2014 will have a f
year impact on 2015 as well (see Form 10K dateceBwer 31, 201<ltem 2, Propertiesfor a complete description). A primary contributo
the decrease for 2013 compared to 2012, brancholidason costs of $232,000 and $407,000 were dEmbrduring the third and fou
quarters of 2012, respectively. Branch consolidetiare likely to continue for the Company and thaking industry in general, as custon
increase their usage of digital and mobile prodtiaseby lessening the necessity to visit offices.

For 2014, marketing expenses including sales promatosts, ad agency production and printing costgyspaper and radio advertising,
other public relations costs associated with then@anys efforts to market products and services, incekakk635,000 or 69.9 perc
compared to the same period in 2013. Fourth quaG#&d’s expenditures included $697,000 to refresh amdroeluce our brand, including
retooling of our logo and associated signage thmoug our branch network and digital platforms. édists related for this logo change
additional branding were incurred in the fourth geaof 2014. Direct mail, sales promotions, digit@bsite and media were utilized m
extensively during 2014, increasing a combined $83® compared to prior year, and an additional 1&Y was incurred in sharehol
relations, including activities related to the nergOur marketing expenditures reflect a tailofedused campaign in our markets targeting
customers of competing financial institutions amdnpoting our brand. For 2013, marketing expensesedsed by $756,000 or 24.4 perce!
$2,339,000 when compared to 2012. For 2013, dinegil activities, media costs for newspaper, telewisand radio advertising, sa
promotions, and printing costs were all lower, 898,000, $187,000, $98,000 and $94,000, respegtiwempared to 2012.
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Legal and professional fees were higher in 201dremsing by $4,413,000 from a year ago to $6,871,8@quisition related legal a
professional fees for BANKshares summed to $2,384,0h addition, other professional fees during£20icluded $182,000 for consulting fi
related to our cost reduction initiatives. For 20BICC regulatory examination fees declined $48,G0Rviated by the release from
regulatory agreement in the third quarter of 20@3:omparison, legal and professional fees trerdeer in 2013, decreasing by $2,783,00
53.1 percent to $2,458,000 from 2012. During 20&@al fees were $1,515,000 lower when comparedi® 2reflecting a recovery of le
fees of $650,000 and $350,000 in the second amthfouarters of 2013, respectively. These amourt® wecovered from single creditor:
each case. Other professional fees, CPA fees and f@Gulatory examination fees for 2013 were lowersus 2012 as well, declini
$1,023,000, $156,000 and $89,000, respectively.

The FDIC assessment for the first, second, thidifanrth quarters of 2014 totaled $386,000, $410, 387,000 and $476,000, respecti
compared to first, second, third and fourth qua2@t3's assessments of $717,000, $720,000, $713,000451d0R0, respectively. For 20
FDIC assessments summed to $2,805,000. FDIC assetssdeclined in the fourth quarter of 2013, refferour improved risk posture and
termination of the regulatory enforcement actiorss benefited every quarter in 2014, with the &ase in premium paid in the fourth que
of 2014 reflecting the merger with BANKshares. QiyJ30, 2013, Seacoast National also received antebf $3.8 million for premiun
prepaid at the end of 2009 (less premiums calalilaiel paid since year end 2009). Although the #gvef bank failures and their impact
the FDIC’s Deposit Insurance Fund were less thadipted, Seacoast National remains exposed to higDKC insurance costs.

Net losses on other real estate owned (OREO) grassessed assets, and asset disposition expesgemtesl with the management of OF
and repossessed assets (aggregated) totaled $083%21M,000, $295,000 and $112,000 for the fiestprd, third and fourth quarters of 2(
respectively, and totaled $798,000 for the yeacl{dieg $1,231,000 when compared to 2013). In camspa, these costs totaled $857,(
$604,000, $388,000 and $180,000 for the first, se¢cthird and fourth quarters of 2013, and tot82@29,000 for 2013 (declining $2,897,
when compared to 2012). These costs have modesatbdlieclined steadily over the last three yearf) @®REO balances for nacquiret
properties declining by 18.9 percent and 42.5 peraespectively, during 2014 compared to 2013 203 compared to 2012. OREO to
$7.5 million at December 31, 2014, including $1.8iam in properties from the acquisition of BANKates. Of the $798,000 total for 20
asset disposition costs summed to $488,000 anddass OREO and repossessed assets totaled $31Tt@0Company expects these cos
continue to be lower prospectively.

Amortization of core deposit intangibles totaled(8B,000 for the year ended December 31, 2014, amdpto $783,000 and $788,000
2013 and 2012, respectively. Fourth quarter 28 bhortization included $315,000 for the acquisitidd core deposits from BANKshares, 1
for the total year 2015 is expected to total $1,260.

Other noninterest expenses increased $516,000 qreécent to $9,988,000 for 2014 when compared®1@2and were $444,000 or 4.5 per.
higher when comparing 2013 to 2012. For 2014, otloginterest expenses included armored car ser{ige$50,000), bank paid closing cc
(up $528,000), dealer referral fees (up $111,088) fees (up $52,000), director fees (up $87,086uisition costs (of $144,000) and B(
and related insurance (of $101,000), partially etffey, employee placement fees (down $48,000), adgndfselfassessment fees (da
$136,000), insurance expense (down $94,000), bardting costs (down $62,000), and the lack of atone-miscellaneous loss of $190,00!
recorded for 2013. For 2013, other noninterest esge included a orténe miscellaneous loss of $190,000 in the foumtlarter of 201!
additional director fees (up $495,000, includingc&tcompensation), increases in educat@lated expenditures (up $80,000) and bank me
costs (up $63,000), partially offset by lower chegchating costs (down $195,000), employee placenast relocation costs (down $71,01
and miscellaneous lending fees and bank paid gasists (down $77,000 and $41,000, respectively).
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Interest Rate Sensitivity

Fluctuations in interest rates may result in chanigehe fair value of the Compasyfinancial instruments, cash flows and net inteiresome
This risk is managed using simulation modeling atcglate the most likely interest rate risk utitigiestimated loan and deposit growth.
objective is to optimize the Company’s financiakion, liquidity, and net interest income whileniting their volatility.

Senior management regularly reviews the overadlrest rate risk position and evaluates strategiesanage the risk. The Compasijourtt
quarter 2014 Asset and Liability Management Comamnit'ALCO”) model simulation indicates net interest income wdotrease 9.1 perce
if interest rates increased 200 basis points up thesnext 12 months and 4.9 percent if interagstsrancreased 100 basis points. This com|
with the Companyg fourth quarter 2013 model simulation, which irdés net interest income would increase 5.3 pei€anerest rates we
increased 200 basis points up over the next 12 moahd 3.1 percent if interest rates were incred€8dbasis points. Recent regula
guidance has placed more emphasis on rate shocks.

The Company had a positive gap position based otramual and prepayment assumptions for the n2xhdnths, with a positive cumulat
interest rate sensitivity gap as a percentagetaf &arning assets of 11.7 percent at Decembe2@l4. This result includes assumptions
core deposit re-pricing validated for the Companyb independent third party consulting group.

The computations of interest rate risk do not nesly include certain actions management may uaklerto manage this risk in respons
changes in interest rates. Derivative financiarimeents, such as interest rate swaps, options, flaprs, futures and forward contracts ma
utilized as components of the Company’s risk maneege profile.

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

Interest rate risk, defined as the exposure ofimtetest income and Economic Value of Equity, oWEE’ to adverse movements in intel
rates, is the Company’s primary market risk, andhigarises from the structure of the balance sfieettrading activities). The Company
also exposed to market risk in its investing atitgi The Company’s Asset/Liability Committee, &L'CO,” meets regularly and is respons
for reviewing the interest rate sensitivity pogitiof the Company and establishing policies to nowréind limit exposure to interest rate r
The policies established by the ALCO are reviewed approved by the CompagyBoard of Directors. The primary goal of intereste risl
management is to control exposure to interestrisitewithin policy limits approved by the Boardhdse limits reflect the Compasytoleranc
for interest rate risk over short-term and longvtérorizons.

The Company also performs valuation analyses, waiehused for evaluating levels of risk preserthanbalance sheet that might not be t:
into account in the net interest income simulatoalyses. Whereas net interest income simulatighlights exposures over a relatively s
time horizon, valuation analysis incorporates aliftflows over the estimated remaining life ofaalance sheet positions. The valuation o
balance sheet, at a point in time, is defined agltecounted present value of asset cash flowsaitimidiscounted value of liability cash flo
the net result of which is the EVE. The sensitidfyEVE to changes in the level of interest ratea measure of the longer-termpréeing risks
and options risks embedded in the balance sheetnnast to the net interest income simulationictvlassumes interest rates will change
a period of time, EVE uses instantaneous changeges.

87




EVE values only the current balance sheet, and doesicorporate the growth assumptions that aegl urs the net interest income simula
model. As with the net interest income simulatioodel, assumptions about the timing and variabditpalance sheet cash flows are critici
the EVE analysis. Particularly important are theuasptions driving prepayments and the expectedgdsaim balances and pricing of
indeterminate life deposit portfolios. Core dempsite a more significant funding source for the @any, making the lives attached to ¢
deposits more important to the accuracy of our riogleof EVE. The Company periodically reassessssagsumptions regarding

indeterminate lives of core deposits utilizing addépendent third party resource to assist. Wittelowterest rates over a prolonged period
average lives of core deposits have trended highdrfavorably impacted our model estimates of EWEhigher rates. Based on our fol
quarter 2014 modeling, an instantaneous 100 basig increase in rates is estimated to increaseEME 11.5 percent versus the EVE i
stable rate environment, while a 200 basis poitrteiase in rates is estimated to increase the EVE@®kcent.

While an instantaneous and severe shift in inteass is used in this analysis to provide an eggnof exposure under an extremely ad\
scenario, a gradual shift in interest rates wowdeha much more modest impact. Since EVE measheediscounted present value of ¢
flows over the estimated lives of instruments,¢hange in EVE does not directly correlate to thgree that earnings would be impacted o
shorter time horizon, i.e., the next fiscal yearrther, EVE does not take into account factors sagffuture balance sheet growth, chang
product mix, change in yield curve relationshipsd @&hanging product spreads that could mitigateatheerse impact of changes in inte
rates.

Liquidity Risk Management and Contractual Commitments
Liquidity risk involves the risk of being unable tond assets with the appropriate duration andased liability, as well as the risk of
being able to meet unexpected cash needs. Liqupditgning and management are necessary to ensarabitity to fund operations ct

effectively and to meet current and future potédmidigations such as loan commitments and unexedeposit outflows.

In the table that follows, all deposits with indeténate maturities such as demand deposits, NOVduats, savings accounts and mc
market accounts are presented as having a matdirgtye year or less.

Contractual Obligation
December 31, 201

Over One Over Three
One Yeal Year Througt  Years Througl Over five

(In thousands Total or Less Three Year: Five Years Years
Deposit maturitie: $ 241653 $ 231847 $ 66,84: $ 30,10¢ $ 1,111
Shor-term borrowings 233,64( 233,64( 0 0 0
Borrowed funds 50,00( 0 50,00( 0 0
Subordinated det 64,58 0 0 0 64,58:
Operating leases 26,06: 3,894 6,96¢ 3,70( 11,49¢

TOTAL $ 2,790,81: $ 2,556,011 $ 123,81L: $ 33,80 $ 77,191

Funding sources primarily include customer-basede odeposits, collaterddacked borrowings, cash flows from operations, asde
securitizations and sales.
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Cash flows from operations are a significant congparof liquidity risk management and we considehlieposit maturities and the sched
cash flows from loan and investment maturities pagiments. Deposits are also a primary source afdity. The stability of this fundir
source is affected by numerous factors, includieigirns available to customers on alternative imaests, the quality of customer sen
levels, safety and competitive forces. We routingdg securities and loans as collateral for sechioegbwings. In the event of severe ma
disruptions, we have access to secured borrowimgsigh the FHLB and the Federal Reserve Bank afmd under its borrower-in-custody.

Contractual maturities for assets and liabilities reviewed to meet current and expected futuredity requirements. Sources of liquidity, b
anticipated and unanticipated, are maintained tiirauportfolio of high quality marketable assetghsas residential mortgage loans, secu
held for sale and interebtaring deposits. The Company is also able to geoghort term financing of its activities by sedlirunder a
agreement to repurchase, United States TreasuryGandrnment agency securities not pledged to seguinéic deposits or trust funds.
December 31, 2014, Seacoast National had availatdecured lines of $45 million and lines of crediter current lendable collateral va
which are subject to change, of $671 million. Seat®ational had $588 million of United States Breg and Government agency secur
and mortgage backed securities not pledged anthhaleafor use under repurchase agreements, andrhadditional $235 million in resident
and commercial real estate loans available asteddla In comparison, at December 31, 2013, the [i2om had available unsecured line
$29 million and lines of credit of $560 million, drhad $334 million of Treasury and Government agesecurities and mortgage bac
securities not pledged and available for use ungigurchase agreements, as well as an additiond® ilGon in residential and commerc
real estate loans available as collateral.

Liquidity, as measured in the form of cash and caghivalents (including interest bearing depositsgled $100,539,000 on a consolid;
basis at December 31, 2014 as compared to $190@24t December 31, 2013. The composition of cashcash equivalents has char
from a year ago. Over the past twelve months, eashdue from banks increased $15,850,000 to $64@Q1and interest bearing depc
decreased to $36,128,000 from $143,063,000. Teeesit bearing deposits are maintained in Seacaa&irdl’s account at the Federal Resi
Bank of Atlanta. Cash and cash equivalents varh w#asonal deposit movements and are generallghighhe winter than in the summr
and vary with the level of principal repayments &meestment activity occurring in Seacoast Natit;akecurities and loan portfolios. Dur
2014, our intent was to reinvest excess liquiditp ithe loan and securities portfolios.

The Company does not rely on and is not dependenffebalance sheet financing or wholesale funding.

The Company is a legal entity separate and disfioch Seacoast National and its other subsidiaN&sious legal limitations, includit
Section 23A and 23B of the Federal Reserve Act leederal Reserve Regulation W, restrict SeacoasbiNdtfrom lending or otherwi:
supplying funds to the Company or its nisank subsidiaries. The Company has traditionaligdeupon dividends from Seacoast National
securities offerings to provide funds to pay thempany’s expenses, to service the Compsurdebt and to pay dividends upon Comy
common stock and preferred stock. During the thjudrter of 2013, formal regulatory agreements wlith OCC were removed there
allowing Seacoast National to pay dividends to @@mmpany without prior OCC approval. At December 3Q14, Seacoast National
distribute dividends to the Company of approxima®&$9.0 million. At December 31, 2014, the Compaay cash and cash equivalents a
parent of approximately $38.3 million. In compansat December 31, 2013, the Company had cash astu equivalents at the paren
approximately $1.7 million. A $75.0 million commaeiock offering in the fourth quarter of 2013 reedltn approximately $47.0 million (net
costs) in funds received during the quarter, whth temaining funds of $25 million from CapGen Calpieceived on January 13, 2014 ¢
regulatory approval of CapGeninvestment. The $47.0 million, along with a pamtof existing cash available from the parent, wilized tc
redeem all of the Series A Preferred stock at Déegril, 2013 at its $50.0 million par value plugidénds of $319,000 accrued through
date of redemption. The acquisition of BANKshanegmemented cash and cash equivalents in the payegproximately $14 million.
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Off-Balance Sheet Transactions

In the normal course of business, we may engagevariety of financial transactions that, underagally accepted accounting principles, ei
are not recorded on the balance sheet or are extan the balance sheet in amounts that differ fitmenfull contract or notional amour
These transactions involve varying elements of etaidcedit and liquidity risk.

Lending commitments include unfunded loan committa@md standby and commercial letters of crediarge majority of loan commitmet
and standby letters of credit expire without befimgded, and accordingly, total contractual amowamésnot representative of our actual fu
credit exposure or liquidity requirements. Loan aatments and letters of credit expose the Compangredit risk in the event that |
customer draws on the commitment and subsequeailiytd perform under the terms of the lending agrent.

Loan commitments to customers are made in the naouase of our commercial and retail lending basses. For commercial customers,
commitments generally take the form of revolvingdit arrangements. For retail customers, loan camerits generally are lines of cre
secured by residential property. These instrumargsnot recorded on the balance sheet until furela@dvanced under the commitment.
loan commitments, the contractual amount of a camenmt represents the maximum potential credit tiskt could result if the enti
commitment had been funded, the borrower had ndormeed according to the terms of the contract, mmdollateral had been provided. L
commitments were $238 million at December 31, 20dad $135 million at December 31, 2013 (see “Not€oRtingent Liabilities ar
Commitments with Off-Balance Sheet Risk” to the @amy’s consolidated financial statements).

Income Taxes

The provision for income taxes for 2014 and 2018 henefit for net loss for 2012 totaled $4.5 miili $4.4 million and $0.1 millio
respectively. The deferred tax valuation allowanes decreased or increased by a like amount fo2,20&refore there was no change ir
carrying value of deferred tax assets for 2012 (€r#ical Accounting Estimates — Deferred Tax AsSe At September 30, 2013, we w
able to reverse the tax valuation allowance of $Million. Management believes it can realize dlite future tax benefits (see “Note -+
Income Taxes” to the Company’s consolidated finalnsatements).

Capital Resources

Table 8 summarizes the Company’s capital positioth selected ratios. The Compasgquity capital at December 31, 2014 totaled &
million and the ratio of shareholdeejuity to period end total assets was 10.11 percempared with 8.75 percent at December 31, 28i¢
7.62 percent at December 31, 2012. During fourtrign 2014, the BANKshares acquisition was tramshfiir common stock of $76.8 millic
increasing total shareholdeexjuity. Also, during third quarter 2013, the readisf the deferred tax valuation allowance increaset incom
and total shareholders’ equity. Seacoast’'s manageases certain “non-GAAP” financial measures sahalysis of the Comparsytapita
adequacy. Seacoasthanagement uses this measure to assess thg gtiabipital and believes that investors may finalsieful in their analys
of the Company. This capital measure is not necidssamparable to similar capital measures thay ha presented by other companies
“Note N — Shareholders’ Equity”).
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On November 12, 2013, the Company received $47lbminet of costs) in proceeds from its $75 noiflicommon stock issuance, with
additional $25.0 million remitted from CapGen Capiin January 13, 2014 following regulatory appt@faCapGens investment. In additio
effective December 13, 2013, the Company transaatédfor 5 reverse common stock split, which resllin 23,637,434 common she
outstanding at December 31, 2013. The proceeds fr@rtapital raise were used to redeem 2,000 sludreststanding Series A Prefer
Stock (at par) totaling $50 million originally issdi to the U.S. Department of Treasury under theiflesl Asset Relief Program and later :
to third party investors. The remaining funds frira capital raise were retained for general cotpgparposes. The preferred stock carriet
percent dividend that was to increase to 9 peropritebruary 15, 2014. The preferred stock redemptias completed on December 31, 2
increasing net income available to common shareslduring 2014 and beyond.

The Company’s capital position remains strong, mgeahe general definition of “well capitalized” ity a total riskbased capital ratio of 16.
percent at December 31, 2014, lower than Decenthe2®L35 ratio of 16.88 percent and 18.33 percent at Dbeer®l, 2012. Reinvestmen
cash and cash equivalents with a zero percentwisight into securities and loans with higher riskightings, and the acquisition
BANKshares’loans with higher risk weightings, was the primaause for risk weighted assets increasing, thel@lgring Tier 1 and tot
risk-based capital ratios at December 31, 2014ofA3ecember 31, 2014, the BasKeverage ratio was 9.04 percent, compared to@ebder
at December 31, 2013 and 9.72 percent at Decemb@032.

The Company and Seacoast National are subjectriougageneral regulatory policies and requiremeelating to the payment of dividen
including requirements to maintain adequate capltalve regulatory minimums. The appropriate fedeaak regulatory authority may prohi
the payment of dividends where it has determined tie payment of dividends would be an unsafensound practice. The Company
legal entity separate and distinct from SeacoasioNal and its other subsidiaries, and the Compapyimary source of cash and liquid
other than securities offerings and borrowinggiigdends from its bank subsidiary. Without OCC agual presently, the Seacoast Natic
can pay up to $59.0 million of dividends to the Qxamy (see “Note C - Cash, Dividend and Loan Regiris”).

The OCC and the Federal Reserve have policieetiaiurage banks and bank holding companies to ipadedds from current earnings, ¢
have the general authority to limit the dividendsdpby national banks and bank holding companiespectively, if such payment may
deemed to constitute an unsafe or unsound pradftjce. the particular circumstances, either ofghdederal regulators determined thai
payment of dividends would constitute an unsafarmound banking practice, either the OCC or theefe@dReserve may, among other thi
issue a cease and desist order prohibiting the palyof dividends by Seacoast National or us, rasmdg. Under a recently adopted Fed
Reserve policy, the board of directors of a banklihg company must consider different factors tewee that its dividend level is prud
relative to the organizatios’'financial position and is not based on overlyirjstic earnings scenarios such as any potentiahtsvthat me
occur before the payment date that could affecaliitity to pay, while still maintaining a strongéncial position. As a general matter,
Federal Reserve has indicated that the board e€tdirs of a bank holding company, such as Seacsfest)d consult with the Federal Rest
and eliminate, defer, or significantly reduce ttak holding company’ dividends if: (i) its net income available to sHwlders for the pe
four quarters, net of dividends previously paididgithat period, is not sufficient to fully fundehdividends; (ii) its prospective rate of earn
retention is not consistent with its capital neadd overall current and prospective financial ctadj or (iii) it will not meet, or is in danger
not meeting, its minimum regulatory capital adequatios.
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The Company has six wholly owned trust subsidia$$&CF Capital Trust | and SBCF Statutory Trugh#t were both formed in 2005 to is
trust preferred securities. In 2007, the Compamynéml an additional wholly owned trust subsidiarBCE Statutory Trust lll. The 2005 tru
each issued $20.0 million (totaling $40.0 millioof) trust preferred securities and the 2007 trustiesl an additional $12.0 million in tr
preferred securities. In 2014, as part of the BANd¢ss acquisition, the Company acquired BankFIR@&Iutry Trust |, BankFIRST Statutc
Trust Il and The BANKshares Capital Trust | thatisd in the aggregate $14.4 million in trust preféisecurities. All trust preferred securi
are guaranteed by the Company on a junior subdetinaasis. The Federal Resesvelles permit qualified trust preferred securit@sl othe
restricted capital elements to be included as Tieapital up to 25 percent of core capital, negoddwill and intangibles. The Compe
believes that its trust preferred securities qualifider these revised regulatory capital rules exmkcts that it will be able to treat all $€
million of trust preferred securities as Tier 1 italp For regulatory purposes, the trust prefesedurities are added to the Companigngibli
common shareholdersquity to calculate Tier 1 capital. The weighte@rage interest rate of our outstanding subordindédd related to tru
preferred securities was 1.87 percent during 20@fpared to 1.74 and 1.93 percent during 2013 @@ 2espectively. The Company ¢
formed SBCF Capital Trust IV and SBCF Capital Tnsh 2008, however both are currently inactive.

Changes in rules under new Basel Ill guideline® taffect on January 1, 2015, and affect risk basgiital calculations. The Company
taken a prospective look at its ratios, findingt thar ratios remain strong under these guidelines.

Financial Condition

Total assets increased $824,395,000 or 36.3 petoe$’, 093,335,000 at December 31, 2014, afteeasing $95,011,000 or 4.4 percer
$2,268,940,000 in 2013. The highlight of 2014 wasaxquisition of BANKshares which closed on Octobe2014 and expanded our prest
in Central Florida, particularly in the greater &rlo market, and increased total assets, by appabely $627 million. The Company is
sixth largest Florida-based bank.

Loan Portfolio

Table 9 shows total loans (net of unearned incdimegommercial and residential real estate, comimaeend financial and consumer lo
outstanding.

The Company defines commercial real estate in derme with the guidance on “Concentrations in CoreiakReal Estate Lending'th{e
“Guidance”) issued by the federal bank regulataggrecies in 2006, which defines commercial realtegt&CRE”") loans as exposures sect
by land development and construction, including fasily residential construction, multi-family prepy, and norfarm nonresidenti
property where the primary or a significant sous€eepayment is derived from rental income assediatith the property (i.e. loans for wh
50 percent or more of the source of repayment cdroes third party, noreffiliated, rental income) or the proceeds of thk srefinancing, «
permanent financing of the property. Loans to esdhite investment trusts, or “REITg&hd unsecured loans to developers that closelglede
to the inherent risks in CRE markets would alsacbesidered CRE loans under the Guidance. Loansaorerooccupied CRE are gener:
excluded.

Total loans (net of unearned income and excludiregatlowance for loan losses) were $1,821,885,0@eaember 31, 2014, $517,678,00
39.7 percent more than at December 31, 2013, amd $%304,207,000 at December 31, 2013, $78,126000814 percent more than
December 31, 2012. The BANKshares acquisition ol 1, 2014 contributed $365.4 million in loans.

The Company continues to look for opportunitiesnicest excess liquidity, and believes the bestesuruse is to fund loan growth. Additio
new commercial relationship managers hired overpths three years have increased loan growth, adih@damtinue to do so prospective
Loan production of $424 million, $354 million an@& million was retained in the loan portfolio dhgithe twelve months ended Decen
31, 2014, 2013 and 2012, respectively. No probleam Isales occurred in 2014 or 2013, compared tmi#@®n in sales in 2012. The sales
2012 were necessary to improve the Company’s dugsklprofile.
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As shown in the supplemental loan table below, tanson and land development loans (excludingvimtials) increased $20.0 million
$53.3 million at December 31, 2014. The primarysesufor the increase were loans collateralizedahy bf $13.3 million, many derived
the acquisition of BANKshares, with approximately [dans comprising the $18.2 million outstandindatember 31, 2014. In comparis
construction and land development loans (exclu@idgiduals) increased $11.5 million to $33.3 naitliat December 31, 2013.

Construction and land development loans, includi@gms secured by commercial real estate, were deetpof the following types of loans
December 31, 2014 and 2013:

December 31 2014 2013
(In millions) Funded Unfunded Total Fundec Unfunded Total
Construction and land developm:
Residential
Town homes $ 02 $ 11.C $ 112 $ 0C $ 15 $ 1.E
Single family residence 6.€ 17.1 23.¢ 2.C 3.C 5.C
Single family land and lot 6.1 0.C 6.1 4.¢ 0.C 4.¢
Multifamily 3.C 0.C 3.0 3.7 0.C 3.7
16.Z 28.1 44 ¢ 10.¢€ 4.5 15.1
Commercial:
Office buildings 1 2.7 4.3 0.C 0.C 0.C
Retail trade 0.7 0.4 1.1 7.7 1.3 9.C
Land 18.2 3.C 21.2 4.C 1.4 .3
Industrial buildings 2.7 0.5 3.2 0.C 0.C 0.C
Healthcare 0.C 0.C 0.0 54 3.8 9.2
Churches and educational faciliti 2.6 0.4 3.3 3.8 0.2 4.C
Lodging 7.1 0.C 7.1 0. 6.3 7.2
Convenience store 3.2 1.7 4.9 0.C 0.C 0.C
Automobile and RV dealershi) & 0.C 0.3 0.C 0.C 0.C
Other 0.4 0.1 0.5 0.C 0.C 0.C
37.1 8.8 45.¢ 22.7 13.C 35.7
Total residential and commercial constructior
and land developme 53.c 36.€ 90.2 33.8 17.t 50.¢
Individuals:
Lot loans 15.F 0.C 15.F 12.¢ 0.C 12.¢
Construction 18.2 13.C 31.2 21.2 18.C 39.:
33.7 13.C 46.7 34.2 18.C 52.2
Total $ 87.C $ 49¢ $ 136.¢ $ 67 $ 35 $ 103.(

Commercial real estate mortgages were higher bg.83tillion or 60.9 percent, totaling $837.2 mitliat December 31, 2014. The Company’
ten largest commercial real estate funded and defifoan relationships at December 31, 2014 agtggddga $95.9 million (versus $10-
million a year ago) and for the 37 commercial resgthte relationships in excess of $5 million thgragate funded and unfunded totaled $2
million (compared to 26 relationships of $198.0limil a year ago).

Commercial real estate mortgage loans, excludimgtcaction and development loans, were comprisdteofollowing loan types at Decem
31, 2014 and 2013:
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December 31 2014 2013

(In millions) Funded Unfunded Total Fundec Unfunded Total

Office buildings $ 235.7 % 36 $ 239.: % 1187 $ 2E % 121.2
Retail trade 205.t 1.3 206.¢ 130.¢ 2.4 133.C
Industrial 157.% 3.9 161.2 81.1 0.7 81.¢
Healthcare 50.€ 0.7 51.2 45k 1.C 46.5
Churches and educational faciliti 26.1 0.1 26.2 25.2 0.C 25.2
Recreatior 3.2 0.1 3.3 2.5 0.C 2.5
Multifamily 17.4 0.C 17.4 16.€ 0.C 16.€
Mobile home park: 1.7 0.C 1.7 1.¢ 0.C 1.¢
Lodging 16.¢ 0.C 16.¢ 17.1 0.C 17.1
Restauran 3.3 0.C 3.3 3.7 0.C 3.7
Agriculture 2.€ 0.7 3.3 7.C 0.8 7.8
Convenience store 21.2 1.C 22.2 20.€ 0.1 20.¢
Marina 18.F 0.C 18.F 21.c 0.C 21.c
Other 77.2 2.5 79.7 28.1 0.1 28.2
Total $ 837.: $ 13¢ $ 8511 $ 520.¢ $ 7€ $ 528.(

Fixed rate and adjustable rate loans secured bynawaial real estate, excluding construction lodotaled approximately $596 million a
$241 million, respectively, at December 31, 20Impared to $350 million and $170 million, respeelyy at December 31, 2013.

Residential mortgage lending is an important segroéthe Company'’s lending activities. The Compédiag never offered sulrime, Alt A,
Option ARM or any negative amortizing residentiams, programs or products, although we have atgihand hold residential mortg:
loans from borrowers with original or current FI@@dit scores that are less than “prim@ubstantially all residential originations havet
underwritten to conventional loan agency standamisuding loans having balances that exceed agemadye limitations. The Compa
selectively adds residential mortgage loans tedtgfolio, primarily loans with adjustable ratesheTCompanys asset mitigation staff hand
all foreclosure actions together with outside legainsel.

Exposure to market interest rate volatility witlspect to longerm fixed rate mortgage loans held for investniemhanaged by attempting
match maturities and re-pricing opportunities @mdugh loan sales of most fixed rate product

Adjustable and fixed rate residential real estatetgages were higher at December 31, 2014, by $#8libn or 12.6 percent and $2.8 milli
or 3.0 percent, compared to a year ago. At Dece®ibe2014, approximately $441 million or 64 percehthe Companyg residential mortga
balances were adjustable, compared to $392 midio66 percent at December 31, 2013. Loans secyreddidential properties having fix
rates totaled approximately $94 million at Decem®ikr2014, of which 15- and 3@ar mortgages totaled approximately $23 milliod &
million, respectively. The remaining fixed rate &rates were comprised of home improvement loanst witls maturities of 10 years or le
that increased $9.8 million or 15.8 percent sineeddnber 31, 2013. In comparison, loans secureedigential properties having fixed re
totaled approximately $91 million at December 3012 with 15- and 3@ear fixed rate residential mortgages totaling apjmately $2.
million and $69 million, respectively. The Compamyso has a growing home equity line portfolio, miity floating rates, totalir
approximately $80 million at December 31, 2014 heigthan the $48 million that was outstanding atddeber 31, 2013, and validat
improving property values.

94




Reflecting the impact of improved economic condisicand the acquisition, commercial loans incredse$i157.4 million at December !
2014, doubling from $78.6 million at December 3012, and includes $54.1 million from BANKshares.n@oercial lending activities &
directed principally towards businesses whose denfan funds are within the Company’s lending limitsich as small- to mediusizec
professional firms, retail and wholesale outlets] &ght industrial and manufacturing concerns.Shasinesses are smaller and subject t
risks of lending to small to medium sized businsssecluding, but not limited to, the effects odawnturn in the local economy, poss
business failure, and insufficient cash flows.

The Company also provides consumer loans (inclutlisillment loans, loans for automobiles, boats, ather personal, family and housel
purposes) which increased $8.2 million or 18.3 getgear over year and totaled $52.9 million (ver8d4.7 million a year ago). In additi
real estate construction loans to individuals settuny residential properties totaled $18.2 millimersus $21.3 million a year ago),
residential lot loans to individuals which totalgths.5 million (versus $12.9 million a year ago).

At December 31, 2014, the Company had commitmentsake loans of $238.1 million, compared to $13Billion at December 31, 2013 ¢
$118.9 million at December 31, 2012 (see “Note@ntingent Liabilities and Commitments with Off-Bate Sheet Risk” to the Compasy’
consolidated financial statements).

Loan Concentrations

Over the past five years, the Company has beenipgran aggressive program to reduce exposureatotigpes that have been most impa
by stressed market conditions in order to achiewet levels of credit loss volatility. The progranctluded aggressive collection efforts, |
sales and early stage loss mitigation strategiegsied on the Comparsylargest loans. Successful execution of this pmoghas significant
reduced our exposure to larger balance loan rektips (including multiple loans to a single boresver borrower group). Commercial lc
relationships greater than $10 million were reduae&109.6 million to $95.9 million at December 2014, compared with year-end 2009.

December 31 2014 2013 2012 2011 2010 2009
Performing $ 95,89: $ 64,22: $ 77,327 $ 84,61( $ 112,46¢ $ 145,79
Performing TDR* 0 0 10,431 25,49 28,28¢ 31,15:
Nonaccrua 0 0 0 0 20,91: 28,52t
Total $ 95,89: $ 64,22 $ 87,75 $ 110,10c $ 161,66(f $ 205,47:

Top 10 Customer Loa
Relationships $ 11463 $ 104,14! $ 11550¢ $ 128,73¢ $ 151500 $ 173,16:

*TDR = Troubled debt restructures

Commercial loan relationships greater than $10ionilas a percent of tier 1 capital and the alloveafur loan losses totaled 29.7 percel
December 31, 2014, compared with 27.9 percentatged 2013, 37.5 percent at year-end 2012, 45&peat yeaend 2011, 66.5 percent
yearend 2010, and 85.9 percent at the end of 2009.

Concentrations in total construction and develognimens and total commercial real estate (CRE)ddzave also been substantially redu

As shown in the table below, under regulatory gn@#afor construction and land development and comiaeeal estate loan concentration
a percentage of total risk based capital, Seadtsstnal’s loan portfolio in these categories (afired in the guidance) have improved.
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December 31 2014 2013 2012 2011 2010 2009
Construction and land development loans to

risk based capitt 31% 3% 28% 22% 3% 81%
CRE loans to total risk based cap 197% 172% 164% 174% 21&% 274%
Deposits

The Companys balance sheet continues to be primarily coreddn@he Company continues to utilize a focusedlratal commercial depo:
growth strategy that has successfully generategl @eposit relationships and increased servicebqesehold.

Total deposits increased $610,489,000 or 33.8 perte $2,416,534,000 at December 31, 2014 compt@areshe year earlier, and increa
$47,084,000, or 2.7 percent, to $1,806,045,000ezteber 31, 2013 when compared to December 31, ZBE2acquisition of BANKshar
contributed approximately $516.3 million in totabpbsits. The acquisition of BANKshares increases wumber of households
approximately 13 percent, further strengthening @ustomer base. Declining single service time dépawer the past two years have
more than offset by increasing low cost or no cegtosits.

Effects of Inflation and Changing Prices

The condensed consolidated financial statementsedatéd financial data presented herein have pesared in accordance with U.S. GA
which require the measurement of financial positord operating results in terms of historical dsllavithout considering changes in
relative purchasing power of money, over time, thumflation.

Unlike most industrial companies, virtually all ihfe assets and liabilities of a financial instibatiare monetary in nature. As a result, int
rates have a more significant impact on a finaniiatitution’s performance than the general level of inflatiblowever, inflation affec
financial institutions by increasing their costgfods and services purchased, as well as the teslasies and benefits, occupancy expe
and similar items. Inflation and related increagemterest rates generally decrease the markeevaf investments and loans held and
adversely affect liquidity, earnings, and sharebtequity. Mortgage originations andfieancings tend to slow as interest rates increase
higher interest rates likely will reduce the Comyarearnings from such activities and the income ftioensale of residential mortgage loar
the secondary market.

Securities

Information related to yields, maturities, carrywejues and unrealized gains (losses) of the Coyparcurities is set forth in Tables 15-17.
At December 31, 2014, the Company had no tradicgries, $741,375,000 in securities available dale (representing 78.1 percent of
total portfolio), with the remainder of $207,90400th securities held for investment (representiig92percent of the total portfolio). T
Company's total securities portfolio increased $30fillion or 48.0 percent from December 31, 20d3marily as a result of efforts to inv:

excess liquidity and shotérm borrowings, and the addition of securitiesrfrthe merger with BANKshares. During 2013, the sided
portfolio decreased $15.3 million or 2.3 percentfrDecember 31, 2012, primarily as a result of opd loan growth.
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As part of the Company’ interest rate risk management process, an avetaggion for the securities portfolio is targetéd.addition
securities are acquired which return principal rhbnthat can be reinvested.

The effective duration of the investment portfadioDecember 31, 2014 was 3.2 years, compared tpedi® at December 31, 2013. During
third and fourth quarters of 2014, average investrsecurities increased $234.9 million, or $149ilion excluding securities acquired frc
the BANKshares acquisition. Funding for this ingean investments was derived from liquidity, btebacy and that acquired in the mer
and an increase in seasonal funding from our caseomer deposit base. Investments added durinthittieand fourth quarters were prima
uncapped, floating rate, senior collateralized lohligations (CLO) securities with average yieltistatic LIBOR ranging from 1.40% to 3.3l
and credit support ranging from 17 to 36%. Duratimreased in 2013 due to a steeper yield cunietagest rates increased approximatel
to 100 basis points for 5- and 10-year maturitieend) 2013. The Company’investments do not extend beyond an averageiaturat 4.¢
years if interest rates were to increase 300 hasigts in the future. Management believes the &ffecaverage duration of the portfolio v
remain in the 3.0 to 3.5 years over 2015 if thédyeeirve remains unchanged.

Cash and due from banks and interest bearing dsfesigregated) totaled $100,539,000 at Decemhe2(®H, compared to $191,624,00
December 31, 2013. The Company maintained addltianadity during the uncertain environment andshailized proceeds held in cash
cash equivalents to increase loans and investrasritee economy has improved.

At December 31, 2014, available for sale securttigg gross losses of $9,403,000 and gross gai$i4,888,000, compared to gross losse¢
$20,003,000 and gross gains of $3,156,000 at DeeeBih 2013. All of the securities with unrealiZzedses are reviewed for other-than
temporary impairment at least quarterly. As a ftesithese reviews it was determined that the Uimedlosses were not other than tempor
impaired and the Company has the intent and albditgtain these securities until recovery overgbeods presented (see additional discu:
under “Critical Accounting Estimates-Fair Value &dther than Temporary Impairment of Securities €ifaes] as Available for Sale”).

Company management considers the overall qualitthefsecurities portfolio to be high. The Compamag Imo exposure to securities v
subprime collateral. The Company holds no interiestsust preferred securities.

Fourth Quarter Review

For fourth quarter 2014, a net loss of $(1,517,a80($0.05) per average common diluted share waarted, compared to net income for
third, second and first quarter of 2014 of $2,906,@r $0.12 per average common diluted share, 81000 or $0.07 per average comr
diluted share, and $2,299,000 or $0.09 per averagenon diluted share, respectively. In comparis@t,income in 2013’ fourth quarter w
$588,000 or $0.03 per average common diluted sHédre.most significant factor impacting the fourtiagter 2014s net income was mu
higher noninterest expenses.

Noninterest expenses increased by $14.1 milliosugethird quarter 20.s result, and were $15.4 million higher when coragao the fourt
quarter of 2013. Impacting the fourth quarter o1£200ur acquisition of BANKshares (with 12 figérvice offices) expanded our presenc
central Florida, particularly the greater Orlandarket. Merger related charges in the fourth quaciied approximately $2.7 million and w
primarily related to core system conversion castétware and other contract termination charged,iavestment banking fees. Also accrue
long term stock compensation expense related tmproved outlook and other incentive costs reldtebetter than expected production ac
incremental $1.2 million to expenses in the fougtharter. As expected, otiene charges were incurred in the fourth quarte2@14 fo
approximately $4.3 million, were related to annathbranch closings. Severance totaled $0.5 mifborthe fourth quarter, versus no payt
a year ago. In addition, during the fourth quaet4, we invested approximately $0.7 million in keing and other expenditures to refi
and reintroduce our brand, including retooling lmgo and associated signage throughout our braatkonk and digital platforms. All cos
for this logo change and additional branding weiired in the fourth quarter of 2014. All of tHeome added a total of $9.4 to fourth que
noninterest expense which will not be incurrecdhia first quarter of 2015.
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On October 1, 2014, the BANKshares acquisition oated $516.3 million in deposits and $365.4 roilliin loans to our balance sheet,
significantly boosted net interest margin in thartb quarter of 2014. Our net interest margin &63percent increased 39 basis points di
the fourth quarter of 2014 from the third quarté2614, and was 48 basis points higher when condp@rdourth quarter 2018'result. Th
deployment of liquidity and organic balance sheetwgh into investment securities contributed to ti@rgin improvement in the fourth qua
of 2014 (see “Securities”.oan demand was better during 2014 compared to,20iByear over year we expect loan growth willtcare tc
build in 2015. The Company also benefited from lpovetes paid for interest bearing liabilities doghe Federal Resengeteduction in intere
rates, as well as, an improved mix of deposits. dVerage cost of deposits was 1 basis point loarethie fourth quarter of 2014 compare:
the third quarter of 2014, and 3 basis points loegnpared to the fourth quarter of 2013. Duringftheth quarter, noninterest bearing den
deposits increased to 30.0 percent of total depasimpared with 28.9 percent for the third qua2@4 and 25.7 for fourth quarter 2013.

Noninterest income (excluding securities gains) tatled $7.1 million for the fourth quarter of 20 compared to $6.1 million for the th
quarter of 2014, $5.9 million for the second quace2014, $5.6 million for the first quarter of 20, and $6.0 million for the fourth quarte:
2013. During the fourth quarter 2014, noninteresbime (excluding security gains, net) increasef #fillion from third quarter 2014 and $.
million from fourth quarter 2013. The increaseslude a full quarter effect of fees generated frofNBshares. Bank owned life insura
(“BOLI") investments were transferred to Seacoast as & médhie acquisition, and were added to policieedly acquired by the Compe
during the fourth quarter of 2014. Also increasfog fourth quarter 2014 (compared to fourth quaeeyear ago) were service charge:
deposits (up $0.4 million), marine finance fees @2 million), and interchange income (up $0.2lionl). Charges and fees derived fi
customer relationships increased as a result oérmocounts and households as a result of our detpdsit growth strategy and the acquisi
and will result in higher noninterest income in 301

A provision for loan losses of $0.1 million was eeded in the fourth quarter of 2014. Overall, aaggare of provisioning was recorded
2014, as credit quality has improved, compared®32 For the fourth quarter of 2014, net chaoffe-totaled $0.6 million, lower by $C
million compared to the fourth quarter of 2013. Whhe allowance for loan losses to portfolio loaugstanding ratio at December 31, 2
was lower, 1.14 percent compared to 1.54 percgebaearlier, the coverage ratio (the allowancddan losses to nonaccrual loans) was
percent at December 31, 2014 compared to 72.5 meat®ecember 31, 2013, reflecting the improvenetedit quality.

Internal Controls

The Company's management, including the Chief Bkex®fficer and Chief Financial Officer with thesistance of outside consultants,
conducted an assessment of the effectiveness @dhgany's internal control over financial repayties of December 31, 2014 based ot
criteria established imternal Control - Integrated Framework (2018sued by the Committee of Sponsoring Organizatafrtsie Treadwa
Commission. Based on its assessment, managememohakided as of December 31, 2014, the Companigsnial control over financi
reporting was effective.
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The board of directors, the audit committee of board and senior management of the Company conisidesential to assure the Comp
achieves effective and comprehensive internal otsmtiver every aspect of financial reporting.
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Table 1 - Condensed Income Statement*

Net interest incom
Provision (recapture) for loan loss
Noninterest incom
Securities gains, ni
Change in fair value of loan held for s
Other
Noninterest expens
Income (loss) before income tax
Provision (benefit) for income taxes including squivalent adjustment

Net income (loss

* As a Percent of Average Assets

100

2014 2013 2012
(Tax equivalent basis)

3.05% 2.9% 3.01%

(0.1 0.1¢ 0.51
0.0z 0.0z 0.3¢€
0.0C 0.0C (0.06)
1.0C 1.11 1.01
3.7€ 3.4: 3.8¢
0.4: 0.54 (0.02)
0.2C (1.89 0.01
0.22% 2.38% (0.09)%




Table 2 - Changes in Average Earning Assets

Securities
Taxable
Nontaxable
Federal funds sold and other investme
Loans, net
TOTAL

Increase/(Decrease Increase/(Decrease
2014 vs 2013 2013 vs 2012
(Dollars in thousands)
$ 80,95¢ 12.2% $ 63,88¢ 10.9%
3,03¢ 188.¢ (37)) (18.7)
(27,26€) (17.¢) (47,197 (23.¢)
180,30: 14.2 44,90¢ 3.7
$ 237,03( 112 $ 61,22¢ 3.C
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Table 3 - Rate/Volume Analysis (on a Tax EquivalenBasis)

EARNING ASSETS
Securities

Taxable

Nontaxable

Federal funds sold and other investme
Loans, net
TOTAL EARNING ASSETS

INTEREST BEARING LIABILITIES
NOW

Savings deposil

Money market accoun

Time deposits

Federal funds purchased and other short term bargs

Other borrowings

TOTAL INTEREST BEARING LIABILITIES

NET INTEREST INCOME

2014 vs 201: 2013 vs 201!
Due to Change in: Due to Change in:
Volume Rate Total Volume Rate Total
(Dollars in thousands)
Amount of increase (decrease

1,65:¢ 93¢ $ 2597 $ 1,39C $ (2,499 $ (1,109
20E 14 21¢ (23) 6 (17)
1,85¢ 953 2,811 1,367 (2,497 (1,125
(190 33¢ 14¢ (247) 162 (85)
8,00¢ (1,387) 6,62F 2,07¢ (3,342) (1,266)
9,67¢ (92 9,58¢ 3,19¢ (5,672 (2,47¢)
44 (47) ©) 42 (273) (23))
2C (8) 12 23 (77) (54)
27 45 72 ©) (452) (455)
(115) (294) (40¢9) (744) (1,27¢) (2,027)
(29 (304) (32¢) (682) (2,080 (2,762)
3C (29 11 29 (83) (54)
68 46 114 0 (105) (105)
74 (277) (203) (653) (2,26¢) (2,92))
9,60: 188 $ 9,781 $ 384¢ $ (3,409 $ 44k

(1) Changes attributable to rate/volume are all@zhto rate and volume on an equal basis.
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Table 4 - Changes in Average Interest Bearing Lialties

NOW

Savings deposil

Money market accoun

Time deposit:

Federal funds purchased and other short term borgs
Other borrowings

TOTAL

Increase/(Decrease
2014 vs 2013

Increase/(Decrease
2013 vs 2012

$ 53,60¢
37,75¢

29,09
(19,05

16,74

2,76(

$ 120,90
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(Dollars in thousands)

11.5% $ 35,60:
20.7 29,00:
8.6 (2,59))
(6.4) (88,107
10.€ 13,63(
2.7 0
78 % (12,45)

8.3%
19.C
(0.8)

(22.9)

0.
(0.)




Table 5 — Three Year Summary

Average Balances, Interest Income and Expenses, ¥ie and Rates (1)

2014 2013 2012
Average Yield/ Average Yield/ Average Yield/
Balance Interest Rate Balance Interest Rate Balance Interest Rate
(Dollars in thousands)
EARNING ASSETS
Securities
Taxable $ 73232 $  15,44¢ 211% $ 651,366 $  12,85¢ 197% $ 587,48. $ 13,96« 2.3t%
Nontaxable 4,64¢ 32% 6.9¢€ 1,60¢ 10t 6.5: 1,97¢ 122 6.1€
736,96¢ 15,77 2.14 652,97t 12,96: 1.9¢ 589,46: 14,08¢ 2.3¢
Federal funds sold and other
investment: 125,55( 1,017 0.81 152,81¢ 86¢ 0.57 200,00¢ 952 0.4¢
Loans, net (2 1,452,75. 63,78¢ 4.3¢ 1,272,44 57,16 4.4¢ 1,227,54. 58,42¢ 4.7¢
TOTAL EARNING ASSETS 2,315,26! 80,57¢ 3.4¢ 2,078,23! 70,99. 3.4z 2,017,01 73,46¢ 3.64
Allowance for loan losse (19,169 (21,137 (24,35)
Cash and due from ban 51,58: 36,42: 34,21t
Bank premises and equipme 37,97( 34,80¢ 34,50:
Bank owned life insuranc 6,154 0 0
Other intangible asse 2,19 1,104 1,88¢
Goodwill 6,64 0 0
Other asset 84,60¢ 57,31¢ 53,81(
$ 2,485,25! $ 2,186,75 $ 2,117,07!
INTEREST BEARING
LIABILITIES
NOW $ 520,28t 39¢ 0.08% $ 466,68 401 0.09% $ 431,07 632 0.15%
Savings deposit 219,79: 113 0.0t 182,03¢ 101 0.0¢ 153,03 15¢ 0.1C
Money market accoun 366,49( 352 0.1C 337,39! 28C 0.0¢ 339,98t 73t 0.2z
Time deposit: 277,34¢ 1,53¢ 0.5t 296,40: 1,94 0.6€ 384,50: 3,96¢ 1.0¢
Federal funds purchased and o
short term borrowing 171,96! 297 0.17 155,22: 28¢€ 0.1¢ 141,59. 34( 0.24
Other borrowings 106,37( 2,65¢€ 2.5C 103,61( 2,54 2.4t 103,61( 2,647 2.5¢€
TOTAL INTEREST BEARING
LIABILIITIES 1,662,25! 5,35t 0.3Z 1,541,34 5,557 0.3¢ 1,553,80! 8,47¢ 0.5¢
Demand deposit 556,00( 451,77t 388,68!
Other liabilities 10,137 10,32¢ 9,20¢
2,228,39 2,003,45: 1,951,69.
Shareholders' equity 256,86 183,30« 165,38:
$ 2,485,25! $ 2,186,75 $ 2,117,07!
Interest expense as % of earn
assets 0.2% 0.27% 0.42%
Net interest incomelyield c
earning assets $ 75,22 3.25% $ 6543 3.15% $ 64,99 3.22%

(1) The tax equivalent adjustment is based on a &B%ate.
(2) Nonperforming loans are included in averagendmalances. Fees on loans are included in intevadbans.
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Table 6 — Noninterest Income

Year Ended % Change
2014 2013 2012 14/13 13/12
(Dollars in thousands)

Service charges on deposit accol $ 6,95 $ 6,711 $ 6,24~ 3.6% 7.5%
Trust fees 2,98¢ 2,711 2,27¢ 10.1 19.C
Mortgage banking fee 3,057 4,17: 3,71( (26.7) 12.t
Brokerage commissions and fe 1,61¢ 1,631 1,071 (1.0 52.:
Marine finance fee 1,32( 1,18¢ 1,111 11.C 7.C
Interchange incom 5,972 5,40¢ 4,501 10.t 20.1
Other deposit based EFT fe 343 342 33€ 0.2 1.8
BOLI Income 252 0 0 n/m n/m
Other 2,24t 2,15¢ 2,191 4.2 (1.5)

24,74« 24,31¢ 21,44« 1.7 13.4
Loss on sale of commercial lo. 0 0 (1,239 n/m n/m
Securities gains, net 46¢ 41¢ 7,61¢ 11.€ (94.5)
TOTAL $ 2521 $ 24,73t $ 27,82t 1.¢ (11.7)

n/m = not meaningful
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Table 7 - NonlInterest Expense

Salaries and wagt

Employee benefit

Outsourced data processing cc

Telephone / data line

Occupancy

Furniture and equipme

Marketing

Legal and professional fe

FDIC assessmen

Amortization of intangible:

Asset dispositions expen

Branch closures and new brandir

Net loss on other real estate ow!
and repossessed as:

Other

TOTAL

* n/m = not meaningful

Year Ended % Change
2014 2013 2012 14/13 13/12
(Dollars in thousands)
$ 3513 % 31,00¢ $ 29,93t 13.2% 3.6%
8,77: 7,321 7,71( 19.7 (5.0
8,781 6,372 7,38: 37.¢ (13.7)
1,331 1,25¢ 1,17¢ 6.2 6.4
7,93( 7,17¢ 7,507 10.t (4.4
2,53t 2,33¢ 2,31¢ 8.€ 0.€
3,57¢ 2,33¢ 3,09t 52.¢ (24.9)
6,871 2,45¢ 5,241 179.t (53.])
1,66( 2,601 2,80¢ (36.2) (7.2
1,03: 78: 78¢ 31.¢ 0.6
48¢ 74C 1,45¢ (34.0) (49.2
4,95¢ 0 63¢ n/m (100.0)
31C 1,28¢ 3,461 (76.0) (62.¢)
9,98¢ 9,47: 9,02:¢ 5.4 5.C
$ 93,36t $ 75,15. $ 82,54¢ 24.2 (9.0
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Table 8 - Capital Resources

December 31
2014 2013 2012
(Dollars in thousands)

TIER 1 CAPITAL

Common stock (2 $ 3,30 % 2,36¢ $ 1,897
Preferred stoc 0 0 48,74¢
Warrant for purchase of common stc 0 0 0
Additional paid in capital (2 379,24¢ 277,29( 230,43t
Accumulated (deficit (65,000 (70,695 (118,61)
Treasury stocl (72) (11) (62
Qualifying trust preferred securiti 62,53¢ 52,00( 52,00(
Goodwill (25,309 0 0
Intangibles (4,479 (71¢) (1,507
Other (44,56 (49,79)) (1,068
TOTAL TIER 1 CAPITAL 305,66! 210,43 211,83¢
TIER 2 CAPITAL
Allowance for loan losses, as limited (1) 17,10( 16,87 15,58¢
TOTAL TIER 2 CAPITAL 17,10( 16,87" 15,58¢
TOTAL RISK-BASED CAPITAL $ 322,76! $ 227,310 $ 227,42t
Risk weighted assets $ 198629 $ 1,346,995 $ 1,240,59
Tier 1 risk based capital rat 15.3% 15.62% 17.0¢%
Total risk based capital rat 16.2¢ 16.8¢ 18.3:
Regulatory minimun 8.0C 8.0C 8.0C
Tier 1 capital to adjusted total ass 10.3:2 9.5¢ 10.0¢
Regulatory minimun 4.0C 4.0C 4.0C
Shareholders' equity to ass 10.11 8.7t 7.62
Average shareholders' equity to average total & 10.3¢ 8.3¢ 7.81

(1) Includes reserve for unfunded commitments &,$20 at December 31, 2014, 2013, and 2012.
(2) Year end 2012 adjusted to reflect 1 for 5 regestock split effective December 13, 2013.
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Table 9 - Loans Outstanding

Construction and land developm:
Residentia
Commercial

Individuals

Commercial real esta

Real estate mortgag
Residential real esta
Adjustable
Fixed rate
Home equity mortgage
Home equity lines

Commercial and financi:
Installment loans to individua
Automobiles and truck
Marine loans
Other

Other loans

TOTAL

December 31

2014 2013 2012 2011 2010
(In thousands)

16,15¢ $ 10,56¢ $ 9,90z $ 11,25¢  $ 14,02¢
37,19¢ 22,73 11,90% 11,33¢ 33,77
53,34¢ 33,29¢ 21,80¢ 22,59: 47,79¢
33,68 34,15! 38,921 26,59: 31,50¢
87,03¢ 67,45( 60,73¢ 49,18« 79,30¢
837,14 520,38 486,82t 508,35: 543,60:
441,23t 391,88! 361,00! 334,141 303,32
93,86¢ 91,10¢ 98,97¢ 96,95: 82,55¢
71,83¢ 62,04: 57,95¢ 60,25! 73,38:
79,95¢ 47,71( 51,39t 54,90! 57,73
686,89 592,74t 569,33: 546,24t 516,99:
157,39t 78,63¢ 61,90: 53,10¢ 48,82¢
7,817 6,607 7,761 8,73¢ 10,87«
26,23¢ 20,20¢ 18,44¢ 19,93 19,80¢
18,84 17,89¢ 20,72: 21,94: 20,92:
52,89’ 44,71 46,93( 50,61: 51,60:
512 28( 35: 57¢ 27¢
1,821,888 $ 130420 $ 1,226,08 $ 1,208,07 $  1,240,60
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Table 10 - Loan Maturity Distribution

In one year or les

After one year but within five year
Interest rates are floating or adjusta
Interest rates are fixe

In five years or more
Interest rates are floating or adjusta
Interest rates are fixed

TOTAL

109

December 31, 201.

Commercial and Construction and

Financial Land Developmen Total
(In thousands)
$ 66,84: $ 44,03 $ 110,87!
1,17¢ 20,89( 22,06¢
64,57( 10,43: 75,00:
2,09t 4,98¢ 7,08¢
22,70¢ 6,69/ 29,40:
$ 157,39t $ 87,03t $ 244,43.




Table 11 - Maturity of Certificates of Deposit of $00,000 or More

December 31

% of % of
2014 Total 2013 Total
(Dollars in thousands)
Maturity Group:
Under 3 Months $ 31,24« 20.9% $ 38,80t 31.6%
3 to 6 Months 31,91¢ 21.: 20,60 16.¢
6 to 12 Months 38,84( 25.¢ 24,67( 20.1
Over 12 Months 47,841 31.€ 38,66 31.t
TOTAL $ 149,84: 100.(% $ 122,74t 100.(%
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Table 12 - Summary of Loan Loss Experience

Year Ended December 3:

201¢ 201z 201z 2011 201(C
(Dollars in thousands)
Beginning balanc $ 20,068 $ 221060 $ 25568 $ 37,74« $ 45,19
Provision (recapture) for loan loss (3,48¢) 3,18¢ 10,79¢ 1,97¢ 31,68(
Charge offs
Construction and land developm: 64C 604 612 4,73¢ 18,13¢
Commercial real esta 39¢ 2,71¢ 8,53¢ 3,66: 11,16:
Residential real esta 1,12¢ 3,15: 8,381 7,48 10,791
Commercial and financit 39¢ 60 34¢€ 0] 75¢
Consume 19: 253 41C 562 775
TOTAL CHARGE OFFS< 2,75k 6,78 18,28¢ 16,44¢ 41,62¢
Recoveries
Construction and land developm: 41F 212 341 1,05: 48:
Commercial real esta 1,68: 547 2,702 354 517
Residential real esta 90z 44¢ 73¢ 51z 861
Commercial and financit 17¢ 32¢ 12¢ 301 424
Consumer 74 26 121 72 21%
TOTAL RECOVERIES 3,244 1,56( 4,031 2,29: 2,50(
Net loan charge offs (recoverie (489) 5,224 14,25 14,15! 39,12¢
ENDING BALANCE $ 17,070 $ 2006¢ $ 2210¢ $ 2556: $ 37,74
Loans outstanding at end of ye: $1,821,88 $ 1,304,200 $ 1,226,08: $ 1,208,07- $ 1,240,60:
Ratio of allowance for loan losses to loans outiitagnat end of

year 0.94% 1.5/% 1.8(% 2.12% 3.04%
Ratio of allowance for loan losses to loans outiita;

(excluding purchased loans) at end of pe 1.140% N/A N/A N/A N/A
Daily average loans outstandin $ 1,452,75  $ 1,272,44 $ 1,227,54: $ 1,216,22. $ 1,327,11.
Ratio of net charge offs (recoveries) to averag@aso

outstanding (0.09)% 0.41% 1.16% 1.1€6% 2.95%

* Net of unearned income.
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Table 13 - Allowance for Loan Losses

(Dollars in thousands)

ALLOCATION BY LOAN TYPE
Construction and land developm:e
Commercial real estate loa
Residential real estate loa
Commercial and financial loal
Consumer loans.

TOTAL

YEAR END LOAN TYPES AS A PERCENT OF TOTAL
LOANS

Construction and land developm:e

Commercial real estate loa

Residential real estate loa

Commercial and financial loal

Consumer loans

TOTAL

December 31

2014 2013 2012 2011 2010

$ 765§ 80€ $ 1,13¢ % 1,88: ¢ 7,21¢

4,531 6,16( 8,84¢ 11,477 18,56

9,80z 11,65¢ 11,09( 10,96¢ 10,10:

1,17¢ 71C 46¢ 40z 48(

794 731 563 837 1,38t

$ 17,07: $ 20,066 $ 2210« $ 2556 $ 37,74
4.&% 5.2% 5.(% 4.1% 6.4%

46.C 39.¢ 39.7 42.1 43.¢

37.7 45.5 46.% 45.2 41.7

8.€ 6.C 5.C 4.4 S

2.8 3.4 3.€ 4.2 4.2
100.(% 100.(% 100.(% 100.(% 100.(%
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Table 14 - Nonperforming Assets

December 31

2014 2013 2012 2011 2010
(Dollars in thousands)

Nonaccrual loans (1) (2)

Construction and land developm: $ 1,96 % 1,302 $ 1,34 % 2,227 $  29,22¢
Commercial real estate loa 4,18¢ 5,111 17,23¢ 13,12( 19,10:
Residential real estate loa 14,79° 20,70¢ 22,09¢ 12,55t 14,81(
Commercial and financial loal 0 13 0 16 4,607
Consumer loans 191 541 28(C 60¢& 537
Total 21,14( 27,67 40,95¢ 28,52¢ 68,28
Other real estate ownec

Construction and land developm: 222 421 2,12¢ 10,87¢ 15,35¢
Commercial real estate loa 5,771 5,13¢ 6,30¢ 7,517 8,36¢
Residential real estate loans 1,46¢ 1,301 3,45¢ 2,55( 1,971
Total 7,462 6,86( 11,88" 20,94¢ 25,697
TOTAL NONPERFORMING ASSETS $ 28,60: $ 3453: $ 52,84: $ 4947: $ 93,98:

Amount of loans outstanding at end of year $ 1,821,88° $ 1,304,200 $ 1,226,08 $ 1,208,07. $ 1,240,60:

Ratio of total nonperforming assets to loans ontitey and

other real estate owned at end of pe 1.5¢% 2.63% 4.27% 4.02% 7.42%
Accruing loans past due 90 days or m $ 311 % 16C $ 1 3 0 $ 0
Loans restructured and in compliance with modifiuns (3) 24,997 25,13° 41,94¢ 71,61: 66,35(

(1) Interest income that could have been recorded gu2il4, 2013, and 2012 related to nonaccrual loaas $1,942,000, $964,000, a
$1,931,000, respectively, none of which was indudenterest income or net income. All nonaccrieains are securec

(2) Net of unearned incom

(3) Interest income that would have been recorded baseatiginal contractual terms was $1,496,000, 48,600, and $2,725,00
respectively, for 2014, 2013 and 2012. The amawitded in interest income under the modified teflon014, 2013, and 2012 was
$1,276,000, $1,074,000, and $2,036,000, respegti
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Table 15 - Securities Available For Sale

December 31

Amortized Fair Unrealized Unrealized
Cost Value Gains Losses
(In thousands)
U.S. Treasury securities and obligations of U.Svéoment
Sponsored Entitie
2014 $ 3,87¢ $ 3,89¢ $ 23 % 0]
2013 10C 10C 0 0
Mortgagebacked securities of U.S. Government Sponsoredi&s
2014 123,98: 125,05¢ 1,501 (423)
2013 129,46¢ 126,73! 1,45¢€ (4,189
Collateralized mortgage obligations of U.S. GoveenirfSponsored
Entities
2014 352,48 347,48 1,07t (6,077)
2013 383,39: 369,42: T7€ (24,749
Private mortgac-backed securitie
2014 29,96° 30,25¢ 291 0]
2013 29,80( 29,57+ 0] (226)
Private collateralized mortgage obligatic
2014 85,17¢ 85,13¢ 68¢ (728)
2013 76,52( 76,83¢ 731 (419)
Collateralized loan obligatior
2014 127,39 125,22! 0] (2,177)
2013 32,59. 32,17¢ 0] (419)
Obligations of state and political subdivisic
2014 23,51 24,31¢ 81C (3
2013 6,58¢ 6,764 19z (15
Total Securities Available For Se
2014 $ 746,39 $ 741,37' $ 4,38¢ $ (9,407
2013 $ 658,45¢( $ 641,61, $ 3,15¢ $ (20,007)
Table 16 - Securities Held For Investment (1)
December 31
Amortized Fair Unrealized Unrealized
Cost Value Gains Losses
(In thousands)
Mortgagebacked securities of U.S. Government Sponsoredi&s
2014 $ 67,53t $ 68,347 $ 81z $ 0
2013 0 0 0 0
Collateralized mortgage obligations of U.S. GoveeninSponsored
Entities
2014 114,54: 114,95¢ 69t (280)
2013 0 0 0 0
Collateralized loan obligatior
2014 25,82¢ 25,48 0 (349
2013 0 0 0] 0
Total Securities Held For Investme
2014 $ 207,90: $ 208,78¢ $ 1507 $ (629)
2013 $ 0 $ 0 $ 0 % 0




(1) Management changed its intent to hold certagusties available for sale during the second lgu&014 and those securities were
transferred to securities held for investment tovaimore flexibility in managing interest rate risk
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Table 17 - Maturity Distribution of Securities Available For Sale

December 31, 201.

Average
1 Year 1-5 5-10 After 10 Maturity
Or Less Years Years Years Total In Years
(Dollars in thousands)
AMORTIZED COST
U.S. Treasury securities and obligations of U
Government Sponsored Entiti $ 0 10C 3,77¢  $ 0 3,87¢ 8.01
Mortgage-backed securities of U.S. Governn
Sponsored Entitie 0 35,26¢ 65,72} 22,99( 123,98: 7.0C
Collateralized mortgage obligations of U.S.
Government Sponsored Entiti 9,881 197,73t 144,41 45% 352,48 4.41
Private mortgac-backed securitie 0 0 15,44 14,52 29,96 9.91
Private collateralized mortgage obligatic 19,61¢ 37,94 25,32¢ 2,28¢ 85,17 3.7¢
Collateralized loan obligatior 0 0 15,81: 111,58t 127,39° 5.6:
Obligations of state and political subdivisions 0 74z 4,65 18,11, 23,51 12.8¢4
Total Securities Available For Sale $ 29,49¢ 271,78 275,15 $ 169,95! 746,39( 5.3¢
FAIR VALUE
U.S. Treasury securities and obligations of U
Government Sponsored Entiti $ 0 10C 3,79¢ % 0 3,89¢
Mortgage-backed securities of U.S. Governn
Sponsored Entitie 0 35,62 66,03¢ 23,39% 125,05¢
Collateralized mortgage obligations of U.S.
Government Sponsored Entiti 9,891 196,28! 140,85: 454 347,48
Private mortgac-backed securitie 0 0 15,51 14,74, 30,25¢
Private collateralized mortgage obligatic 19,38¢ 37,90: 25,51° 2,331 85,13t
Collateralized loan obligatior 0 0 15,68" 109,53 125,22!
Obligations of state and political subdivisions 0 747 4,69: 18,87¢ 24,31¢
Total Securities Available For Sale $ 29,27¢ 270,65! 272,09t $ 169,34t 741,37
WEIGHTED AVERAGE YIELD (FTE)
U.S. Treasury securities and obligations of U
Government Sponsored Entiti 0.0(% 0.3¢% 8.1¢% 0.0(% 3.24%
Mortgage-backed securities of U.S. Governn
Sponsored Entitie 0.0(% 2.21% 2.41% 2.6(% 2.41%
Collateralized mortgage obligations of U.S.
Government Sponsored Entiti 1.7% 2.08% 1.92% 3.65% 2.01%
Private mortgac-backed securitie 0.0(% 0.0(% 1.6€% 1.28% 1.48%
Private collateralized mortgage obligatic 2.5€% 2.5¢% 2.54% 2.8&% 2.57%
Collateralized loan obligatior 0.0(% 0.0(% 1.92% 2.1% 2.1%%
Obligations of state and political subdivisic 0.0(% 6.61% 2.68% 4.31% 4.1%
Total Securities Available For Se 2.2%% 2.2(% 2.1(% 2.2% 2.1&%
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Table 18 - Maturity Distribution of Securities Held for Investment

December 31, 201.

Average
1 Year 1-5 5-10 After 10 Maturity
Or Less Years Years Years Total In Years
(Dollars in thousands)
AMORTIZED COST
Mortgage-backed securities of U.S. Governn
Sponsored Entitie $ 0 $ 37,13. 19,09¢ $  11,30¢ 67,53 5.2¢
Collateralized mortgage obligations of U.S.
Government Sponsored Entiti 2,721 57,56: 41,68. 12,57¢ 114,54: 5.0t
Collateralized loan obligations 0 4.83¢ 20,99( 0 25,82¢ 5.31
Total Securities Available For Sale $ 2721 $ 99,53 81,76¢ $ 23,88 207,90« 5.1€
FAIR VALUE
Mortgage-backed securities of U.S. Governn
Sponsored Entitie $ 0 $ 37,43 19,41t $ 11,50 68,34°
Collateralized mortgage obligations of U.S.
Government Sponsored Entiti 2,74¢ 57,44. 42,08: 12,68 114,95¢
Collateralized loan obligations 0 4,80¢ 20,67" 0 25,48¢
Total Securities Available For Sale $ 274¢ $ 99,68 82,17" $  24,18¢ 208,78t
WEIGHTED AVERAGE YIELD (FTE)
Mortgage-backed securities of U.S. Governn
Sponsored Entitie 0.0(% 2.3t% 2.0¢% 1.9€% 2.22%
Collateralized mortgage obligations of U.S.
Government Sponsored Entiti 2.51% 1.7¢% 2.41% 3.05% 2.1€%
Collateralized loan obligatior 0.0(% 2.98% 3.05% 0.0(% 3.04%
Total Securities Available For Se 2.51% 2.05% 2.5(% 2.5% 2.2%
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Table 19 - Interest Rate Sensitivity Analysis (1)

Federal funds sold and interest bearing dep
Securities (2

Loans, net (3)

Earning assel

Savings deposits (

Time deposit:

Borrowings

Interest bearing liabilities

Interest sensitivity gap

Cumulative gap

Cumulative gap to total earning assets
Earning assets to interest bearing liabilities

December 31, 201.

0-3 4-12 1-5 Over
Months Months Years 5 Years Total
(Dollars in thousands)
$ 36,12¢ $ 0o 3 (O 0 3 36,12¢
342,00 109,86¢ 312,20! 190,21¢ 954,29:
480,23¢ 301,54: 901,25 129,78t 1,812,82
858,37( 411,41 1,213,45 320,00t 2,803,24!
1,367,26: 0 0 0 1,367,26:
69,13 156,25 97,53« 1,11C 324,03:
298,22: 0 50,00( 0 348,22:
1,734,62. 156,25 147,53 1,11( 2,039,51!
$ (876,25) $ 25515 $ 1,06592 $ 318,89« $ 763,72
$ (876,25) $ (621,099 $ 44483( $ 763,72t
(31.9 (22.2) 15.¢ 27.2
49.F 263.c 822.t n/m

(1) The repricing dates may differ from maturitytetafor certain assets due to prepayment assungption

(2) Securities are stated at amortized cost.
(3) Excludes nonaccrual loans.

(4) This category is comprised of NOW, savingsrandey market deposits. If NOW and savings depsitding $917,091) were deemed
repriceable in "4-12 months", the interest sengitigap and cumulative gap would be $40,840 or 1@%tal earning assets and an
earning assets to interest bearing liabilities fbe 0-3 months category of 105.0%.

n/m = not meaningful
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Stock Performance Graph

The line graph below compares the cumulative tstiatkholder return on Seacoast common stock fofitkeyears ended December 31, 2
with the cumulative total return of the NASDAQ Coosjte Index and the SNL Southeast Bank Index fersime period. The graph and t
assume that $100 was invested on December 31, @d@9ast day of trading for the year ended Decen3ie 2009) in each of Seacc
common stock, the NASDAQ Composite Index and thé Sidutheast Bank Index. The cumulative total retepresents the change in st
price and the amount of dividends received ovep#réod, assuming all dividends were reinvested.

Comparison of FiveYear Cumulative Return for Seacoast Common Stockhe NASDAQ Composite Index and the SNL Southeast B&
Index

Total Return Performance

250
225 —+— Spacoast Banking Corporation of Florida
200 —8— MNASDAQ Composite

175 —ir— SML Southeast Bank

150
125

100 /‘x

75

Index Value

50

25
12/31/09 12/3110 1213111 1213112 12/3113 12/3114

Period Ending
I ndex 12/31/09 12/31/10 12/31/11 12/31/12 12/31/13 12/31/14
Seacoast Banking Corporation of Flor 100.0( 89.51 93.2¢ 98.7i 149.6¢ 168.7:
NASDAQ Composite 100.0( 118.1¢ 117.2% 138.0: 193.47 222.1¢
SNL Southeast Ban 100.0( 97.1( 56.81 94.37 127.8¢ 144.0:

Source : SNL Financial LC, Charlottesville, VA
© 2015
www.snl.com
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SELECTED QUARTERLY INFORMATION
QUARTERLY CONSOLIDATED INCOME (LOSS) STATEMENTS (UN AUDITED)

2014 Quarters 2013 Quarters

119

Fourth Third Second First Fourth Third Second First
(Dollars in thousands, except per share data)
Net interest income
Interest incom $ 26,27: $ 18,49 $ 17,98 $ 17,51 $ 17,61¢ $ 18,177 $ 1751! $ 17,45
Interest expense 1,53¢ 1,26: 1,262 1,291 1,33¢ 1,362 1,39¢ 1,457
Net interest incom 24,73 17,22¢ 16,72t 16,22: 16,27" 16,81: 16,11« 16,00(
Provision (recapture) for loan losses 11€ (1,425 (1,449 (735) 49C 1,18( 56¢ 95:
Net interest income after provision 1
loan losse: 24,61t 18,65 18,16¢ 16,95¢ 15,78: 15,63¢ 15,54¢ 15,04"
Noninterest income
Service charges on deposit accol 2,20¢ 1,75:% 1,48¢ 1,507 1,77¢ 1,741 1,641 1,551
Trust fees 79t 817 702 671 692 667 67t 67€
Mortgage banking fee 71€ 82t 85E 661 72¢ 1,07t 1,25¢ 1,114
Brokerage commissions and fe 417 40¢ 41C 37¢ 461 38¢ 362 42~
Marine finance fee 44t 281 34C 254 21t 282 41¢ 272
Interchange incom 1,60: 1,452 1,51¢ 1,402 1,394 1,35¢ 1,38¢ 1,26¢
Other deposit based EFT fe 92 70 83 98 80 77 87 98
BOLI Income 252 0] 0 0 0 0 0 0
Other income 612 542 507 58E 617 502 507 531
Securities gains, net 10¢€ 344 0 17 0 28C 114 25
Total noninterest incom 7,24¢ 6,49: 5,89¢ 5,57¢ 5,96¢ 6,367 6,44¢ 5,95¢
Noninterest expense
Salaries and wage 11,67¢ 8,06¢ 7,76¢ 7,62¢ 8,071 7,557 7,90z 7,47(
Employee benefit 2,461 2,04¢ 2,081 2,182 1,56¢ 1,718 1,82: 2,22:
Outsourced data processing cc 3,50¢ 1,76¢ 1,811 1,69¢ 1,58¢ 1,65 1,631 1,49¢
Telephone / data line 41¢ 313 30€ 29¢ 32t 31¢ 32t 28t
Occupancy 2,32t 1,87¢ 1,88¢ 1,83¢ 1,82¢ 1,82¢ 1,77¢ 1,75¢
Furniture and equipmel 732 62¢ 604 571 597 60= 571 561
Marketing 1,16: 92t 67t 813 74¢ 45€ 68t 44¢
Legal and professional fe 2,55¢ 1,102 2,27 941 48¢ 874 29¢ 79€
FDIC assessmen 47¢ 387 411 38¢€ 451 713 72C 717
Amortization of intangible: 44¢ 19t 19€ 19¢€ 19¢€ 19t 197 19t
Asset dispositions expen 10z 13¢ 11¢€ 12¢ 18C 15¢ 111 29C
Branch closures and new brand 4,95¢ 0 0 0 0 0 0 0
Net loss on other real estate owne
and repossessed ass 9 15€ 92 53 0 22¢ 49: 567
Other 3,24: 2,28 2,461 2,06% 2,60 2,20 2,51: 2,15:
Total noninterest expenses 34,01 19,88¢ 20,68:¢ 18,78: 18,64¢ 18,50: 19,04 18,95¢
Income (loss) before income tax (2,147%) 5,257 3,38¢ 3,74¢ 3,107 3,49¢ 2,95¢ 2,04«
Provision (benefit) for income taxes (630) 2,261 1,46¢ 1,44¢ 1,25 (41,64 0 0
Net income (loss (1,51%) 2,99¢ 1,91¢ 2,29¢ 1,85( 45,14 2,95¢ 2,04«
Preferred stock dividends and accret
on preferred stock discount 0 0 0 0 1,262 937 937 937
Net income (loss) available
shareholders $ (15190 $ 299 $ 191¢ $ 229 $ 58 $ 4420« $ 2,017 $ 1,107
PER COMMON SHARE DATA
Net income (loss) dilute $ (009 $ 01z $ 007 $ 00 $ 002 $ 231 $ 011 $ 0.0¢
Net income (loss) bas (0.05) 0.12 0.07 0.0¢ 0.0z 2.3t 0.11 0.0¢
Cash dividends declare
Common stocl 0.0c 0.0cC 0.0C 0.0C 0.0c 0.0c 0.0cC 0.0C
Market price common stoc
Low close 10.8( 10.0: 10.0¢ 10.5¢ 10.1( 10.2( 9.0t 8.0¢
High close 14.2¢ 11.27 11.2¢ 12.5] 12.4( 12.1¢ 11.0( 11.1¢(
Bid price at end of perio 13.7¢ 10.9: 10.81 11.0C 12.2( 10.8¢ 11.0( 10.4¢




FINANCIAL HIGHLIGHTS

(Dollars in thousands, except per share ¢ 2014 201z 2012 2011 201(

FOR THE YEAR
Net interest incom $ 74900 $ 6520¢ $ 6480¢ $ 66,83 $ 66,21
Provision (recapture) for loan loss (3,486¢) 3,18¢ 10,79¢ 1,97¢ 31,68(

Noninterest income

Other 24,74« 24,31¢ 21,44. 18,34¢ 18,13
Loss on sale of commercial lo. 0 0 (1,239 0 0
Securities gains, n 46¢ 41¢ 7,61¢ 1,22( 3,68
Noninterest expenst 93,36¢ 75,15: 82,54¢ 77,76 89,55¢
Income (loss) before income tax 10,24( 11,60 (710 6,66 (33,2079
Provision (benefit) for income tax 4,54¢ (40,385 0 0 0
Net income (loss 5,69¢ 51,98¢ (710 6,667 (33,209

Per Share Dat

Net income (loss) available to common shareholc

Diluted 0.21 2.44 (0.29 0.1€ 241

Basic 0.21 2.4¢ (0.29 0.1¢€ 2.41
Cash dividends declar¢ 0.0C 0.0C 0.0C 0.0C 0.0C
Book value per share comm 9.44 8.4C 6.1€ 6.4€ 6.4z
Dividends to net incom 0.C% 0.C% 0.C% 0.C% 0.C%

AT YEAR END

Assets $3,093,33! $2,268,94 $2,173,92' $2,137,37! $2,016,38
Securities 949,27¢ 641,61: 656,86¢ 668,33¢ 462,00:
Net loans 1,804,81. 1,284,13' 1,203,97  1,182,50' 1,202,86-
Deposits 2,416,53. 1,806,04! 1,758,96. 1,718,74. 1,637,22
Shareholders' equil 312,65: 198,60« 165,54t 170,07 166,29¢

Performance ratio

Return on average ass 0.25% 2.3t% (0.09% 0.32% (1.60%

Return on average equi 2.57 28.3¢ (0.43) 4.0 (29.30)
Net interest margin? 3.2¢ 3.1¢ 3.2¢ 3.4z 3.37
Average equity to average ass 10.3¢ 8.3¢ 7.81 8.01 8.27

1. Not meaningful
2. On a fully taxable equivalent ba:
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Board of Directors and Shareholders
Seacoast Banking Corporation of Florida
Stuart, Florida

We have audited the accompanying consolidated balaheet of Seacoast Banking Corporation of Floaglaf December 31, 2014, and
related consolidated statements of income, comps#ie income (loss), cash flows, and shareholdsgsity for the year ended December
2014. We also have audited the Comparngternal control over financial reporting as afd@mber 31, 2014, based on criteria establishdu
2013 Internal Control 4ntegrated Framework issued by the Committee onSpong Organizations of the Treadway Commissio®%0)
The Companys management is responsible for these financi@mints, for maintaining effective internal contwekr financial reporting, a
for its assessment of the effectiveness of intecaaltrol over financial reporting, included in Massnents report on internal control o\
financial reporting contained in Item 9A. of thecampanying Form 16 Our responsibility is to express an opinion dwese financi
statements and an opinion on the Company’s intewarol over financial reporting based on our audi

We conducted our audits in accordance with thedstats of the Public Company Accounting OversightuBiogUnited States). Those stand.
require that we plan and perform the audit to ebta@asonable assurance about whether the finaptaggments are free of mate
misstatement and whether effective internal cortkar financial reporting was maintained in all exal respects. Our audit of the finan
statements included examining, on a test basisleage supporting the amounts and disclosures irfitla@cial statements, assessing
accounting principles used and significant estismatade by management, and evaluating the ovenalhfial statement presentation. Our ¢
of internal control over financial reporting inckdl obtaining an understanding of internal contk@rdinancial reporting, assessing the risk
a material weakness exists, and testing and ewuadutite design and operating effectiveness of iralecontrol based on the assessed risk
audit also included performing such other procesl@® we considered necessary in the circumstadedelieve that our audits provid
reasonable basis for our opinions.

A companys internal control over financial reporting is @@ess designed to provide reasonable assuranaeliregthe reliability of financie
reporting and the preparation of financial statetmdor external purposes in accordance with gelyemicepted accounting principles
companys internal control over financial reporting inclediose policies and procedures that (1) pertatheéanaintenance of records tha
reasonable detail, accurately and fairly refleet ttansactions and dispositions of the assetseottimpany; (2) provide reasonable assui
that transactions are recorded as necessary toitpgraparation of financial statements in accor@amdgth generally accepted accoun
principles, and that receipts and expenditureshef dompany are being made only in accordance withosizations of management :
directors of the company; and (3) provide reasanasisurance regarding prevention or timely deteatibauthorized acquisition, use,
disposition of the company’s assets that could lzaneterial effect on the financial statements.
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Because of its inherent limitations, internal cohwver financial reporting may not prevent or @ttmisstatements. Also, projections of
evaluation of effectiveness to future periods agexct to the risk that controls may become inadégjbecause of changes in conditions, ol
the degree of compliance with the policies or pdoces may deteriorate.

As permitted, the Company has excluded the op&mtié BANKshares, Inc. acquired during 2014, whgtescribed in Note T of the
consolidated financial statements, from the scdpramagement’s report on internal control overriicial reporting. As such, it has also been
excluded from the scope of our audit of internaiton over financial reporting.

In our opinion, the consolidated financial statetaeeferred to above present fairly, in all materéspects, the financial position of Seac
Banking Corporation of Florida as of December 3114, and the results of its operations and its ¢asvs for the year ended December
2014 in conformity with accounting principles gesigr accepted in the United States of America. Alsoour opinion, the Compa
maintained, in all material respects, effectiveeinal control over financial reporting as of Decem®l1, 2014, based on criteria establishe
the 2013 Internal Control — Integrated Framewoskiésl by the Committee of Sponsoring OrganizatidtiseoTreadway Commission (COSO).

/sl Crowe Horwath LLF
Crowe Horwath LLF

Fort Lauderdale, Florida
March 16, 2015
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Report of Independent Registered Public Accountindrirm

The Board of Directors and Shareholders
Seacoast Banking Corporation of Florida:

We have audited the accompanying consolidated balaheet of Seacoast Banking Corporation of Flaitthsubsidiaries as of Decembel
2013, and the related consolidated statementofrie, comprehensive income (loss), cash flows shadeholderséquity for each of the ye
in the two-year period ended December 31, 2013s&lcensolidated financial statements are the redgbty of the Companys managemet
Our responsibility is to express an opinion on ¢hesnsolidated financial statements based on alitsau

We conducted our audits in accordance with thedstats of the Public Company Accounting OversighamBioUnited States). Those stand.
require that we plan and perform the audit to ebta@asonable assurance about whether the finaptaggments are free of mate
misstatement. An audit includes examining, on aliasis, evidence supporting the amounts and digidg in the financial statements. An @
also includes assessing the accounting princigled and significant estimates made by managenmemtelhas evaluating the overall finan
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, the consolidated financial stateteaeferred to above present fairly, in all materéspects, the financial position of Seac

Banking Corporation of Florida and subsidiarie®fBecember 31, 2013, and the results of theiratpmrs and their cash flows for each of
years in the tw-year period ended December 31, 2013, in conformitly U.S. generally accepted accounting principles

KPMes LLP

March 17, 2014
Miami, Florida
Certified Public Accountants
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SEACOAST BANKING CORPORATION OF FLORIDA AND SUBSIDI ARIES
CONSOLIDATED STATEMENTS OF INCOME

For the Year Ended December 31

2014

2013

2012

INTEREST INCOME
Interest on securitie

(Dollars in thousands, except share data)

Taxable $ 15,44¢ $ 12,85¢ $ 13,96+

Nontaxable 211 68 8C
Interest and fees on loa 63,58¢ 56,97 58,29(
Interest on federal funds sold and interest beateppsits 1,01 86¢& 95¢

Total interest incom 80,26: 70,76! 73,28’
INTEREST EXPENSE
Interest on savings depos 864 782 1,52z
Interest on time certificate 1,53¢ 1,94 3,96¢
Interest on short term borrowin 297 28¢€ 34C
Interest on subordinated de 1,05: 934 1,03t
Interest on other borrowings 1,60 1,60¢ 1,612

Total interest expense 5,35k 5,557 8,47¢
NET INTEREST INCOME 74,90° 65,20¢ 64,80¢
Provision (recapture) for loan losses (3,486 3,18¢ 10,79¢
NET INTEREST INCOME AFTER PROVISION FOR LOAN LOSSI 78,391 62,01¢ 54,01
NONINTEREST INCOME
Loss on sale of commercial lo. 0 0 (1,23%)
Securities gains, net (includes net gains (losse110), $149, and $6,632 in other

comprehensive income reclassifications for 2014.32@nd 2012 respectivel 46¢ 41¢ 7,61¢
Other 24,744 24,31¢ 21,44«

Total noninterest incom 25,21 24,73¢ 27,82t
NONINTEREST EXPENSE 93,36¢ 75,15: 82,54¢
INCOME (LOSS) BEFORE INCOME TAXE: 10,24( 11,60« (710
Income taxes (benefit) 4,544 (40,38%) 0
NET INCOME (LOSS) 5,69¢ 51,98¢ (710
Preferred stock dividends and accretion on predesteck discount 0 4,07: 3,74¢
NET INCOME (LOSS) AVAILABLE TO COMMON SHAREHOLDER! $ 569¢ $ 47,91¢ $ (4,45
SHARE DATA
Net income (loss) per share of common si

Diluted $ 021 $ 244 % (0.29)

Basic 0.21 2.4¢ (0.29)
Average common shares outstanc

Diluted 27,716,89 19,650,00 18,748,75

Basic 27,538,95 19,449,56 18,748,75

See notes to consolidated financial statements.

124




SEACOAST BANKING CORPORATION OF FLORIDA AND SUBSIDI ARIES
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LO SS)

For the Year Ended December 31
2014 2013 2012
(Dollars in thousands)

NET INCOME (LOSS) $ 569¢ $ 51,98¢ $ (710
Other comprehensive income (los
Unrealized gains (losses) on securities availaiiesdle 12,01: (22,537 3,22
Unrealized gains (losses) on transfer of securétieslable for sale (AFS) to held for

investment (HTM) and securities HTM to securitids$ (3,137 724 0
Reclassification adjustment for (gains) and losselsided in net incom 11C (149) (6,637)
Provision (benefit) for income taxes 3,46¢ (8,475 (1,315
Total other comprehensive income (loss) 5,517 (13,487 (2,090
COMPREHENSIVE INCOME (LOSS) $ 11,217 $ 38,507 $ (2,800
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SEACOAST BANKING CORPORATION OF FLORIDA AND SUBSIDI ARIES
CONSOLIDATED BALANCE SHEETS

December 31
2014 2013
(Dollars in thousands, excep
share data)

ASSETS
Cash and due from ban $ 64,41. $ 48,56
Interest bearing deposits with other banks 36,12¢ 143,06:
Total cash and cash equivale 100,53¢ 191,62:
Securities available for sale (at fair val 741,37" 641,61:
Securities held for investment (fair value $208,#82014) 207,90 0
Total securitie 949,27¢ 641,61:
Loans held for sal 12,07¢ 13,83:
Loans 1,821,88! 1,304,20
Less: Allowance for loan losses (17,07 (20,06¢)
Net loans 1,804,81. 1,284,13
Bank premises and equipment, 45,08¢ 34,50¢
Other real estate ownt 7,462 6,86(
Goodwill 25,30¢ 0]
Other intangible asse 7,45¢ 71¢
Banked owned life insurant 35,67¢ 0
Other assets 105,63! 95,65!
TOTAL ASSETS $ 3,093,333 $ 2,268,94
LIABILITIES
Demand deposits (noninterest beari $ 725,23t $ 464,00t
NOW 652,35: 540,28
Savings deposil 264,73t 192,49:
Money market accoun 450,17: 331,18
Other time deposit 173,24 154,74
Brokered time certificate 7,03¢ 9,77¢
Time certificates of $100,000 or more 143,75: 113,55
Total deposit: 2,416,53. 1,806,04!
Federal funds purchased and securities sold umpieement to repurchase, maturing within 30 ¢ 233,64( 151,31(
Borrowed funds 50,00( 50,00(
Subordinated det 64,58 53,61(
Other liabilities 15,927 9,371
2,780,68 2,070,33
Commitments and Contingencies (Notes K an
SHAREHOLDERS' EQUITY
Common stock, par value $0.10 per share authofi2¢@D0,000 shares, issued 33,143,202 and
outstanding 33,136,592 shares in 2014 and autltb6@®00,000 shares, issued 23,638,373 ar
outstanding 23,637,434 shares in 2! 3,30( 2,36¢
Additional paic-in capital 379,24¢ 277,291
Accumulated defici (65,000 (70,695
Less: Treasury stock (6,610 shares in 2014 andB88:s in 2013), at cost (71) (11)
317,47¢ 208,94
Accumulated other comprehensive income, net (4,827 (10,349
312,65: 198,60:
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY $ 3,093,33! $ 2,268,941

See notes to consolidated financial statements.
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SEACOAST BANKING CORPORATION OF FLORIDA AND SUBSIDI ARIES
CONSOLIDATED STATEMENT OF CASH FLOWS

CASH FLOWS FROM OPERATING ACTIVITIES
Interest receive

Fees and commissions recei\

Interest paic

Cash paid to suppliers and employ

Income taxes received (pai

Origination of loans designated held for s

Sale of loans designated held for ¢

Net change in other assi

Net cash provided (used) by operating activi

CASH FLOWS FROM INVESTING ACTIVITIES
Maturities of securities available for s:

Maturities of securities held for investme
Proceeds from sale of securities available for
Purchases of securities available for ¢
Purchases of securities held for investn

Net new loans and principal payme

Proceeds from sale of loa

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 FederahrReBank Stocl
Purchase of bank owned life insurat

Net cash from bank acquisitic

Additions to bank premises and equipment

Net cash (used) by investing activit

CASH FLOWS FROM FINANCING ACTIVITIES
Net increase in deposi
Net increase in federal funds purchased and repaechgreemen
Net change in borrowed funi
Issuance of common stock, net of related exp
Repurchase of stock warrants, including relatec:pgg
Stock based employee benefit pli
Redemption of preferred sto
Dividends paid on preferred shares

Net cash provided by financing activities

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

Cash and cash equivalents at end of year

For the Year Ended December 31

2014 2013 2012
(Dollars in thousands)

$ 78,56¢ $ 73,84¢ $ 78,11¢

24,68¢ 24,16¢ 20,81«
(4,508 (5,584 (9,009
(81,26%) (65,409 (71,016

(239) (157) 2
(188,95)) (208,999 (188,06

190,70t 231,18 167,92:
2,95¢ 79z (83%)
21,94¢ 49,85: (2,062

92,49¢ 155,62 133,65

16,13¢ 0 6,39t

21,527 67,33( 256,10:
(280,13) (230,119 (384,121
(65,340 0 (500
(154,777 (88,039 (54,63))

0 37¢ 0

4,06¢ 8,84: 18,36¢

2,42: 94z 29€
(6,425 (1,309 (142

(30,000 0 0

110,99t 0 0
(6,089) (2,817 (3,839)
(295,11) (89,159 (28,42)

93,44¢ 47,08t 40,22

63,85: 14,50} 551

0 0 0

24,637 46,97" 0
0 0 (81)

14z 19C 19¢

0 (50,000 0
0 (2,819 (2,500

182,08 55,94( 38,38¢

(91,089 16,63: 7,90¢

191,62: 174,98 167,08:

$ 100,53¢ $ 191,62: $ 174,98

See notes to consolidated financial statements.
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SEACOAST BANKING CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY

Retained Accumulated
Paid-in Earnings Other
Common Stock  Preferred Stock  Capital/  (Accumulated Treasury  Comprehensive

(Dollars and shares in thousands Shares Amount Shares Amount Warrants Deficit) Stock  Income (Loss), Ne  Total

BALANCE AT DECEMBER 31, 2011 18,937 1,89¢ 2 47,497 229,62 (114,15} (193 5,22¢ 170,07
Comprehensive los 0 0 0 0 0 (710 0 (2,090 (2,800
Cash dividends on preferred she 0 0 0 0 0 (2,500) 0 0 (2,500)
Stock based compensation expe 0 0 0 0 79€ 0 0 0 79¢€
Common stock issued for stock based employee higiafis 30 8 0 0 10C 0 (49) 0 54
Purchase of stock warra 0 0 0 0 (81) 0 0 0 (81)
Accretion on preferred stock discount 0 0 0 1,24¢ 0 (1,249 0 0 0
BALANCE AT DECEMBER 31, 2012 18,967 1,897 2 48,74¢  230,43¢ (118,61)) (62) 3,13t 165,54¢
Comprehensive incon 0 0 0 0 0 51,98¢ 0 (13,487 38,50°
Cash dividends on preferred she 0 0 0 0 0 (2,819 0 0 (2,819
Stock based compensation expe 0 0 0 0 24¢ 0 0 0 24¢
Common stock issued for stock based employee heefis 19 2 0 0 95 0 51 0 14¢
Issuance of common stock, net of related exp 4,652 465 0 0 46,51: 0 0 0 46,97t
Redemption of preferred sto 0 0 2 (50,000 0 0 0 0 (50,000
Accretion on preferred stock discount 0 0 0 1,25¢ 0 (1,259 0 0 0
BALANCE AT DECEMBER 31, 2013 23,63¢ 2,36¢ 0 0 277,29 (70,699 17) (10,344 198,60«
Comprehensive incon 0 0 0 0 0 5,69¢ 0 5,517 11,21
Stock based compensation expe 0 0 0 0 1,29¢ 0 0 0 1,29¢
Common stock issued for stock based employee higiafis 147 1 0 0 171 0 (6C) 0 112
Issuance of common stock, net of related exp 2,32¢ 23: 0 0 24,40 0 0 0 24,63
Issuance of common stock, pursuant to acquis 7,02¢ 70z 0 0 76,08t 0 0 0 76,78
Other 0 0 0 0 0 (1) 0 0 0
BALANCE AT DECEMBER 31, 2014 $33,137 $ 3,30C $ 0$ 0 $ 379,24¢ $ (65,000 $ 7)) $ (4,827) $312,65:

See notes to consolidated financial statements.
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N OTES TOC ONSOLIDATED F INANCIAL STATEMENTS
Seacoast Banking Corporation of Florida and Subsidiries

Note A
Significant Accounting Policies

General:Seacoast Banking Corporation of Florida (“Comparig’a single segment bank holding company withaperating subsidiary
bank, Seacoast National Bank (“Seacoast Natiot@d&ther the “Company”). Seacoast National's serdiea includes Okeechobee,
Highlands, Hendry, Glades, DeSoto, Palm Beach, iN|&8t. Lucie, Brevard, Indian River, Broward, OganLake, Volusia and Seminole
counties, which are located in central and southfédasida. The bank operates full service branchi¢isin its markets, and during 2014
acquired 12 additional branches as part of the BalhNfes acquisition.

The consolidated financial statements include twants of Seacoast and all its majority-owned isidr$es but exclude trusts created for
the issuance of trust preferred securities. In alisstion, all significant intercompany accountsidransactions are eliminated.

The accounting and reporting policies of the Comypame in accordance with accounting principles galheaccepted in the United States
of America, and they conform to general practicéhiwthe applicable industries.

Cash and Cash Equivalen8ash and cash equivalents include cash and duetfaoiks, interest-bearing bank balances and fetierds
sold and securities purchased under resale agréen@ash and cash equivalents have original migsigf three months or less, and
accordingly, the carrying amount of these instrutséndeemed to be a reasonable estimate of faieva

Securities Purchased and Sold Agreeme®ésurities purchased under resale agreements amdtiss sold under repurchase agreements
are generally accounted for as collateralized fimamntransactions and are recorded at the amoumtiah the securities were acquired or sold
plus accrued interest. It is the Company’s polyake possession of securities purchased undaeragreements, which are primarily U.S.
Government and Government agency securities. Tihedtue of securities purchased and sold is moeit@nd collateral is obtained from or
returned to the counterparty when appropriate.

Use of Estimatesthe preparation of these financial statements reguhe use of certain estimates by managemeténrdining the
Company's assets, liabilities, revenues and expease contingent liabilities. Specific areas, agiothers, requiring the application of
management’s estimates include determination ofllioe/ance for loan losses, the valuation of innesit securities available for sale, fair
value of impaired loans, contingent liabilitieshet real estate owned, and valuation of deferneddduation allowance. Actual results could
differ from those estimates.

Securities Securities are classified at date of purchasesatinty, available for sale or held to maturity. S@ms that may be sold as part
the Company's asset/liability management or inarese to, or in anticipation of changes in interatts and resulting prepayment risk, or for
other factors are stated at fair value with uneealigains or losses reflected as a component délsblders' equity net of tax or included in
noninterest income as appropriate. The estimaieddhuie of a security is determined based on ntagketations when available or, if not
available, by using quoted market prices for sinskecurities, pricing models or discounted cas fmalyses, using observable market data
where available. Debt securities that the Compasythe ability and intent to hold to maturity aseried at amortized cost.

Realized gains and losses, including other thapdeary impairments, are included in noninteresbime as investment securities gains
(losses). Interest and dividends on securitiedydticg amortization of premiums and accretion afcdunts, is recognized in interest income or
an accrual basis using the interest method. Thep@ognanticipates prepayments of principal in tHeutation of the effective yield for
collateralized mortgage obligations and mortgagekéd securities by obtaining estimates of prepaysiom independent third parties. The
adjusted cost of each specific security sold isldsecompute realized gains or losses on the $aleowrities on a trade date basis.

On a quarterly basis, the Company makes an assestnaetermine whether there have been any evemisonomic circumstances to
indicate that a security is impaired on an othanttemporary basis. Management considers manyr&ictcluding the length of time the
security has had a fair value less than the cagspaur intent and ability to hold the security éoperiod of time sufficient for a recovery in
value; recent events specific to the issuer orstrguand for debt securities, external creditmgdiand recent downgrades. Securities on whicl
there is an unrealized loss that is deemed toler-dhan temporary are written down to fair valuthwhe write-down recorded as a realized
loss or if related to other factors are recordedther comprehensive income.

For securities which are transferred into held &durity from available for sale the unrealized gaiross at the date of transfer is reported
as a component of shareholders’ equity and is amedrbver the remaining life as an adjustment efdyusing the interest method.

Seacoast National is a member of the Federal Hama@ Bank system. Members are required to own aineatmount of stock based on

the level of borrowings and other factors, and mnagst in additional amounts. FHLB stock is carr&aost, classified as a restricted security
and periodically evaluated for impairment basedibimate recovery of par value. Both cash andkstbeidends are reported as income.
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Loans:Loans are recognized at the principal amount ouditg, net of unearned income and amounts charfiedrearned income
includes discounts, premiums and deferred loanr@imn fees reduced by loan origination costs.d¥ned income on loans is amortized to
interest income over the life of the related loamg the effective interest rate method. Intenesbine is recognized on an accrual basis.

Fees received for providing loan commitments atiere of credit that may result in loans are tyjtyedeferred and amortized to interest
income over the life of the related loan, beginniith the initial borrowing. Fees on commitmentsi detters of credit are amortized to
noninterest income as banking fees and commissinrsstraight-line basis over the commitment pewbén funding is not expected.

Loans that management has the intent and abilitykd for the foreseeable future or until matuatypayoff are considered held for
investment.

The Company accounts for loans in accordance W& £opics 310 and 470, when due to a deterioratianborrowers financial positior
the Company grants concessions that would notwikebe considered. Troubled debt restructured (JTib&s are tested for impairment and
placed in nonaccrual status. If borrowers perfourspant to the modified loan terms for at leastnsonths and the remaining loan balances al
considered collectible, the loans are returnecctouaml status. When the Company modifies the texnas existing loan that is not considered ¢
troubled debt restructuring, the Company follows pinovisions of ASC 310 “Creditor’'s Accounting fmiModification or Exchange of Debt
Instruments.”

A loan is considered to be impaired when baseduorent information; it is probable the Company wiit receive all amounts due in
accordance with the contractual terms of a loaregent. The fair value is measured based on gfthgresent value of expected future cash
flows discounted at the loan’s effective intereder the loan’s observable market price or theviaine of the collateral if the loan is collateral
dependent. A loan is also considered impaired ifatms are modified in a troubled debt restruoturivVhen the ultimate collectibility of the
principal balance of an impaired loan is in doalitcash receipts are applied to principal. Oneertitorded principal balance has been reduce
to zero, future cash receipts are applied to istéreome, to the extent any interest has beemfgand then they are recorded as recover
any amounts previously charged off.

The accrual of interest is generally discontinueda@ans and leases, except consumer loans, thainee@0 days past due as to principal o
interest unless collection of both principal antkrest is assured by way of collateralization, gotees or other security. Generally, loans past
due 90 days or more are placed on nonaccrual stegasdless of security. When interest accrualsiseontinued, unpaid interest is reversed
against interest income. Consumer loans that bed@@elays past due are generally charged off. VBberowers demonstrate over an
extended period the ability to repay a loan in agance with the contractual terms of a loan class$i&s nonaccrual, the loan is returned to
accrual status. Interest income on nonaccrual lzeiher recorded using the cash basis methedadunting or recognized after the principal
has been reduced to zero, depending on the tylpaiof

Purchased loansAs a part of business acquisitions, the Companyiees|loans, some of which have shown evidenceedfit
deterioration since origination and others withspecifically identified credit deficiency factorBhese acquired loans were recorded at the
acquisition date fair value, and after acquisitiamy losses are recognized through the allowandedo losses. Accordingly, the associated
allowance for credit losses related to these légnst carried over at the acquisition date.

These loans fall into two groups: purchased criaditaired (“PCl”) and purchased unimpaired loandJtP). The Company estimates the
amount and timing of expected cash flows for eddh Bnd the expected cash flows in excess of theuatqmaid is recorded as interest income
over the remaining life of the loan. The PUL’s wekaluated to determine estimated fair values diseohcquisition date. Based on
management’s estimate of fair value, each PUL waigyaed a discount credit mark.

For PCI loans the Company updates the amount afpoacipal and interest cash flows expected todiected, incorporating
assumptions regarding default rates, loss sevgritie amounts and timing of prepayments and dtiogors that are reflective of current mai
conditions on a quarterly basis. Probable decraasegected loan principal cash flows trigger theognition of impairment, which is then
measured as the present value of the expectedpainass plus any related foregone interest chshsfdiscounted at the loan’s effective
interest rate. Impairments that occur after thaussition date are recognized through the provistroan losses. Probable and significant
increases in expected principal cash flows woukt fieverse any previously recorded allowancedanllosses; any remaining increases are
recognized prospectively as interest income. Theaots of (i) prepayments, (ii) changes in variabterest rates, and (iii) any other changes ir
the timing of expected cash flows are recognizedpectively as adjustments to interest income. &afs of loans, which may include sale:
loans, receipt of payments in full by the borrowmrforeclosure, result in removal of the loan frima purchased credit impaired portfolio. In
contrast, PUL'’s are evaluated using the same puwesds used for the Company’s non-purchased logfofio.

Derivatives Used for Risk Managemeiithe Company may designate a derivative as e@tlexdge of the fair value of a recognized fixed
rate asset or liability or an unrecognized firm coitment (“fair value” hedge), a hedge of a foreeddransaction or of the variability of future
cash flows of a floating rate asset or liabilitggsh flow” hedge). All derivatives are recordedteer assets or other liabilities on the balance
sheet at their respective fair values with unrealigains and losses recorded either in other cdrapsive income or in the results of
operations, depending on the purpose for whichlth@vative is held. Derivatives that do not meet thiteria for designation as a hedge at
inception, or fail to meet the criteria thereafte carried at fair value with unrealized gaind lsses recorded in the results of operations.

To the extent of the effectiveness of a cash fledde, changes in the fair value of a derivativé ithdesignated and qualifies as a cash
flow hedge are recorded in other comprehensivenigcd he net periodic interest settlement on ddvigatis treated as an adjustment to the
interest income or interest expense of the hedgselts or liabilities
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At inception of a hedge transaction, the Compammédly documents the hedge relationship and themianagement objective and
strategy for undertaking the hedge. This procedsidies identification of the hedging instrumentidped item, risk being hedged and the
methodology for measuring ineffectiveness. In addjtthe Company assesses both at the inceptitredfedge and on an ongoing quarterly
basis, whether the derivative used in the hedgagstaction has been highly effective in offsetthgnges in fair value or cash flows of the
hedged item, and whether the derivative as a hgdgstrument is no longer appropriate.

The Company discontinues hedge accounting prosgeéctivhen either it is determined that the derwis no longer highly effective in
offsetting changes in the fair value or cash fl@f/a hedged item; the derivative expires or is s@minated or exercised; the derivative is de
designated because it is unlikely that a forecastatsaction will occur; or management determihas designation of the derivative as a
hedging instrument is no longer appropriate.

When a fair value hedge is discontinued, the hedgedt or liability is no longer adjusted for chesn fair value and the existing basis
adjustment is amortized or accreted as an adjustrosmeld over the remaining life of the assetiability. When a cash flow hedge is
discontinued but the hedged cash flows or foredaséamsaction are still expected to occur, unredligains and losses that are accumulated ir
other comprehensive income are included in theltseetioperations in the same period when the tesdiloperations are also affected by the
hedged cash flow. They are recognized in the resifilbperations immediately if the cash flow hedge discontinued because a forecasted
transaction is not expected to occur.

Certain commitments to sell loans are derivatifémse commitments are recorded as a freestandiivgtide and classified as an other
asset or liability.

Loans Held for Sald:-oans are classified as held for sale based on geamant’s intent to sell the loans, either as pbat @re business
strategy or related to a risk mitigation strategyans held for sale and any related unfunded lendaommitments are recorded at fair value, if
elected or the lower of cost (which is the carry@imgount net of deferred fees and costs and apf#iedlowance for loan losses and reserve fol
unfunded lending commitments) or fair market vdass costs to sell. Adjustments to reflect unrealigains and losses resulting from change
in fair value and realized gains and losses uptmate sale of the loans are classified as norésténcome in the Consolidated Statements of
Income. At the time of the transfer to loans helddale, if the fair market value is less than cthst difference is recorded as additional
provision for credit losses in the results of opierss. Fair market value is determined based oneglimarket prices for the same or similar
loans, outstanding investor commitments or discadictish flow analyses using market assumptions.

F air market value for substantially all the loan$dans held for sale were obtained by referengeites for the same or similar loans fr
recent transactions. For a relationship that inetuah unfunded lending commitment, the cost badfeei outstanding balance of the loan net o
the allowance for loan losses and net of any restmvunfunded lending commitments. This cost bast®mpared to the fair market value of
the entire relationship including the unfunded iegccommitment.

Individual loans or pools of loans are transfeffreth the loan portfolio to loans held for sale whka intent to hold the loans has changec
and there is a plan to sell the loans within ageable period of time. Loans held for sale areawed quarterly. Subsequent declines or
recoveries of previous declines in the fair masiadtie of loans held for sale are recorded in otbelincome in the results of operations. Fair
market value changes occur due to changes in gttextes, the borrower’s credit, the secondary foarket and the market for a borrower’s
debt. If an unfunded lending commitment expireoleh sale occurs, the reserve associated withntumded lending commitment is
recognized as a credit to other fee income indsalts of operations.

Fair Value Measurement3:he Company measures or monitors many of its aaset$iabilities on a fair value basis. Certaineassnd
liabilities are measured on a recurring basis. Eplamof these include derivative instruments, add for sale and trading securities, loans
held for sale and long-term debt. Additionallyrfe@lue is used on a non-recurring basis to evalaasets or liabilities for impairment or for
disclosure purposes. Examples of these meairing uses of fair value include certain lobhaekl for sale accounted for on a lower of costain
value, mortgage servicing rights, goodwill, andgdived assets. Fair value is defined as the ghaéwould be received to sell an asset or pai
to transfer a liability in an orderly transactiostiveen market participants at the measurement dafgending on the nature of the asset or
liability, the Company uses various valuation taghes and assumptions when estimating fair value.

The Company applied the following fair value hietay:

Level 1 — Assets or liabilities for which the idiat item is traded on an active exchange, sughubfcly-traded instruments or futures
contracts.

Level 2 — Assets and liabilities valued based oseolable market data for similar instruments.

Level 3 —Assets and liabilities for which significant valisat assumptions are not readily observable in theket; instruments valued basec
the best available data, some of which is inteyrddlveloped, and considers risk premiums that &etgrarticipant would require.

When determining the fair value measurements feetasand liabilities required or permitted to beorded at and/or marked to fair value,
the Company considers the principal or most adgguas market in which it would transact and considgsumptions that market participant
would use when pricing the asset or liability. Wipassible, the Company looks to active and obsésvalrkets to price identical assets or
liabilities. When identical assets and liabilitee® not traded in active markets, the Company lboksarket observable data for similar assets
and liabilities. Nevertheless, certain assets atfiilities are not actively traded in observablekets and the Company must use alterne



valuation techniques to derive a fair value measersd.
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Other Real Estate Owne@ther real estate owned (“OREQO”) consists of retdte acquired in lieu of unpaid loan balancesseélassets
are carried at an amount equal to the loan balariceto foreclosure plus costs incurred for impments to the property, but no more than th
estimated fair value of the property less estimatdling costs. Any valuation adjustments requatthe date of transfer are charged to the
allowance for loan losses. Subsequently, unrealizegks and realized gains and losses are inclad®tier noninterest expense. Operating
results from OREO are recorded in other nonintezggénse.

Bank Premises and EquipmeBank premises and equipment are stated at costatesimulated depreciation and amortization. Pesnis
and equipment include certain costs associatedthdtlacquisition of leasehold improvements. Dejatémi and amortization are recognized
principally by the straight-line method, over thatimated useful lives as follows: buildings - 25y&ars, leasehold improvements - 5-25 years
furniture and equipment - 3-12 years. Premiseseguipment and other lortgrm assets are reviewed for impairment when evedisate thei
carrying amount may not be recoverable from futurdiscounted cash flows. If impaired, the assetgerorded at fair value.

Intangible AssetaViergers and acquisitions are accounted for usia@tguisition method of accounting, which requites acquired
assets and liabilities are recorded at their falues. This often involves estimates based on frarty valuations or internal valuations base:
discounted cash flow analyses or other valuatiohriigjues, all of which are inherently subjectiveeTamortization of identified intangible
assets is based upon the estimated economic tzeteefie received, which is also subjective.

Goodwill resulting from business combinations isgmlly determined as the excess of the fair vafibe consideration transferred, plus
the fair value of any noncontrolling intereststhie facquiree, over the fair value of the net assaisired and liabilities assumed as of the
acquisition date. Goodwill and intangible assetpu@ed in a purchase business combination andrdeted to have an indefinite useful life are
not amortized, but tested for impairment at leasiually. The Company has selected October 31 adateeto perform the annual impairment
test. Intangible assets with definite useful liaes amortized over their estimated useful liveth&r estimated residual values. Goodwill is the
only intangible asset with an indefinite life oretGompany’s balance sheet.

The core deposit intangibles are intangible ass@&tgg from either whole bank acquisitions or lmtaacquisitions. They are initially
measured at fair value and then amortized ovevensgear period on a straight line basis. The Camgeeriodically evaluates whether events
and circumstances have occurred that may affeddtimated useful lives or the recoverability af temaining balance of the intangible as:

Bank owned life insurance (BOLIThe Company, through its subsidiary bank, has @sgett life insurance policies on certain key
executives. Bank owned life insurance is recordedeaamount that can be realized under the inseraantract at the balance sheet date,
which is the cash surrender value adjusted forratharges or other amounts due that are probalsietid¢ment.

Revenue RecognitioRevenue is recognized when the earnings processriplete and collectibility is assured. Brokeragesfand
commissions are recognized on a trade date bassetAnanagement fees, measured by assets atcallpadiate, are accrued as earned.
Commission expenses are recorded when the relatedue is recognized.

Allowance for Loan Losses and Reserve for Unfuh@ediing Commitment3he Company has developed policies and procedares f
assessing the adequacy of the allowance for Icgsetoand reserve for unfunded lending commitmbatséflect the evaluation of credit risk
after careful consideration of all available infation. Where appropriate this assessment includestaring qualitative and quantitative trel
including changes in levels of past due, criticiaed nonperforming loans. In developing this asaess, the Company must necessarily rely
on estimates and exercise judgment regarding reatteere the ultimate outcome is unknown such asau factors, developments affecting
companies in specific industries and issues witpeet to single borrowers. Depending on changesdomstances, future assessments of
credit risk may yield materially different resultghich may result in an increase or a decreadeeimtiowance for loan losses.

The allowance for loan losses and reserve for wddrending commitments is maintained at a level@bmpany believes is adequate to
absorb probable losses incurred in the loan pastasid unfunded lending commitments as of the ditke consolidated financial statements.
The Company employs a variety of modeling and egtion tools in developing the appropriate allowafardoan losses and reserve for
unfunded lending commitments. The allowance fonllmsses and reserve for unfunded lending commitsneansists of formula-based
components for both commercial and consumer lcalmwyance for impaired commercial loans and allogearelated to additional factors that
are believed indicative of current trends and bessrcycle issues.

If necessary, a specific allowance is establisbeddividually evaluated impaired loans. The sfie@llowance established for these lo
is based on a thorough analysis of the most prebsdlrce of repayment, including the present vafube loan’s expected future cash flows,
the loan’s estimated market value, or the estimfatied/alue of the underlying collateral dependorgthe most likely source of repayment.
General allowances are established for loans gobimpte pools based on similar characteristicshla process, general allowance factors are
based on an analysis of historical charge-off eepee, portfolio trends, regional and national exoit conditions, and expected loss given
default derived from the Company’s internal riskg process.

132




The Company monitors qualitative and quantitatreads in the loan portfolio, including changeshia tevels of past due, criticized and
nonperforming loans. The distribution of the allowa for loan losses and reserve for unfunded Ignclimmitments between the various
components does not diminish the fact that theeatlowance for loan losses and reserve for urdddnding commitments is available to
absorb credit losses in the loan portfolio. Thegipal focus is, therefore, on the adequacy otdked allowance for loan losses and reserve for
unfunded lending commitments.

In addition, various regulatory agencies, as aegral part of their examination process, periodifaaview the Company’s bank
subsidiary’s allowance for loan losses and restwanfunded lending commitments. These agencigsmeguire such subsidiaries to
recognize changes to the allowance for loan loasdgeserve for unfunded lending commitments bageatieir judgments about information
available to them at the time of their examination.

Income TaxesThe Company uses the asset and liability metfi@oounting for income taxes. Deferred tax asaetsliabilities are
determined based on temporary differences betweenarrying amounts of assets and liabilities éabnsolidated financial statements and
their related tax bases and are measured usirgnticted tax rates and laws that are in effect.|Aati@n allowance is recognized for a defel
tax asset if, based on the weight of availableevi@, it is more likely than not that some portiorall of the deferred tax asset will not be
realized. The effect on deferred tax assets abdilias of a change in rates is recognized asnmeor expense in the period in which the
change occurs. See Note L, Income Taxes for retlismibsures.

Earnings per ShareBasic earnings per share are computed by dividaigntome available to common shareholders by tighted-
average number of common shares outstanding deeidl period. Diluted earnings per share are baségeoveighted-average number of
common shares outstanding during each period,qaosnon share equivalents calculated for stock optand performance restricted stock
outstanding using the treasury stock method.

Stock-Based Compensatidrhe stock option plans are accounted for under A8glc 718 and the fair value of each option grant i
estimated on the date of grant using the Black-Bshaption-pricing model with market assumptionsisTamount is amortized on a straight-
line basis over the vesting period, generally fears. (See Note J)

For restricted stock awards, which generally veseld on continued service with the Company, thertsd compensation is measured as
the fair value of the shares on the date of geamd, the deferred compensation is amortized aseskand employee benefits in accordance
the applicable vesting schedule, generally strdigktover five years. Some shares vest based ugo@ompany achieving certain performe
goals and salary amortization expense is based estanate of the most likely results on a stralgi@ basis.
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Note B
Recently Issued Accounting Standards, Not Adoptedsaof December 31, 2014

Accounting Standards Update No. 2014-04 - Reciassibn of Residential Real Estate Collateralizesh§€limer Mortgage Loans upon
Foreclosure — In January 2014, FASB issued ASU ZBU4This amendment is intended to reduce diveisipractice by clarifying when an in
substance repossession or foreclosure occurs, hed s/creditor should be considered to have redgitagsical possession of residential real
estate property. The Update also defines whendbeuating change for the loan should take place.

The amendments in this Update are effective faafigears beginning after December 15, 2014. Eatbption is permitted. The Company v
adopt the methodologies prescribed by this ASUnieydate required, and does not anticipate thad8i¢ will have a material effect on its
financial position or results of operations.

In April 2014, the Financial Accounting StandardsaBl (FASB) issued Accounting Standards Update2Qt4-08 (ASU 2014-08)
“Presentation of Financial Statements (Topic 20%) Broperty, Plant, and Equipment (Topic 360): Repg Discontinued Operations and
Disclosures of Disposals of Components of an EAtAYU 2014-08 raises the threshold for a disptsagjualify as a discontinued operation
and requires new disclosures of both discontinyestations and certain other disposals that do met tine definition of a discontinued
operation. It is effective for annual periods begmng on or after December 15, 2014. Early adopguermitted but only for disposals that h
not been reported in financial statements previoissued. We do not expect the impact of the adagif ASU 2014-08 to be material to our
consolidated financial statements.

Accounting Standards Update No. 2014-09 - Reverara Contracts with Customers (Topic 606). In Mag20the Financial Accounting
Standards Board (FASB) issued Accounting Standdpttate (ASU) No. 2014-09. The ASU is a convergaddard between the FASB and
the IASB that provides a single comprehensive regeecognition model for all contracts with custosngcross transactions and industries.
The primary objective of the ASU is revenue rectignithat represents the transfer of promised goodervices to customers in an amount
that reflects the consideration to which the erditpects to be entitled in exchange for those goodsrvices. The ASU is effective for interim
and annual reporting periods beginning after Deemib, 2016. The Company is currently assessingrpact of adoption of ASU 2014-09.

In June 2014, the FASB issued Accounting Standdpittate No. 2014-10 (ASU 2014-10) "Development Staggties (Topic 915):
Elimination of Certain Financial Reporting Requirsmts, Including an Amendment to Variable Interegtities Guidance in Topic 810,
Consolidation". ASU 2014-10 removes the definitidra development stage entity from the Master Glnssf the ASC thereby removing the
financial reporting distinction between developmstaige entities and other reporting entities. Theradment eliminating the exception to the
sufficiency-of-equity-at-risk criterion for developent stage entities should be applied retrospdgtfee annual reporting periods beginning
after December 15, 2015, and interim periods thefearly application of these amendments is peeaiittVe do not expect the impact of the
adoption of ASU 2014-10 to be material to our céidsted financial statements.

Accounting Standards Update No. 2014-11 - TransfecsServicing (Topic 860): Repurchase-to-MatuFitgnsactions, Repurchase
Financings, and Disclosures. In June 2014, the Fi&SiBed ASU No. 2014-11. This ASU requires secbi@dowing accounting treatment for
repurchase-to-maturity transactions and providégagece on accounting for repurchase financing gearents. This ASU is effective for
interim and annual reporting periods beginningreitecember 15, 2014. The adoption of this ASU wadult in additional disclosures, but is
not expected to impact significantly the Comparggasolidated financial position or results of opierss.
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Accounting Standards Update No. 2014-12 - ComparsatStock Compensation (Topic 718): AccountingSbare-Based Payments When
the Terms of an Award Provide That a PerformanagétaCould be Achieved after the Requisite SerfAedod. In June 2014, the FASB iss
ASU No. 2014-12. This ASU requires that a perforomatarget that affects vesting and that could éeaed after the requisite service period
be treated as a performance condition and shouldenceflected in estimating the grant-date falugaf the award. This ASU is effective for
interim and annual reporting periods beginningreitecember 15, 2015 with earlier adoption permitite adoption of this ASU is not
expected to impact significantly the Company’s aidated financial position or results of operation

FASB issued Accounting Standards Update 2014-1l4sd@Bication of Certain Government-Guaranteed Bage Loans upon Foreclosure.
This update requires creditors to reclassify Iadhas are within the scope of the ASU to “other reables” upon foreclosure, rather than
reclassifying them to other real estate owned. Separate other receivable recorded upon foreclastioebe measured based on the amount c
the loan balance (principal and interest) the ¢toedixpects to recover from the guarantor. The gaidance is effective for public business
entities for annual periods, and interim periodthimithose annual periods, beginning after Deceribef014. The impact of adoption of this
ASU by the Company is not expected to impact sigaitly the Company’s consolidated financial pasitor results of operations.
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Note C Cash, Dividend and Loan Restriction

In the normal course of business, the Company aaddst National enter into agreements, or aresiutg regulatory agreements that
result in cash, debt and dividend restrictionsufmary of the most restrictive items follows:

Seacoast National is required to maintain averagerve balances with the Federal Reserve BankaWidrage amount of those reserve
balances was $56.6 million for 2014 and $75.4 onillior 2013.

Under Federal Reserve regulation, Seacoast Natistiadited as to the amount it may loan to itslaffes, including the Company, unless
such loans are collateralized by specified oblayeti At December 31, 2014, the maximum amount aviailfor transfer from Seacoast
National to the Company in the form of loans apprated $41.8 million

The approval of the Office of the Comptroller oétBurrency (“OCC")s required if the total of all dividends declateda national bank
any calendar year exceeds the bank's profits, fagedefor that year combined with its retained pedfits for the preceding two calendar years
Under this restriction Seacoast National can digte dividends of approximately $59.0 million t@ tBompany as of December 31, 2014,
without prior approval of the OCC.
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Note D
Securities

The amortized cost and fair value of secuitieslaipg for sale and held for investment at Decen®ie2014 and December 31, 2013 are
summarized as follows:

December 31, 201.

Gross Gross Gross
Amortized Unrealized Unrealized Fair
Cost Gains Losses Value

(In thousands)
SECURITIES AVAILABLE FOR SALE

U.S. Treasury securities and obligations of U.Své&oment Sponsored Entiti $ 387t $ 23 % 0% 3,89¢
Mortgagebacked securities of U.S. Government Sponsoredi&s 123,98: 1,501 (423) 125,05¢
Collateralized mortgage obligations of U.S. GoveeninSponsored Entitie 352,48: 1,07t (6,077 347,48:
Private mortgac-backed securitie 29,96° 291 0 30,25¢
Private collateralized mortgage obligatic 85,17¢ 68¢€ (72¢) 85,13¢
Collateralized loan obligatior 127,39 0 (2,172 125,22!
Obligations of state and political subdivisic 23,51 81C (3) 24,31¢

$ 746,39($ 4,38 $ (9,407 $741,37"

SECURITIES HELD FOR INVESTMENT

Mortgage-backed securities of U.S. Government Sponsoredi€s $ 67,53'$ 81z $ 0 $ 68,34
Collateralized mortgage obligations of U.S. GoveeninSponsored Entitie 114,54: 69t (28C) 114,95¢
Collateralized loan obligatior 25,82¢ 0 (345) 25,48t

$ 207,90 $ 15013 (627 $208,78

December 31, 201.

Gross Gross Gross
Amortized Unrealized Unrealized Fair
Cost Gains Losses Value

(In thousands)
SECURITIES AVAILABLE FOR SALE

U.S. Treasury securities and obligations of U.Svésoment Sponsored Entiti $ 10C $ 0% 0% 10C
Mortgage-backed securities of U.S. Government Sponsoredi&s 129,46¢ 1,45¢ (4,189 126,73
Collateralized mortgage obligations of U.S. GoveeninSponsored Entitie 383,39: 77€ (14,747 369,42:
Private mortgac-backed securitie 29,80( 0 (22€) 29,57
Private collateralized mortgage obligatic 76,52( 731 (413 76,83¢
Collateralized loan obligatior 32,59: 0 (413 32,17¢
Obligations of state and political subdivisic 6,58¢ 19z (15) 6,764

$ 658,45¢$  3,15¢ $ (20,007) $641,61:

SECURITIES HELD FOR INVESTMENT

Mortgage-backed securities of U.S. Government Sponsoredi&s $ 0% 0% 0% 0
Collateralized mortgage obligations of U.S. GoveeninSponsored Entitie 0 0 0 0
Collateralized loan obligatior 0 0 0 0

$ 0% 0% 0% 0

Proceeds from sales of securities during 2014 $21e514,000 with gross gains of $456,000 and dosses of $0. Proceeds from sales o
securities during 2013 were $67,330,000 with ggzsas of $792,000 and gross losses of $373,00@ePds from sales of securities during
2012 were $256,102,000 with gross gains of $7,88Bahd gross losses of $214,000.

Securities with a carrying and fair value of $1B0®00 and $107,500,000, respectively, at Dece@be?014, were pledged as collateral
for United States Treasury deposits, other pul@jgodits and trust deposits. Securities with a @agrgind fair value of $232,677,000 and
$227,620,000, respectively, were pledged as codlater repurchase agreements.

On May 31, 2014, management identified $158.8 amillbf investment securities available for sale @adsferred them to held for
investment. The unrealized holding losses at the dfstransfer totaled $3.1 million. The securitieat were transferred into the held for
investment category from the available for salegaty, the unrealized losses at the date of tresgfill continue to be reported in other
comprehensive income, and will be amortized overrémaining life of the secuiruty as an adjustnodiyield consistent with the amortization
of a discount. The amortization of unrealized hujdiosses reported in equity will offset the effectnterest income of the amortization of the
discount.



The amortized cost and fair value of securitieBetember 31, 2014, by contractual maturity, arevshioelow. Expected maturities will
differ from contractual maturities because borrawmay have the right to call or repay obligatiorithwer without call or prepayment penalti

Held for Investment  Available for Sale

Amortized Fair  Amortized Fair
Cost Value Cost Value

(In thousands) (In thousands)
Due in less than one ye $ 0 0% 0% 0
Due after one year through five ye. 0 0 84z 847
Due after five years through ten ye 0 0 24,23¢  24,17¢
Due after ten years 0 0 129,70 128,41
0 0 154,78: 153,44.
Mortgagebacked securities of U.S. Government Sponsoredi&s 67,53¢ 68,347  123,98. 125,05¢
Collateralized mortgage obligations of U.S. GoveenitriSponsored Entitie 114,54: 114,95¢ 352,48! 347,48:
Private mortgac-backed securitie 0 0 29,967 30,25¢
Collateralized loan obligations 25,82¢ 25,48¢ 85,17¢ 85,13t

$ 207,900 $208,78{$ 746,39( $741,37!

The estimated fair value of a security is determhibased on market quotations when available ogtifavailable, by using quoted market
prices for similar securities, pricing models osatiunted cash flows analyses, using observableaindata where available. The tables below
indicate the amount of securities with unrealizegbés and period of time for which these losses wetstanding at December 31, 2014 and
December 31, 2013, respectively.
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December 31, 201.

Less than 12 months 12 months or longer Total
Fair Unrealized Fair Unrealized Fair Unrealized
Value Losses Value Losses Value Losses

(In thousands)
U.S. Treasury securities and obligations of U.Svéoment

Sponsored Entitie $ 10C $ 0% 0 $ 0% 10C$ 0
Mortgagebacked securities of U.S. Government Sponsoredié&s  36,89( (153 21,64( (271) 58,53( (424)
Collateralized mortgage obligations of U.S. GoveentriSponsore
Entities 100,14¢ (833 170,40( (5,527 270,54¢ (6,35€)
Private collateralized mortgage obligatic 61,55¢ (914 10,09 (157) 71,64¢ (1,077
Collateralized loan obligatior 100,71« (2,769 24,51 (40%) 125,22¢ (2,172
Obligations of state and political subdivisions 1,73¢ (3) 0 0 1,734 (3)
Total temporarily impaired securities $301,14( $ (3,672 $226,64: $ (6,354 $527,78: $ (10,026
December 31, 201.

Less than 12 months 12 months or longer Total

Fair Unrealized Fair Unrealized Fair Unrealized

Value Losses Value Losses Value Losses

(In thousands)
Mortgage-backed securities of U.S. Government Sponsoredi&s $ 33,428 $ (2,045 $35,04: $ (2,149 % 68,46¢ $ (4,189
Collateralized mortgage obligations of U.S. GoveenirSponsorec

Entities 287,31. (12,45() 45,657 (2,297) 332,96¢ (14,74%)
Private mortgac-backed securitie 29,574 (22€) 0 0 29,57¢ (22€)
Private collateralized mortgage obligatic 47,65: (413 0 0 47,65: (413
Collateralized loan obligatior 32,17¢ (419 0 0 32,17¢ (419
Obligations of state and political subdivisions 502 (14) 12t (1) 627 (15)
Total temporarily impaired securities $430,64: $ (15,56)$80,82t $ (4,442 $511,47($ (20,009

At December 31, 2014, approximately $1.1 milliortted unrealized losses pertain to private labalsiées secured by collateral
originated in 2005 and prior. Their fair value 1% million and is attributable to a combinatidrfartors, including relative changes in inte
rates since the time of purchase. The collaterdérying these mortgage investments are 30- angedbfixed and 10/1 adjustable rate
mortgage loans with low loan to values, subordoratind historically have had minimal foreclosuned lsses. Based on its assessment of
these factors, management believes that the upeddbisses on these debt security holdings arediidm of changes in investment spreads
interest rate movements and not changes in cradlitg. Management expects to recover the entirerined cost basis of these securities.

At December 31, 2014, the Company also had $6 lomibf unrealized losses on collateralized mortgegligations and mortgage
backed securities of government sponsored enliigsg a fair value of $329.1 million that wererihtitable to a combination of factors,
including relative changes in interest rates stheetime of purchase. The contractual cash flowshese securities are guaranteed by U.S.
government agencies and U.S. government-sponsaterpases. Based on its assessment of these$aatmanagement believes that the
unrealized losses on these debt security holdireya function of changes in investment spreadsraecest movements and not changes in
credit quality. Management expects to recover titeeeamortized cost basis of these securities.

At December 31, 2014, the Company also had $2 llomibf unrealized losses on collateralized loahgalions having a fair value of
$125.2 million that were attributable to a combioatof factors, including relative changes in iefgtrrates, spreads and interest movements
since the time of purchase. Based on its asses@fiirgse factors, management believes that thealined losses on these debt security
holdings are a function of changes in investmergags and interest movements and not changesdit quality. Management expects to
recover the entire amortized cost basis of theseriies.

As of December 31, 2014, management does not iitesell securities that are in unrealized losstjgrs and it is not more likely than
not that the Company will be required to sell theseurities before recovery of the amortized castd Therefore, management does not
consider any investment to be other-than-tempgraripaired at December 31, 2014.

Included in other assets is $16.3 million of Fetlel@me Loan Bank and Federal Reserve Bank stot&dstt par value. At December 31,

2014, the Company has not identified events or gasin circumstances which may have a significdaeese effect on the fair value of the
$16.3 million of cost method investment securities.

138




Note E
Loans

Information relating to loans at December 31 is swarized as follows:

2014
Portfolio Loan: PCI Loans PUL's Total
(In thousands
Construction and land developmi $ 65,89¢ $ 1557 $ 19,58! $ 87,03¢
Commercial real esta 610,86 4,092 222,19. $ 837,14°
Residential real esta 639,42¢ 851 46,61¢ $ 686,89°
Commerical and financi: 120,76 1,312 35,32 $ 157,39¢
Consume 50,54 2 235 % 52,891
Other 512 0 0 $ 512
NET LOAN BALANCES $ 1,488,00! $ 7814 $ 326,06t $ 1,821,88!
2013
(In thousands
Construction and land developmi $ 67,45( $ 0 $ (O 67,45(
Commercial real esta 520,38: 0 0 % 520,38:
Residential real esta 592,74¢ 0 0 $ 592,74t
Commerical and financi: 78,63¢ 0 0 % 78,63¢
Consume 44 71 0 0 $ 44,71
Other 28C 0 0 $ 28C
NET LOAN BALANCES $ 1,304,200 $ 0 $ 0 $ 1,304,20

(1) Net loan balances at December 31, 2014 and 2018deadeferred costs of $3,645,000 and $2,618,0&Xpactively

Purchased LoanBCl loans are accounted for pursuant to ASC Top@&30. The excess of cash flows expected to beatelil over the
estimated fair value is referred to as the accletgkld and is recognized in interest income dherremaining life of the loan in situations
where there is a reasonable expectation abouintfiregtand amount of cash flows expected to be ctdi: The difference between the
contractually required payments and the cash flexpected to be collected at acquisition, considettie impact of prepayments, is referred to
as the nonaccretable difference.

We have applied ASC Topic 310-20 accounting treatrteePULs. The unamortized credit mark establisitegcquisition on the loans has
been ascribed as an accretable yield that is &theto interest income over the estimated remgitifa of the loans.

139




The table below summarizes the total contractualipuired principal and interest cash payments, gemant’'s estimate of expected total
cash payments and fair value of the loans as ddi¢heisition date. Contractually required principadtl interest payments have been adjusted

for estimated prepayments.

October 1, 201. PCI Loans PUL's Total

(In thousands
Contractually required principal and inter $ 17,16¢ $ 367,88. $ 385,05(
Non-accretable difference (7,196 0 (7,196

Cash flows expected to be collec 9,97: 367,88: 377,85:

Accretable yield (1,256 (11,235 (12,499
Total Acquired loans $ 8,71 $ 356,64t $ 365,36:.
The components of purchased loans are as follows:
December 31, 201 PCI PULs Total

(In thousands
Construction and land developmi $ 1557 $ 19,58 $ 21,14(
Commercial real esta 4,09: 222,19:. 226,28:
Residential real esta 851 46,61¢ 47,46¢
Commercial and financiz 1,31z 35,32: 36,63:
Consume 2 2,352 2,35¢
Other 0 0 0
Carrying value of acquired loans $ 7814 $ 326,06¢ $ 333,88
Carrying value , net of allowance of $64 $ 7,75 $ 326,06¢ $ 333,81t

We adjusted our estimates of future expected lpssas flows and renewal assumptions during theentiquarter for PCI loans. The table
below summarizes the changes in total contractwediyired principal and interest cash payments,agament estimate of expected total ¢
payments and carrying value of PCI loans duringlinee month period ending December 31, 2014. Gontally required principal and
interest payments have been adjusted for estinpaggzhyments.

Reclassifications frol

Activity during the three month period end nonaccretable

December 31, 201 30-Sef-14  Additions Deletions  Accretion difference 31-Dec-14
(In thousands

Contractually required principal and inter $ 0 $ 17,16¢ $ (2,33¢) $ 0 $ 0 $ 14,83
Non-accretable difference 0 (7,196 1,28¢ 0 82 (5,82%)
Cash flows expected to be collec 0 9,97: (1,049 0 82 9,00¢
Accretable yield 0 (1,256 50 9€ (82 (1,199
Carrying value of acquired loa 0 8,71 (999) 96 0 7,814
Allowance for loan losses 0 0 0 0 (64)
Carrying value less allowance for loan los $ 0 3% 8,71 $ (999 $ 9% $ 0 % 7,75(
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One of the sources of the Company's business s lttadirectors and executive officers. The aggeedallar amount of these loans \
approximately $4,514,000 and $4,771,000 at Decerdbe2014 and 2013, respectively. During 2014 nean$ totaling $867,000 were m.
and reductions totaled $1,173,000.

At December 31, 2014 and 2013 loans pledged aateddl for borrowings totaled $130 million and $5illion, respectively.

Loans are made to individuals, as well as, comrakgeid tax exempt entities. Specific loan termy & to interest rate, repayment,
collateral requirements based on the type of leguested and the credit worthiness of the prosmebtrrower.

Concentrations of Credill of the Companys lending activity occurs within the State of Fitaj including Orlando in Central Florida
Southeast coastal counties from Brevard Countiiémbrth to Palm Beach County in the south, as aglhll of the counties surrounding L
Okeechobee in the center of the state. The Compdogh portfolio consists of approximately one timmercial and commercial real es
loans and one half consumer and residential réafeckoans.

The Company’s extension of credit is governed lgy @medit Risk Policy which was established to aaintine quality of the Company’
loans. These policies and procedures are revienwddapproved by the Board of Directors on a redudsis.

Construction and Land Development Loafmke Company defines construction and land devetmprivans as exposures secured by
development and construction (including 1-4 famégidential construction), multi-family propertyycanonfarm nonresidential property whi
the primary or significant source of repayment@f rental income associated with that propertgt(i, loans for which 50 percent or mor
the source of repayment comes from third party-affiiated rental income) or the proceeds of thie,seefinancing, or permanent financing
the property.

Commercial Real Estate LoansThe Company goal is to create and maintain a high qualitytfptio of commercial real estate loans v
customers who meet the quality and relationshigfitatility objectives of the Company. Commerciaal estate loans are subjec
underwriting standards and processes similar toneeroial and industrial loans. These loans are eibprimarily as cash flow loans and
repayment of these loans is largely dependent erstitcessful operation of the property. Loan perémce may be adversely affectec
factors impacting the general economy or conditgpexific to the real estate market such as gebgréqcation and/or property type.

Residential Real Estate Loafiie Company selectively adds residential mortgaged to its portfolio, primarily loans with adjuiske
rates, home equity mortgages and home equity liSabstantially all residential originations havesibeunderwritten to conventional Ic
agency standards, including loans having balantasaxceed agency value limitations. The Comparsyrever offered suprime, Alt A,
Option ARM or any negative amortizing residentiaams, programs or products, although we have atgihand hold residential mortg:
loans from borrowers with original or current FICdit scores that are less than “prime.”
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Commercial and Financial Loans Commercial credit is extended primarily to smallmedium sized professional firms, retail
wholesale operators and light industrial and mastufang concerns. Such credits typically compriseking capital loans, loans for physi
asset expansion, asset acquisition and other lassioans. Loans to closely held businesses wilegdly be guaranteed in full or foi
meaningful amount by the businessesjor owners. Commercial loans are made based plynwen the historical and projected cash flov
the borrower and secondarily on the underlyingatetial provided by the borrower. The cash flowbafrowers, however, may not behav
forecasted and collateral securing loans may fhatetun value due to economic or individual perfonee factors. Minimum standards |
underwriting guidelines have been established lfaraanmercial loan types.

Consumer Loans The Company originates consumer loans includistallment loans, loans for automobiles, boatsl atfier person:
family and household purposes. For each loan tggeral factors including debt to income, type dfateral and loan to collateral value, cr
history and Company relationship with the borrovgezonsidered during the underwriting process.
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The following tables present the contractual agihthe recorded investment in past due loans tgsald loans as of December 31, 2014

and 2013:

December 31, 201.

Portfolio Loans

Construction and land developm:
Commercial real esta
Residential real esta
Commerical and financi:
Consume

Other

Total

Purchased Unimpaired Loa

Construction and land developm:
Commercial real esta
Residential real esta
Commerical and financic
Consume

Other

Total

Purchased Impaired Loa

Construction and land developm:
Commercial real esta
Residential real esta
Commerical and financi:
Consume

Other

Total

Total Loans

Accruing

Accruing Accruing Greater Total
30-59 Days  60-89 Days Than Financing
Past Due Past Due 90 Days Nonaccrual Current Receivable:

(In thousands)

$ 0 $ 0 0 $ 534 % 65,36: $ 65,89¢
764 0 0 3,451 606,64. 610,86:
25¢ 15¢ 17 14,38: 624,61. 639,42
23z 0 0 0 120,53: 120,76
25€ 25 0 191 50,07 50,54
0 0 0 0 512 512
$ 1511 $ 184 17 $ 18,56: $ 1,467,731 $ 1,488,00
$ 308 % 0 0 $ 0 $ 19,28( $ 19,58
2,31¢ 0 41 0 219,83 222,19:
142 0 39 5 46,43: 46,61¢
95: 0 0 0 34,36¢ 35,32:
0 0 0 0 2,35 2,35
0 0 0 0 0 0
$ 3,71¢ $ 0 80 $ 5 $ 322,26 $ 326,06t
$ (O 0 0 $ 142¢ % 12¢ 8 1,557
7 35¢ 0 73¢ 2,99¢ 4,09:
88 0 11€ 411 23€ 851
0 0 0 0 1,312 1,312
0 0 0 0 2 2
0 0 0 0 0 0
$ 9% % 35¢ 11€ $ 2,57: $ 4,67: $ 7,81¢
$ 532 $ 543 213 $ 21,14C $ 1,79466 $ 1,821,88
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Accruing

Accruing Accruing Greater Total

30-59 Days 60-89 Days Than Financing
December 31, 201(2) Past Due Past Due 90 Days Nonaccrual Current Receivable:

(I'n thousands)

Construction and land developmi $ 3 $ 0 $ 0 $ 1,302 $ 66,14 $ 67,45(
Commercial real esta 684 34E 0 5,111 514,24 520,38.
Residential real esta 974 90¢ 16C 20,70¢ 569,99¢ 592,74¢
Commerical and financic 353 0 0 13 78,27( 78,63¢
Consume 33 27 0 541 44,11: 44,71
Other 0 0 0 0 28C 28(
Total $ 2,047 $ 1,281 $ 16C $ 27,67: $ 1,273,044 $ 1,304,20

(2) All purchased loans disclosed were acquired in 28dd were therefore not presented as part of et

Nonaccrual loans and loans past due ninety daymare were $21.1 million and $27.8 million at Decemi31, 2014 and 201
respectively. The reduction in interest income esged with loans on nonaccrual status was apprabéiy $1.9 million, $1.0 million, and $1
million, for the years ended December 31, 2014 32@hd 2012, respectively.

The Company utilizes an internal asset classificaBystem as a means of reporting problem and patgaroblem loans. Under t
Company’s risk rating system, the Company classifieoblem and potential problem loans as “Speciahntidn,” “Substandard,’anc
“Doubtful” and these loans are monitored on an ongoing b8sibstandard loans include those characterizetiébglistinct possibility that tl
Company will sustain some loss if the deficiencies not corrected. Loans classified as substanehand require a specific allowance,
generally does not exceed 30% of the principal ia Loans classified as Doubtful, have all the kmeases inherent in those classi
Substandard with the added characteristic thatvieknesses present make collection or liquidatiofull, on the basis of currently existi
facts, conditions and values, highly questionable immprobable. The principal balance of loanssifeexi as doubtful are generally charged
Loans that do not currently expose the Companyfficgent risk to warrant classification in one thfe aforementioned categories, but pos
weaknesses that deserve managersearitse attention are deemed to be Special Menfisk ratings are updated any time the situi
warrants.

Loans not meeting the criteria above are considevdoe passated loans and risk grades are recalculated at &mually by the lo:

relationship manager. The following tables preseatrisk category of loans by class of loans basethe most recent analysis performed i
December 31, 2014 and 2013:
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December 31, 201.

Pass

Special mentiol

Substandar

Doubtful

Nonaccrua

Pas-Troubled debt restructur
Troubled debt restructures

December 31, 201:

Pass

Special mentiol

Substandar

Doubtful

Nonaccrua

Pas-Troubled debt restructur:
Troubled debt restructures

Construction Commercial
& Land Commercial Residential and
Developmen Real Estate Real Estate  Financial Consumer Total
(I'n thousands)

$ 79,397 $ 797,93 $ 65551¢ $ 15528 $ 51,76« $ 1,739,89

1,81¢ 11,70¢ 54¢€ 992 59C 15,65

1,68¢ 15,32¢ 1,73¢ 1,002 45€ 20,20:

0 0 0 0 0 0]

1,96: 4,18¢ 14,797 0 191 21,14(

1,672 2,332 17 0 0 4,021

504 5,65¢ 14,28¢ 12C 40€ 20,97¢

$ 87,03¢ $ 837,14 $ 686,890 $ 157,39t $ 53,40¢ $ 1,821,88

Construction Commercial
& Land Commercial Residential and
Developmen Real Estate Real Estate  Financial Consumer Total
(I'n thousands)

$ 63,18¢ $ 485,26¢ $ 554,68: $ 77,840 $ 43,267 $ 1,224,224

58¢ 6,81( 824 382 30C 8,89¢

0 15,88t¢ 1,67( 24¢ 458 18,257

0 0 0 0 0 0

1,302 5,111 20,70¢ 13 541 27,67:

1,83¢ 5,58¢ 30 0 0 7,45%

541 1,72: 14,83¢ 15¢ 432 17,68:

$ 67,45( $ 520,38. $ 592,74t $ 78,63t $ 44,99¢ $ 1,304,20
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Note F Impaired Loans and Allowance for Loan Losse

During the twelve months ended December 31, 20dtdtal of newly identified TDRs was $5.5 milliasf,which $4.3 million were
accruing commercial real estate loans, $0.7 mili@ne accruing residential real estate mortgagesi@ad $0.1 million were accruing
construction and land development loans.

The following table presents loans that were medifivithin the twelve months ending December 314201

Pre- Post-
Modification Modification
Number Outstanding Outstanding Specific Valuation
of Recorded Recorded Reserve Allowance
Contracts Investment Investment Recorded Recorded

(In thousands)
Construction and lan

developmen $ 1 3 72 $ 71 $ 0 $ 1
Residential real esta 6 687 63¢€ 0 49
Commercial real estate 1 4,30( 3,97¢ 0 32t

8 $ 5,05¢ $ 4.68. $ 0 $ 37¢

No accruing loans that were restructured withinttirelve months ending December 31, 2014 defaultgihd the twelve months ended
December 31, 2014. The Company considers a lohawe defaulted when it becomes 90 or more daysglednt under the modified terms,
has been transferred to non-accrual status orédes thansferred to other real estate owned.

At December 31, 2014 and 2013, the Company's reddrd/estment in impaired loans (excluding purctdeans) and related valuation
allowance was as follows:

Impaired Loans
for the Year Ended December 31, 201

Unpaid Related Average Interest
Recorded Principal Valuation Recorded Income
Investment Balance Allowance Investment Recognized

(In thousands)
With no related allowance recorde

Construction and land developmt $ 1,82 % 2,23¢ $ 0 $ 2,08 $ 10€
Commercial real esta 3,087 4,60( 0 2,71: 2C
Residential real esta 11,89¢ 16,56: 0 11,36¢ 19¢
Commercial and financi: 12C 12C 0 11C 8
Consume 65 93 0 291 1
With an allowance recorde
Construction and land developmt 88¢ 931 15¢ 1,21: 81
Commercial real esta 8,35¢ 8,46¢ 52¢ 10,44¢ 461
Residential real esta 16,80« 17,69: 2,741 20,79 44k
Commercial and financi: 0 0 0 47 0
Consume 534 562 112 54z 25
Total:
Construction and land developmt 2,71C 3,17( 15¢ 3,29: 187
Commercial real esta 11,44¢ 13,06¢ 52¢ 13,15¢ 481
Residential real esta 28,70: 34,25¢ 2,741 32,15¢ 642
Commercial and financi: 12C 12C 0 157 8
Consumer 59¢ 65E 112 834 2€
$ 43577 $ 51,26¢ $ 3541 $ 49,60: $ 1,34¢

Impaired Loans
for the Year Ended December 31, 201

Unpaid Related Average Interest
Recorded Principal Valuation Recorded Income
Investment Balance Allowance Investment Recognizec

(In thousands)
With no related allowance recorde

Construction and land developm:e $ 2,561 $ 3,18 $ 0 $ 2,44¢ $ 10z
Commercial real esta 4,481 6,57 0 7,38: 28
Residential real esta 12,36¢ 17,37: 0 14,51: 81
Commercial and financic 1532 152 0 19 9



Consume 42¢E 56¢ 0 162 1¢
With an allowance recorde

Construction and land developm: 1,12( 1,197 14¢ 1,34 3€
Commercial real esta 7,937 8,04¢ 63¢€ 17,26« 39t
Residential real esta 23,36 24,76¢ 4,52¢ 22,89¢ 56¢€
Commercial and financic 13 13 13 1 1
Consume 54¢ 573z 11¢€ 571 23
Total:

Construction and land developm: 3,681 4,37 14¢ 3,79: 13¢
Commercial real esta 12,41¢ 14,62 63€ 24,64¢ 42¢
Residential real esta 35,73 42,13¢ 4,52¢ 37,41 647
Commercial and financic 16€ 16€ 13 2C 1C
Consumer 973 1,147 11¢€ 73< 42

$ 52,96¢ $ 62,44t $ 5,44¢ $ 66,60: $ 1,26(

Impaired loans also include loans that have beetlifrad in troubled debt restructurings where cos@mss to borrowers who experienced
financial difficulties have been granted. At DecemBl, 2014 and 2013, accruing TDRs totaled $25%ll®mand $25.1 million, respectively.

The average recorded investment in impaired loanthé years ended December 31, 2014, 2013 and284%$49,602,000, $66,603,000
and $96,439,000, respectively. The impaired loam®ewneasured or impairment based on the valuedsrlying collateral or the present value
of expected future cash flows discounted at the'toeffective interest rate. The valuation allowaigincluded in the allowance for loan los:

Interest payments received on impaired loans a@ded as interest income unless collection ofén@aining recorded investment is
doubtful at which time payments received are reedras reductions to principal. For the years emsgember 31, 2014, 2013 and 2012, the
Company recorded $1,345,000, $1,260,000 and $3064respectively, in interest income on impaileahis.

For impaired loans whose impairment is measureddan the present value of expected future casisflototal of $456,000, $1.1 millic
and $1.0 million, respectively, for 2014, 2013 @02 was included in interest income and repreghrtshange in present value attributab
the passage of time.

The nonaccrual loans and accruing loans past daeg®or more (excluding purchased loans) were5$B3)00 and $17,000, respectiv:
at December 31, 2014, $27,672,000 and $160,000ectgely at the end of 2013, and were $40,95540@0$1,000, respectively, at year-end
2012.

The purchased nonaccrual loans and accruing laastdpe 90 days or more were $2,576,000 and $323@€pectively, at December 31,
2014. There were no purchased loans prior to 2014.
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Activity in the allowance for loans losses (exchgliPCl loans) for the three years ended Decemhe2(BH, 2013 and 2012 are

summarized as follows:

December 31 , 201
Construction and land developm:e
Commercial real esta
Residential real esta
Commercial and financi:
Consumer

December 31, 201

Construction and land developm:
Commercial real esta
Residential real esta
Commercial and financic
Consumer

December 31, 201;

Construction and land developm:
Commercial real esta
Residential real esta
Commercial and financi:
Consumer

Net
Provision (Charge-

Beginning for Loan Charge- Offs) Ending
Balance Losses Offs Recoveries  Recoveries Balance
(In thousands)
$ 80¢ $ 13¢ ¢ (640 $ 41t $ (225 $ 722

6,16( (2,919 (39¢) 1,68 1,28¢ 4,52¢
11,65¢ (1,65)) (1,12¢) 90z (224 9,78¢

71C 697 (39§ 17¢ (228) 1,17¢

731 182 (193) 74 (119) 794

$ 20,06¢ $ (3,550 $ (2,755 $ 324¢ $ 48¢ $  17,00:
$ 1,13 $ 66 $ (6049 $ 21z $ (392 $ 80¢
8,84¢ (522 (2,719 547 (2,167) 6,16(
11,09( 3,27: (3,159 44¢ (2,709 11,65¢

46€ (24) (60) 32¢€ 26€ 71C

562 39t (25%) 26 (227) 731

$  2210: $ 318t $ (6,789 $ 1,56C $ (5229 $  20,06¢
$ 1,88 % 47¢) $ (612) $ 341 $ (27) $ 1,13¢
11,477 3,20¢ (8,539 2,702 (5,837) 8,84¢
10,96¢ 7,767 (8,38)) 73¢ (7,647 11,09(

402 288 (34€) 12¢ (217) 46€

837 15 (410 121 (289) 562

$ 25,56 $ 10,79¢ $ (18,289 $ 4,031 $ (1425) $ 22,10
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As discussed in Note A, "Significant Accounting ieigs," the allowance for loan losses is compodegpecific allowances for certain
impaired loans and general allowances groupeddato pools based on similar characteristics. The@oy's loan portfolio (excluding PCI
loans) and related allowance at December 31, 26d42813 is shown in the following tables.

Individually Evaluated for ~ Collectively Evaluated for

Impairment Impairment Total
Carrying Associated Carrying Associated Carrying Associated
December 31, 2014 Value Allowance Value Allowance Value Allowance

(In thousands)

Construction and land developmi $ 2,71C $ 15¢ % 82,76¢ $ 56 $ 85,47¢ $ 722
Commercial real esta 11,44¢ 52¢ 821,60¢ 3,99¢ 833,05! 4,52¢
Residential real esta 28,70: 2,741 657,34 7,04: 686,04¢ 9,78¢
Commercial and financi: 12C 0 155,96: 1,17¢ 156,08 1,17¢
Consumer 59¢ 112 52,80¢ 682 53,40 794

$ 43577 $ 3541 $ 1,770,49 $ 13,46¢ $ 1,814,07. $ 17,00

Individually Evaluated for Collectively Evaluated for

Impairment Impairment Total
Carrying Associated Carrying Associated Carrying Associated
December 31, 2013 Value Allowance Value Allowance Value Allowance

(In thousands)

Construction and land developmi $ 3,681 $ 14¢  $ 63,76¢ $ 65¢ $ 67,45( $ 80¢
Commercial real esta 12,41¢ 63€ 507,96 5,522 520,38: 6,16(
Residential real esta 35,73: 4,52¢ 557,01 7,131 592,74¢ 11,65¢
Commercial and financic 16€ 13 78,47( 697 78,63¢ 71C
Consumer 977 11€ 44.,02( 617 44,99 731

$ 52,96¢ $ 5,44¢ $ 1,251,23 $ 14,62: $ 1,304,200 $ 20,06¢

Loans collectively evaluated for impairment repdrét December 31, 2014 included loans acquired B&NKshares on October 1, 2014
that are not PCI loans. These loans are perfortogugs recorded at estimated fair value at the adépn date. The fair value adjustment for
loans acquired from BANKshares at the acquisitiatedvas approximately $11.2 million, or approxinha856% of the outstanding aggregate
loan balances. This amount, which represents théfir value discount of each PUL, is accretdd interest income over the remaining lives
of the related loans on a level yield basis, amdaias adequate at December 31,2014, and theredqueonision for loan loss was recorded
related to these loans at December 31, 2014. Tie below summarizes PCI loans that were indivigualaluated for impairment based on
expected cash flows.

PCI Loans Individually
Evaluated for Impairment

Carrying

December 31, 201. Value Associated Allowanc
Construction and land
developmen $ 1,557 $ 43
Commercial real esta 4,092 3
Residential real esta 851 18
Commercial and financi: 1,312 0
Consumer 2 0

$ 781 $ 64
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Note G Bank Premises and Equipment

Bank premises and equipment are summarized asviallo

Accumulated Net
Depreciation & Carrying
Cost Amortization Value

(In thousands)
December 31, 201

Premises (including land of $13,5¢ $ 59,47. $ (20,260 $ 39,21

Furniture and equipment 21,92: (16,049 5,87¢
$ 81,39f $ (36,309 $ 45,08t¢

December 31, 201

Premises (including land of $8,97 $ 4964° $ (20,519 $ 29,12¢

Furniture and equipment 22,13¢ (16,767) 5,37¢
$ 71,788 $ (37,280 $ 34,50¢
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Note H Goodwill and Acquired Intangible Asset:

Goodwill was a result of the Company's OctoberQiLLacquisition of The BANKshares, a whole bankuggitjon, and totaled $25,309,000 at
year end December 31, 20:

Acquired intangible assets consist of core depingibles ("CDI") and which are intangible ass@ising from the purchase of deposits
separately or from the acquistion of BANKsharese Thange in balance for CDI is

as follows:
2014 2013 2012
(In thousands)
Beginning of yea $ 71 $ 1,501 $ 2,28¢
Acquired CDI 7,76¢ 0 0
Amortization expense (1,039 (789) (78¢)
End of year $ 7,45¢ $ 71¢€ $ 1,501

The gross carrying amount and accumulated amddizaf the Company's intangible asset subject tortimation at December 31 is presentec
below.

2014 2013
Gross Gross
Carrying Accumulated Carrying Accumulated
Amount Amortization Amount Amortization
(In thousands)
Deposit base $ 17,26: $ (9,809 $ 9,49 $ (8,776
$ 17,26 $ (9,809 $ 9,49 $ (8,776

The annual amortization expense for the deposé baangible determined using the straight linehudtin each of the five years subsequel
December 31, 2014 is $1,260,000.
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Note | Borrowings

All of the Company's short-term borrowings were poised of federal funds purchased and securitilesisaler agreements to
repurchase with maturities primarily from overnighiseven days:

2017 201¢ 201z
(In thousands)
Maximum amount outstanding at any month $ 298,39¢ $ 165,77( $ 149,31¢
Weighted average interest rate at end of 0.1% 0.17% 0.21%
Average amount outstandil $ 171,96¢ $ 155,22: $ 141,59
Weighted average interest rate during the 0.17% 0.1&% 0.24%

During 2007, the Company obtained advances fronfréueral Home Loan Bank (FHLB) of $25,000,000 earciSeptember 25, 2007 and
November 27, 2007. The advances mature on SeptetBb2017 and November 27, 2017, respectively leawve fixed rates of 3.64 perce
and 2.70 percent at December 31, 2014, respectipajjable quarterly; the FHLB has a perpetual timeath option to convert the interest r
on either advance to an adjustable rate and thep@oynhas the option to prepay the advance shoal&tLB convert the interest rate.

Seacoast National has unused secured lines ot ofebil,259,345,000 at December 31, 2014.

The Company issued $20,619,000 in junior subordihdebentures on March 31 and December 16, 200fggmegate of $41,238,000.
These debentures were issued in conjunction wgHdimation of a Delaware and Connecticut trussgliry, SBCF Capital Trust I, and
SBCF Statutory Trust Il ("Trusts | and 1I") whicheh completed a private sale of $20.0 million offing rate preferred securities. On June
2007, the Company issued an additional $12,372/©thior subordinated debentures which was issn@njunction with the formation of a
Delaware trust subsidiary, SBCF Statutory Trust'Mrust IlI"), which completed a private sale dfZ50 million of floating rate trust preferred
securities. The rates on the trust preferred siesiare the 3-month LIBOR rate plus 175 basistgpthe 3-month LIBOR rate plus 133 basis
points, and the 3-month LIBOR rate plus 135 basiatp, respectively. The rates, which adjust e¥erge months, are currently 2.01 percent,
1.57 percent, and 1.59 percent, respectively, peura. The trust preferred securities have originafurities of thirty years, and may be
redeemed without penalty on or after June 10, 2BEdch 15, 2011, and September 15, 2012, respégtiveon approval of the Federal
Reserve or upon occurrence of certain events @ftetheir tax or regulatory capital treatment. Dimitions on the trust preferred securities are
payable quarterly in March, June, September ané&mber of each year. The Trusts also issued $619$81®,000 and $372,000, respectiv
of common equity securities to the Company. The@eds of the offering of trust preferred securitied common equity securities were used
by Trusts | and Il to purchase the $41.2 millionigr subordinated deferrable interest notes istyettie Company, and by Trust Ill to purch
the $12.4 million junior subordinated deferrableeiast notes issued by the Company, all of whickehiarms substantially similar to the trust
preferred securities.

As part of the October 1, 2014 BANKshares acquisithe Company acquired three junior subordinagdkdtures. Correspondingly, at
December 31, 2014 the Company has $5,155,000 at844800 of Floating Rate Junior Subordinated Dafde Interest Debentures
outstanding which are due December 26, 2032 andiMEF, 2034, and callable by the Company, at it®ppany time after December 26,
2007 and March 17, 2009. The rates on these tra&tnped securities are the 3-month LIBOR rate B2 basis points and the 3-month
LIBOR rate plus 279 basis points, respectively. fdtes, which adjust every three months, are ctiyr8b0 percent and 3.03 percent,
respectively, per annum. At December 31, 2014 i @any has $5,155,000 outstanding of Junior Subateldl Debentures due February 23,
2036. The interest rate was fixed at 6.37 perdeonugh February 2011 and thereafter, and the cotgterfloats quarterly at the three month
LIBOR rate plus 139 basis points. The junior submatéd debenture is redeemable in certain circumstaafter February 2011. The interest
rate was 1.62 percent at December 31, 2014. Theeghoee junior subordinated debentures in accaelanth ASU 803Business
Combinationshave been recorded at their acquisition date &lires which collectively is $3.5 million lower théace value and will be
amortized into interest expense over the remaiténm to maturity.

The Company has the right to defer payments ofésteon the notes at any time or from time to tforea period of up to twenty
consecutive quarterly interest payment periods.ddtite terms of the notes, in the event that unédain circumstances there is an event of
default under the notes or the Company has eléotddfer interest on the notes, the Company maywitit certain exceptions, declare or pay
any dividends or distributions on its capital steckpurchase or acquire any of its capital stockoADecember 31, 2014, 2013 and 2012, all
interest payments on trust preferred securitiegwarrent.

The Company has entered into agreements to guardr@eayments of distributions on the trust prefésecurities and payments of
redemption of the trust preferred securities. Unblese agreements, the Company also agrees, toalswated basis, to pay expenses and
liabilities of the Trusts other than those arisimgler the trust preferred securities. The obligetiof the Company under the junior subordin
notes, the trust agreement establishing the Trigguarantees and agreements as to expensaalalitieks, in aggregate, constitute a full and
conditional guarantee by the Company of the Tradtigations under the trust preferred securities.
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Note J Employee Benefits and Stock Compensation

The Companys profit sharing and retirement plan covers sulbstiyhall employees after one year of service aredudes a matching bene
feature for employees electing to defer the electportion of their profit sharing compensation. dddition, amounts of compensal
contributed by employees are matched on a percerttagis under the plan. The profit sharing andemnt contributions charged
operations were $1,198,000 in 2014, $807,000 ir828ad $771,000 in 2012.

The Company’s stock option and stock appreciatights plans were approved by the Compamnghareholders on April 25, 1991, April

1996, April 20, 2000, May 8, 2008 and May 23, 20IBe number of shares of common stock that mayraeted pursuant to the 1991 .
1996 plans shall not exceed 198,000 shares for glach pursuant to the 2000 plan shall not exc&®0 shares, pursuant to the 2008
shall not exceed 300,000 shares, and pursuanetah3 plan shall not exceed 1,300,000 sharesCbhngpany has granted options and s
appreciation rights (“SSARsYn 166,000, 187,000, and 158,000 shares for th&, 1986, and 2000 plans, respectively, through Bes 31
2014; no options or SSARs have been granted uhée2Q08 plan and 462,000 shares have been gramtied the 2013 plan. Under the 2
plan the Company issued 229,000 of restricted stoedkrds at $7.10 per share during 2011 and 15,086stricted stock awards at $8.10
share during 2012. Under the 2013 plan, the Compssued 195,000 of restricted stock units at $1p@&0share during 2013 and 28,00
restricted stock units at $10.19 per share durlt42 The restricted stock units allow the granteedrn 0160 percent of the target awarc
determined by two criteria, the Company’s attiex-earnings and its classified assets ratio. Agsjricted stock units that become eligible
vesting pursuant to the performance requiremerits/est by onethird on each of the first, second and third anrsages of the last day of 1
performance period, December 31, 2016, 2017 an@,2@&pectively. If the Company does not achiewetétiget performance goal for b
criteria by December 31, 2015, then none of th&iotsd stock units will vest and they will be feited. Under the plans, the options, s
awards, SSARs or restricted stock units’ exerciseepequals the common stosknarket price on the date of the grant. All option SSAR
issued after December 31, 2002 have a vestinggefidhree to five years and a contractual lifaesf years. All stock awards and restrit
stock units have a contractual life of three oefixears. To the extent the Company has treasurgslaaailable, stock options exercise
stock grants awarded may be issued from treasameslor, if treasury shares are insufficient, tbenfany can issue new shares. The Com
has a single share repurchase program in placepwsapon September 18, 2001, authorizing the réyase of up to 165,000 shares. On

20, 2014 the Company authorized an additional ZEDghares for the repurchase program; the maximumbar of shares that may yet
purchased under these programs is 237,000.
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The Company granted stock options totaling 4134l#es in 2014 and 49,000 shares in 2013 at weligivierage fair value per share of $.
and $3.10, respectively, but did not grant anylstutions or SSARs in 2012. Stock option fair vakieneasured on the date of grant usin
Black-Scholes option pricing model with market assumpgidDption pricing models require the use of highipjective assumptions, includ
expected price volatility, which when changed caaterially affect fair value estimates. Accordinglyge model does not necessarily provi
reliable single measure of the fair value of thenpany’s stock options or SSARs. The more significant mggions used in estimating the
value of stock options granted in 2014 include:edghted average riskee interest rate of 2.7 percent; no dividendsghied average expec!
life of 5 years; and a weighted average volatiifythe Company common stock of 17.0 percent. The 2014 estimfgiedvalue of stoc
options was not reduced by an estimate of forfeiexperience due to the relatively small pool otktoption recipients and short ves
terms.

The following table presents a summary of stockoopand SSARSs activity for the years ended DecerBheP014, 2013 and 2012:

Option or
SSAR Exercise Weighted Aggregate
Number of Price Average Intrinsic
Shares Per Shart Exercise Prict Value
Dec. 31, 201: 107,00( 85.40- 136.8( 107.1( 0
Grantec 0 0 0
Exercisec 0 0 0
Expired 0 0 0
Cancelled (20,000 85.40- 133.6( 113.3(
Dec. 31, 201: 87,00( 85.40- 136.8( 105.6( 0
Grantec 49,00( 11.0(¢ 11.0(
Exercisec 0 0 0
Expired (28,000 85.4( 85.4(
Cancelled (6,000 111.10-136.8( 113.57
Dec. 31, 201 102,00( 11.00- 133.6( 65.1( 0
Grantec 413,00( 10.54-10.97 10.67
Exercisec 0 0 0
Expired (11,500 112.0( 112.0(
Cancelled (10,500 11.00- 133.6( 50.5¢
Dec. 31, 201 493,00( 10.54-133.6( 18.7: 0

No stock options were exercised during 2014. Nadeilh tax benefits were realized from the exer@$stock options and no cash was utili
to settle equity instruments granted under stotlon@wards.

The following table summarizes information abowic&toptions outstanding and exercisable at Dece®ibe2014:

Options / SSARs Outstandil Options / SSARs Exercisable (Vesti
Weighted Average Weighted Weighted Average
Number of Remaining Number of Average Remaining Aggregate
Shares Contractual Life Shares Exercise Contractual Life Intrinsic
Outstanding in Years Exercisable Price in Years Value
493,00( 8.62 101,000 $ 49.7: 6.4¢ $ 188,00!
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At December 31, 2014, norested stock options after adjusting for poterfoafeiture experience outstanding at December 8142are ¢
follows:

Weighted Weighted
Average Remaining Average
Number of Remaining Weighted Unrecognized Remaining
Non-Vested Contractual Life Average Compensation Recognition
Stock Option: In Years Fair Value Cost Period in Year:
392,00( 9.17 $ 23z % 774,24 2.3¢

Since December 31, 2013, restricted stock award8bf000 shares were issued, 120,000 awards hatedvaend 9,000 awards were cance
Non-vested restricted stock awards totaling 170,000eshaere outstanding at December 31, 2014, 2,00@ than at December 31, 2013,
are as follows:

Number of

Non-Vested Remaining Weighted Average
Restricted Stock Unrecognized Remaining Recognition
Award Share: Compensation Co: Period in Year:

170,000 $ 1,114,00! 2.8t

During 2014, restricted stock units totaling 28,00&e issued, none were vested and 14,000 wereltethcNonvested restricted stock ur
totaling 191,000 were outstanding at December 814 2and are as follows:

Number of
Non-Vested Remaining Weighted Average
Restricted Stock Unrecognized Remaining Recognition
Units Compensation Co: Period in Year:

191,000 $ 1,929,00! 4.0C

In 2014, 2013 and 2012 the Company recognized 91029 ($798,000 after tax), $246,000 ($151,000r &fte) and $796,000 ($489,000 a
tax), respectively of non-cash compensation expense

No cash was utilized to settle equity instrumentnted under restricted stock awards. No compensatdst has been capitalized anc
significant modifications have occurred with regodhe contractual terms for stock options, SSARmestricted stock awards.
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Note K Lease Commitments

The Company is obligated under various noncandellaperating leases for buildings, and land. Minimeent payments under operating
leases are recognized on a straight-line basistbedaerm of the lease. At December 31, 2014, éutninimum lease payments under leases
with initial or remaining terms in excess of onayare as follows:

(In thousands)

2015 $ 3,89/
2016 3,68:
2017 3,281
2018 1,94t
2019 1,75k
Thereafter 11,49¢

$ 26,06:

Rent expense charged to operations was $4,06600@014, $3,878,000 for 2013, and $3,881,000 fdr22Certain leases contain provisions
for renewal and change with the consumer pricexinde
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Note L Income Taxe:!
The provision (benefit) for income taxes is asdofs:

Year Ended December 3:
2014 2013 2012
(In thousands

Current
Federal $ 31C $ 16C $ 0
State 12 7 7
Deferred
Federal 3,44( (30,540 0
State 782 (10,017 (7)
$ 454, $ (40,38) $ 0

The difference between the total expected tax litefe@imputed by applying the U.S. Federal tax cdt85% to pretax income in 2014,
2013 and 2012) and the reported income tax pravigienefit) relating to income (loss) before befi@me taxes is as follows:

Year Ended December 3:

2014 2013 2012
(In thousands
Tax rate applied to income (loss) before incomes $ 3,58: $ 4,061 $ (249
Increase (decrease) resulting from the effect
Nondeductible acquisition cos 554 0 0
Tax exempt interest on obligations of states ariigad subdivisions and bank
owned life insuranc (299) (14¥¢) (118
State income taxe (27¢) (259) (27)
Stock compensatic 92 4 28
Expiration of capital loss carryforwa 0 0 354
Other 92 38 53
Federal tax provision before valuation allowa 3,75( 3,69¢ 41
State tax provision before valuation allowance 794 74C 7€
Total income tax provisio 4,541 4,43¢ 117
Change in valuation allowance 0 (44,82) (117)
Income tax provision (benefit) $ 454¢ $ (40,389 $ 0

The net deferred tax assets (liabilities) are caseprof the following:

December 31

2014 2013
(In thousands

Allowance for loan losse $ 6,92¢ $ 8,13¢
Other real estate owne 1,56 89¢
Section 382 limitatiol 1,38: 0
Accrued stock compensatii 721 52¢
Federal tax loss carryforwa 38,70: 42,77¢
State tax loss carryforwa 7,46¢ 7,92¢
Alternative minimum tax carryforwat 2,13¢ 1,30¢
Net unrealized securities loss 3,03t 6,50:
Deferred compensatior 1,64 1,16¢
Accrued interest and fee incor 3,27( 0]
Other 7,42¢ 27%

Gross deferred tax assi 74,27" 69,51¢
Less: Valuation allowance 0 0

Deferred tax assets net of valuation allowa 74,27" 69,51¢
Depreciatior (1,339 (1,365
Deposit base intangib (2,97¢) (239)
Accrued interest and fee incor 0 (1,060
Other (3,16%) 0

Gross deferred tax liabilities (7,475 (2,658




Net deferred tax asse $ 66,80( $ 66,85¢
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At December 31, 2014, the Company's deferred tsgta®f $66.8 million consists of approximately $o@illion of net U.S. federal
deferred tax assets and $14.2 million of net steferred tax assets.

Management assesses the necessity of a valualtovaate recorded against deferred tax assets atreporting period. The determinat
of whether a valuation allowance for net defergedassets is appropriate is subject to considejatignent and requires an evaluation of all
positive and negative evidence. Based on an assassinall of the evidence, including favorablenting in asset quality and certainty
regarding the amount of future taxable income thatCompany forecasts, management concluded twasimore likely than not that its net
deferred tax assets will be realized based upamdutxable income. Management’s confidence inehézation of projected future taxable
income is based upon analysis of the Company’spiekle and its trending financial performancegliding credit quality. The Company
believes it can confidently and reasonably preftittre results of operations that result in taxabt®mme at sufficient levels over the future
period of time that the Company has available #dize its net deferred tax asset.

Management expects to realize the $66.8 millionahdeferred tax assets well in advance of thetstat carryforward period. At
December 31, 2014, approximately $38.7 million efedred tax assets relate to federal net operisgsges which will expire in annual
installments beginning in 2029 through 2032. Additlly, $7.5 million of the deferred tax assetatelto state net operating losses which will
expire in annual installments beginning in 202®tigh 2034. Tax credit carryforwards at Decembei2814 include federal alternative
minimum tax credits totaling $2.1 million which heaan unlimited carryforward period. Remaining defdrtax assets are not related to net
operating losses or credits and therefore, havexpoation date.

Prior to the third quarter of 2013, the Company waable to conclude that there was sufficient evideto support that the deferred tax
asset was more likely than not realizable and ppstt the reversal of its deferred tax asset valnallowance of $44.8 million. The deferred
tax asset valuation allowance was reversed afteathievement of operating results for the thirdrtgr and nine months of 2013 that
demonstrated the continuation of increasing incbefere tax results.

A valuation allowance could be required in futuegipds based on the assessment of positive andiveegaidence. Management'’s
conclusion at December 31, 2014 that it is morelyikhan not that the net deferred tax asset ofgbg#llion will be realized is based upon
estimates of future taxable income that are supddsy internal projections which consider histdrgerformance, various internal estimates
and assumptions, as well as certain external ditaf which management believes to be reasondtiiewmyh inherently subject to judgment. If
actual results differ significantly from the curterstimates of future taxable income, even if cduseadverse macro-economic conditions, a
valuation allowance may need to be recorded foresonall of the Company’s deferred tax assets. @ndmcrease to the deferred tax asset
valuation allowance could have a material adveffeeton the Company'’s financial condition and fesof operations.

The Company recognizes interest and penaltiepy@®priate, as part of the provisioning for incotaees. No interest or penalties were
accrued at December 31, 2014.

The Company has no unrecognized income tax bemeffisovisions due to uncertain income tax posgidrhe Internal Revenue Service
(IRS) examined the federal income tax returnsterytears 2006, 2007, 2008 and 2009. The IRS dignogose any adjustments related to this
examination. The following are the major tax juri$iins in which the Company operates and theestrtax year subject to examination:

Jurisdiction Tax Year
United States of Americ 2011
Florida 2011

Income taxes related to securities transactions %£81,000, $162,000 and $2,939,000 in 2014, 26d24a12,
respectively.
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Note M Noninterest Income and Expense

Details of noninterest income and expense follow:

Noninterest incom

Service charges on deposit accol
Trust fees

Mortgage banking fee

Brokerage commissions and fe
Marine finance fee

Interchange incom

Other deposit based EFT fe

BOLI Income

Other

Loss on sale of commercial lo
Securities gains, net

TOTAL

Noninterest expens

Salaries and wage

Employee benefit

Outsourced data processing cc
Telephone / data line
Occupancy

Furniture and equipmel
Marketing

Legal and professional fe

FDIC assessmen

Amortization of intangible:
Asset dispositions expen
Branch closures and new brand
Net loss on other real estate owned and repossasset
Other

TOTAL
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Year Ended December 3:

201¢ 201z 2012
(In thousands)
$ 6,95 $ 6,711 $ 6,24"
2,98¢ 2,711 2,27¢
3,051 4,17: 3,71(
1,61« 1,631 1,071
1,32( 1,18¢ 1,111
5,97 5,40¢ 4,501
34z 34z 33¢
252 0 0
2,24¢ 2,15¢ 2,191
24,74¢ 24,31¢ 21,44
0 0 (1,23%)
46¢ 41¢ 7,61¢
$ 2521 $ 24,73t $ 27,82¢
$ 35,13 $ 31,00¢ $ 29,93
8,77: 7,327 7,71(
8,781 6,372 7,38:
1,331 1,25 1,17¢
7,93( 7,17¢ 7,507
2,53t 2,33¢ 2,31¢
3,57¢ 2,33¢ 3,09t
6,871 2,45¢ 5,241
1,66( 2,601 2,80¢
1,03:¢ 78¢ 78¢
48¢ 74C 1,45¢
4,95¢ 0 63¢
31C 1,28¢ 3,461
9,98¢ 9,47: 9,02:
$ 93,36¢ $ 75,15 $ 82,54¢




Note N Shareholders' Equity

The Company has reserved 300,000 common sharesé@mnce in connection with an employee stock @selplan and 1,000,000
common shares for issuance in connection with gol@mee profit sharing plan. At December 31, 20haggregate of 183,360 shares and 0
shares, respectively, have been issued as a cdgutployee participation in these plans.

A 1 for 5 reverse stock split was effective as etBmber 13, 2013. Each five shares of the Compaagisnon stock was automatically
converted to one share of the Company's commok.smy fractional post-split shares as a resuthefreverse split were rounded up to the
nearest whole post-split share. Shareholders a€tmpany previously authorized the Board of Direxto approve a reverse stock split at the
annual meeting in May 2013. All share amounts Hzaen restated for all years presented.

In December 2008, in connection with the Troubles$ét Relief Program (TARP) Capital Purchase Progestablished as part of the
Emergency Economic Stabilization Act of 2008, tterPany issued to the U.S. Treasury Department (U&asury) 2,000 shares of Fixed
Rate Cumulative Perpetual Preferred Stock, Seri¢S@éries A Preferred Stock”) with a par value 630 per share and a 10-year warrant to
purchase approximately 117,925 shares of commai stioan exercise price of $31.80 per share. Thegeds received were allocated to the
preferred stock and additional paiddapital based on their relative fair values. ThaeSeA Preferred Stock initially paid quarterly diends a
a five percent annual rate that increased to nimegmt after five years on a liquidation prefereot$25,000 per share. Upon the request of th
U.S. Treasury, at any time, the Company agreedtier énto a deposit arrangement pursuant to whietSeries A Preferred Stock may be
deposited and depository shares may be issuedCdmpany registered the Series A Preferred Stoekwtrrant, the shares of common stock
underlying the warrant and the depository shafemyi, for resale under the Securities Act of 1938.March 28, 2012, the U.S. Treasury
publicly offered through an auction process theieistment in the Series A Preferred Stock. The@ucbncluded on April 3, 2012, thereby
transferring all of the U.S. Treasury's ownershiphie Series A Preferred Stock to third party inmes The warrant to purchase shares of
common stock was acquired by the Company on Map@0D2 for $81,000, including related expenses. @oebnber 31, 2013, the full amount
of the Series A Preferred Stock was redeemed &bp&650 million plus accrued dividends through tiae of redemption of $319,000 .

A common stock offering was completed during Noverm013 adding $75 million to capital, with approately $47 million (net of
issuance costs) received during November 2013$aBdnillion received in January 2014 from a singkeestor that was required to obtain
approval of the Federal Reserve Bank for its inmesit. Of the funds received, $50 million was utiizo redeem the Series A Preferred Stock
at December 31, 2013, with the remainder availtdyléuture growth and general corporate purposes.

Holders of common stock are entitled to one votespare on all matters presented to shareholdgysoailed in the Company’s Articles
of Incorporation. The Company implemented a divalezinvestment plan during 2007, issuing no shiroes treasury stock during 2014 and
2013.

The Company was subject to certain standards fecigive compensation while its preferred sharegwemed by the U.S. Treasury that
included (a) prohibiting “golden parachute” paynseas defined in the Emergency Economic Stabilinatict of 2008 (EESA) to senior
executive officers; (b) requiring recovery of argngensation paid to senior executive officers basedriteria that is later proven to be
materially inaccurate; (c) prohibiting incentivengpensation that encourages unnecessary and exxesgiv that threaten the value of the
financial institution, and (d) accepting restrictsoon the payment of dividends and the repurchiasseromon stock. Seacoast believes it
complied with all TARP standards and restrictionsirth the time the Company was a participant.
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Required Regulatory Capital

Minimum To Be Well Capitalize

Minimum for Capital Under Prompt Corrective Action
Adequacy Purpos Provisions
Amount Ratio Amount Ratio Amount Ratio

(Dollars in thousands
SEACOAST BANKING CORP
(CONSOLIDATED)

At December 31, 201«

Total Capital (to ris-weighted asset: $ 322,76 16.22% $ 158,90: > 8.0(% N/A N/A

Tier 1 Capital (to ris-weighted asset: 305,66! 15.3¢ 79,45 >4.0(% N/A N/A

Tier 1 Capital (to adjusted average ass 305,66! 10.3: 124,73: >4.0(% N/A N/A
At December 31, 201:

Total Capital (to ris-weighted asset: $ 227,31 16.8¢% $ 107,75 > 8.0(% N/A N/A

Tier 1 Capital (to ris-weighted asset: 210,43: 15.62 53,87¢ >4.0(% N/A N/A

Tier 1 Capital (to adjusted average ass 210,43: 9.5¢ 92,23¢ >4.0(% N/A N/A

SEACOAST NATIONAL BANK
(A WHOLLY OWNED BANK

SUBSIDIARY)

At December 31, 201:
Total Capital (to ris-weighted asset: $ 284,55 14.32% $ 158,92! >8.0% $ 198,65t >10.0(%
Tier 1 Capital (to ris-weighted asset: 267,45! 13.4¢€ 79,46 >4.0(% 119,19 > 6.0(%
Tier 1 Capital (to adjusted average ass 267,45! 9.04 118,40¢ >4.0(% 148,01: >5.0(%

At December 31, 201:
Total Capital (to ris-weighted asset: $ 225,10: 16.7% $ 107,57: >8.0(% $ 134,46: > 10.0(%
Tier 1 Capital (to ris-weighted asset: 208,25: 15.4¢ 53,78¢ >4.0(% 80,67¢ >6.0(%
Tier 1 Capital (to adjusted average ass 208,25: 9.51 87,63¢ >4.0(% 109,54! >5.0(%

N/A - Not Applicable

The Company is subject to various regulatory chpéguirements administered by the federal bankiggncies. Failure to meet minimum
capital requirements can initiate certain mandatangl possibly additional discretionary, actiongdyulators that, if undertaken, could have a
direct material effect on the Company's financiateaments. Under capital adequacy guidelines amdetulatory framework for prompt
corrective action, the Company must meet specéjital guidelines that involve quantitative measwgthe Company's assets, liabilities and
certain off-balance sheet items as calculated uregdpratory accounting practices. The Company'&asgmounts and classification are also
subject to qualitative judgments by the regulatdorsut components, risk weightings, and other factor

Quantitative measures established by regulati@nsure capital adequacy require the Company totaiaiminimum amounts and ratios
of total and Tier 1 capital (as defined in the datjans) to risk-weighted assets (as defined) dnbier 1 capital to average assets (as defined).
Management believes, as of December 31, 2014t{ltea@ompany meets all capital adequacy requirententfich it is subject.

The Company is well capitalized under the regulafamework for prompt corrective action. To beegairized as well capitalized, the

Company must maintain minimum total risk-basedr Tieisk-based and Tier 1 leverage ratios as st &bove. At December 31, 2014, the
Company’s deposit-taking bank subsidiary met th@tahand leverage ratio requirements for well tajzed banks.

160




Note O
Seacoast Banking Corporation of Florida
(Parent Company Only) Financial Information

Balance Sheets

ASSETS
Cash
Securities purchased under agreement to resellsultbidiary bank, maturing within 30 de
Investment in subsidiarie
Other assets

LIABILITIES AND SHAREHOLDERS' EQUITY
Subordinated del
Other liabilities
Shareholders' equity
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December 31

2014 2013

(In thousands)
48C $ 91¢
37,83¢ 79z
341,30: 250,03:
0 492
379,61t $ 252,23
64,58: $ 53,61(
2,38: 23
312,65: 198,60:
379,61t $ 252,23




Statements of | ncome (L oss)

Year Ended December 3:
2014 2013 2012
(In thousands)

Income
Dividends from subsidiary Bar $ 0 $ 0 $ 0
Interest/other 43 28 29
43 28 29
Interest expens 1,05: 95¢ 1,057
Other expenses 1,00( 45( 57&
Loss before income tax benefit and equity in umitigted income of subsidiarit (2,010 (1,380 (1,609
Income tax benefit (704) (2,28) 0
Income (loss) before equity in undistributed inconfisubsidiarie! (1,30€) 901 (1,607%)
Equity in undistributed income of subsidiaries 7,002 51,08¢ 89:¢
Net income (loss $ 569 $ 51,98¢ $ (710
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Statement of Cash Flows

Year Ended December 3:
2014 2013 2012
(In thousands)

Cash flows from operating activitir

Interest receive $ 43 3 5 % 7
Interest paic (1,05%) (957) (1,04%)
Dividends receive: 24 23 22
Income taxes received (pai 573 1,79i (32
Other (964) (494) (703)
Net cash provided by (used in) operating activi (1,382) 374 (1,75))

Cash flows from investing activitie
Decrease (increase) in securities purchased ugdeement to resell, maturing witl

30 days, net (37,04 2,13( 422
Net cash provided by (used in) investment actis (37,049 2,13( 422
Cash flows from financing activitie

Issuance of common stock, net of related exp 24,63" 46,97° 0

Subordinated debt increa 13,20¢ 0 0

Repurchase of stock warrants, including relatecepgg 0 0 (82)

Stock based employment ple 142 19C 19¢

Redemption of preferred sto 0 (50,000 0

Dividends paid on preferred shares 0 (2,819 (2,500
Net cash provided by (used in) financing activi 37,98" (5,652 (2,385
Net change in cas (439 (3,149 (3,719
Cash at beginning of year 91¢ 4,06 7,781
Cash at end of year $ 48C $ 91¢ $ 4,067
RECONCILIATION OF INCOME (LOSS) TO CASH USED IN OIRATING

ACTIVITIES

Net income (loss $ 5,69¢ $ 51,98¢ $ (710

Adjustments to reconcile net income (loss) to mshcused in operating activitie

Equity in undistributed income of subsidiar (7,0072) (51,089 (893)

Other, net (76) (527) (14¢€)
Net cash provided by (used in) operating activi $ (1,387 $ 374 $ (1,75
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Note P
Contingent Liabilities and Commitments with Off-Balance Sheet Risk

The Company and its subsidiaries, because of theenaf their business, are at all times subjectumerous legal actions, threatene
filed. Management presently believes that nondeflégal proceedings to which it is a party arelfiko have a materially adverse effect or
Company’s consolidated financial condition, or @iy results or cash flows.

The Company's subsidiary bank is party to finaniciatruments with off balance sheet risk in thenmalr course of business to meet
financing needs of its customers. These finanasttiments include commitments to extend credifdiy letters of credit, and limited part
equity commitments.

The subsidiary bank’s exposure to credit loss ia #vent of norperformance by the other party to the financialtruimeent fo
commitments to extend credit and standby lettexs@dit is represented by the contract or notiamabunt of those instruments. The subsic
bank uses the same credit policies in making comanits and standby letters of credit as they doffidoalance sheet instruments.

Commitments to extend credit are agreements to teral customer as long as there is no violatiomrof condition established in 1
contract. Commitments generally have fixed expiratilates or other termination clauses and may regayment of a fee. Since many of
commitments are expected to expire without beingwdr upon, the total commitment amounts do not rezcég represent future ce
requirements. The subsidiary bank evaluates eastorner's creditworthiness on a caseehge basis. The amount of collateral obtaine
deemed necessary by the bank upon extension af,dsetlased on management's credit evaluatiom@fcbunterparty. Collateral held va
but may include accounts receivable, inventoryjmgent, and commercial and residential real es@fe¢he $238,130,000 in commitment:
extend credit outstanding at December 31, 2014,6883000 is secured by4lfamily residential properties for individuals tviapproximatel
$10,052,000 at fixed interest rates ranging froBb 3o 5.125%.

Standby letters of credit are conditional committeaasued by the subsidiary bank to guarantee ¢hi@nmance of a customer to a tt
party. These instruments have fixed terminatioeslaind most end without being drawn; therefore; tittenot represent a significant liquic
risk. Those guarantees are primarily issued to sdggublic and private borrowing arrangements,udelg commercial paper, bond financi
and similar transactions. The credit risk involwmedssuing letters of credit is essentially the saams that involved in extending loan facilitie
customers. The subsidiary bank holds collaterapasttng these commitments for which collateral éeiched necessary. The extent of colla
held for secured standby letters of credit at Ddmmm31, 2014 and 2013 amounted to $2,617,000 ajA@3®00 respectively.

Unfunded limited partner equity commitments at Deber 31, 2014 totaled $3,715,000 that the Compasycbhmmitted to small busin
investment companies under the SBIC Act to be ts@rovide capital to small businesses.
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December 31
2014 2013
(In thousands)

Contract or Notional Amour
Financial instruments whose contract amounts reptesedit risk
Commitments to extend cret $ 238,13( $ 135,05t

Standby letters of credit and financial guaranteeten:

Securel 2,68¢ 2,722
Unsecure 20C 8
Unfunded limited partner equity commitment 3,71¢ 3,74¢

The Companys subsidiary bank renewed its contract for outsediatata services on December 31, 2012 for a pefifide years an
six months which requires a minimum payment fotye@rmination without cause as follows:

Year Ended (In thousands)
2014 $ 11,821
2015 8,444
2016 5,06€
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Note Q Supplemental Disclosures for Consolidated &ements of Cash Flows

Reconciliation of Net Income (Loss) to Net Cashvted by Operating Activities for the three yeansled:

Net income (loss
Adjustments to reconcile net income (loss) to mshc(used) provided by
operating activitie:

Depreciatior

Net amortization of premiums and discounts on sges
Accretion of purchase accounting loan discc
Other amortization and accreti

Change in loans available for sale,

Provision (recpature) for loan losses,

Deferred tax benef

Gain on sale of securitit

Gain on sale of loar

Loss on sale or write down of foreclosed as
Writedown on loan available for se

Loss on branch closures and disposition of equigi
Stock based employee benefit expe

Earnings on bank owned lif insurar

Change in interest receivat

Change in interest payat

Change in prepaid expens

Change in accrued tax

Change in other asse

Change in other liabilities

Net cash provided (used) by operating activi

Supplemental disclosure of non cash investing diets.

Fair value adjustment to securities

Transfers from loans to other real estate owned

Transfers from loans to loans available for sale

Matured securities recorded as a recievable

Securities principal receivable recorded in ottssets
Transfer from securities held for investment toilade for sale
Transfer from securities available for sale to Heldnvestment
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Year Ended December 31

2014 2013 2012
(In thousands)
5,69¢ $ 51,98¢ $ (710)
3,26¢ 2,77¢ 2,821
2,35: 3,88: 4,74
(750) 0 0
494 (172) 2C
1,75¢ 22,18¢ (20,149
(3,486) 3,18¢ 10,79¢
0 (40,557 @)
(46¢) (419 (7,619
(419 (455) (81€)
31C 1,29¢ 3,54¢
0 0 1,23¢
4,49: 1 774
1,29¢ 24¢€ 79€
(219 0 0
(2,769 16C 861
8417 (27 (524)
(597) 4,562 2,607
4,29¢ (102) (190)
3,17¢ 792 (83%)
2,66( 49¢ 581
21,94¢ $ 49,85, $ (2,062)
8,98t $ (21,95) $ (3,407
4,78¢ 5,087 14,06
0 37¢ 10,32:
0 0 3,10(
101 15¢ 0
0 13,81¢ 0
158,78: 0 0




Note R
Fair Value

Fair Value Instruments Measured at Fair Value

In certain circumstances, fair value enables then@amy to more accurately align its financial perfance with the market value
actively traded or hedged assets and liabilitiesr #alues enable a company to mitigate the @eocmromic earnings volatility caused fr
financial assets and financial liabilities beingread at different bases of accounting, as welt@snore accurately portray the active
dynamic management of a companpalance sheet. ASC 820 provides additional geléor estimating fair value when the volume anabl
of activity for an asset or liability has signifittdy decreased. In addition, it includes guidanceidentifying circumstances that indicat
transaction is not orderly. Under ASC 820, fairneameasurements for items measured at fair valug r@curring and nonrecurring basi
December 31, 2014 and 2013 included:

Quoted Prices il Significant Othe Significant Othe
Fair Value Active Markets fo Observable Unobservabil¢

Measurement Identical Asset: Inputs Inputs
(Dollars in thousands) December 31, 20: Level 1 Level 2 Level 3
Available for sale securities (: $ 741,37 $ 3,89¢ $ 737,47t $ 0
Loans available for sale (. 12,07¢ 0 12,07¢ 0
Loans (1) 10,40¢ 0 8,32/ 2,08t
OREO (2) 7,46: 0 1,46¢ 5,99/

Quoted Prices il Significant Othe Significant Othe
Fair Value Active Markets fo ~ Observabile Unobservabilt

Measurement Identical Asset: Inputs Inputs
(Dollars in thousands) December 31, 20: Level 1 Level 2 Level 3
Available for sale securities (: $ 641,61. $ 10C $ 641,51. $ 0
Loans available for sale (. 13,83: 0 13,83 0
Loans (1) 17,32 0 10,32t 6,99¢
OREO (2) 6,86( 0 1,301 5,55¢

(1) See Note E. Nonrecurring fair value adjustmémisans identified as impaired reflect full orfia write-downs that are based on the loan’.
observable market price or current appraised vallee collateral in accordance with ASC 310.

(2) Fair value is measured on a nonrecurring basiscordance with ASC 360.

(3) See Note D for further detail of recurring fa@lue basis of individual investment categories.

(4) Recurring fair value basis determined usingeokeble market data.

The fair value of impaired loans which are not bied debt restructurings is based on recent réafeeappraisals less estimated costs of
sale. For residential real estate impaired logmgraased values or internal evaluation are baseatdi@comparative sales approach. These
impaired loans are considered level 2 in the falug hierarchy. For commercial and commercial esgdte impaired loans, evaluations may
either a single valuation approach or a combinatioapproaches, such as comparative sales, costrandome approach. A significant
unobservable input in the income approach is ttimated capitalization rate for a given piece dfateral. At December 31, 2014 the range of
capitalization rates utilized to determine fairuabf the underlying collateral averaged approxatyad.2%. Adjustments to comparable sales
may be made by an appraiser to reflect local marteatliitions or other economic factors and may tésudhanges in the fair value of an asset
over time. As such, the fair value of these immhloans is considered level 3 in the fair valugdmehy.
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Fair value of available for sale securities aredained using valuation techniques for individumddéstments as described in Note A.

When appraisals are used to determine fair valddlaappraisals are based on a market approacfaittvalue of OREO is classified as
level 2. When the fair value of OREO is based gpraigals which require significant adjustments trket-based valuation inputs or apply an
income approach based on unobservable cash flbevdair value of OREO is classified as Level 3.

Transfers between levels of the fair value hierpiafe recognized on the actual date of the eveoircmmstances that caused the transfer
which generally coincides with the Company's mon#énid/or quarter valuation process.

During 2014, there were no transfers between Igweid level 2 assets carried at fair value.
For loans classified as level 3 the transfers faléol $0.5 million consisting of loans that becampaired during 2014. Transfers out

consisted of charge offs of $0.2 million, and Idareclosures migrating to OREO and other reduct{gmduding principal payments) totaling
$5.2 million. No sales were recorded.
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Charge-offs recognized upon loan foreclosures aneiglly offset by general or specific allocatiafishe allowance for loan losses and
generally do not, and did not during the reportedquls, significantly impact the Company's prowisfor loan losses.

For OREO classified as level 3 during 2014 trarsséert totaled $2.3 million consisting of valuatiwrite-downs of $0.3 million and sales
of $2.0 million, and transfers in consisted of fdosed loans totaling $2.9 million.

The carrying amount and fair value of the Compaatfigr significant financial instruments that aot measured at fair value on a
recurring basis in the balance sheet as of DeceBiberas follows:

Quoted Prices il Significant Othe Significant Othe

Carrying Active Markets fo  Observable Unobservabils
Amount Identical Asset: Inputs Inputs
December 31, 20: Level 1 Level 2 Level 3
(In Thousands
Financial Asset
Securities held to maturil $ 207,90 $ 0% 207,90: $ 0
Loans, ne 1,794,40! 0 0 1,814,74
Financial Liabilities
Deposits 2,416,53 0 0 2,417,35!
Borrowings 50,00( 0 52,73¢ 0
Subordinated del 64,58 0] 53,86: 0
Quoted Prices il Significant Othe Significant Othe
Carrying Active Markets fo  Observable Unobservabils
Amount Identical Asset: Inputs Inputs
December 31, 20: Level 1 Level 2 Level 3
(In Thousands
Financial Asset
Securities held to maturil $ 0% 0% 0% 0
Loans, ne 1,266,811 0 0 1,272,89.
Financial Liabilities
Deposits 1,806,04! 0 0] 1,807,18:
Borrowings 50,00( 0 53,85¢ 0
Subordinated del 53,61( 0] 42,88¢ 0
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The short maturity of Seacoast’'s assets and lisdslresults in having a significant number of fioi@l instruments whose fair value
equals or closely approximates carrying value. Singincial instruments are reported in the follogvivalance sheet captions: cash and cash
equivalents, interest bearing deposits with otlakis, federal funds purchased and securities smldriagreement to repurchase, maturing
within 30 days.

The following methods and assumptions were usestimate the fair value of each class of finanicistrument for which it is
practicable to estimate that value at Decembef@14 and 2013:

Securities U.S. Treasury securities are reported at faineaitilizing Level 1 inputs. Other securities agparted at fair value utilizin
Level 2 inputs. The fair value measurements congiliservable data that may include dealer quotaskehspreads, cash flows, the U.S.
Treasury yield curve, live trading levels, trade@xtion data, market consensus prepayment speedg,information and the borglterms an
conditions, among other things.

The Company reviews the prices supplied by thegaddent pricing service, as well as their undegypricing methodologies, for
reasonableness and to ensure such prices aredaligtietraditional pricing matrices. In generaletGompany does not purchase investment
portfolio securities that are esoteric or that hawwmplicated structure. The Company’s entirefpliotconsists of traditional investments, the
majority of which are U.S. Treasury obligationsjdeal agency bullet or mortgage pass-through s#&siror general obligation or revenue
based municipal bonds. Pricing for such instruméntsirly generic and is easily obtained. The failue of the collateralized loan obligations
are determined from broker quotes. From time tetithe Company will validate, on a sample basisgprsupplied by brokers and the
independent pricing service by comparison to pratgained from other brokers and third-party sosimederived using internal models .

Loans: Fair values are estimated for portfolios of loarith similar financial characteristics. Loans asgregated by type such as
commercial, mortgage, etc. Each loan categoryrtbdén segmented into fixed and adjustable rateéstderms and by performing and
nonperforming categories. The fair value of loansept residential mortgages, is calculated byodisting scheduled cash flows through the
estimated maturity using estimated market discoatess that reflect the credit and interest ratesrisherent in the loan. For residential
mortgage loans, fair value is estimated by disdagntontractual cash flows adjusting for prepaynasstumptions using discount rates based
on secondary market sources. The estimated faievalnot an exit price fair value under ASC 82@&wtkhis valuation technique is used.

Loans held for saleFair values are based upon estimated values tedeéved from independent third party purchasers.
Deposit Liabilities: The fair value of demand deposits, savings adsoammd 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 @m@ount payable on demand at the reporting date faihvalue of fixed rate
borrowings is estimated using the rates currerftfigred for borrowings of similar remaining matuei

Subordinated debtThe fair value of the floating rate subordinatistbt is estimated using discounted cash flow arglgstimates of the
Company’s current incremental borrowing rate fonikdr instruments and dealer quotes for similartdeb
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Note S Earnings Per Share

Basic earnings per common share were computedvidirty net income (loss) available to common shalddrs by the weighted average
number of shares of common stock outstanding dahiagear.

The number of shares utilized to compute earnimgsbpare for the years ended December 31, 2018,881 2012, have been restated to
reflect a 1 for 5 reverse stock split effective Braber 13, 2013.

In 2014, 2013, and 2012, options and warrants tohase 293,000, 102,000, and 87,000 shares, respgctvere antidilutive and
accordingly were excluded in determining dilutech@zgs per share.

Year Ended December 31
Net Income Per Share
(Loss) Shares Amount
(Dollars in thousands,
except per share data

2014
Basic Earnings Per She

Income available to common shareholders $ 5,69¢ 27,538,95 $ 0.21
Diluted Earnings Per Sha

Employee restricted stock (See Note J) 177,94(

Income available to common shareholders plus as$woeversions $ 5,69¢ 27,716,89 $ 0.21
2013
Basic Earnings Per She

Income available to common shareholders $ 47,91¢ 19,449,566 $ 2.4¢
Diluted Earnings Per Sha

Employee restricted stock (See Note J) 200,44!

Income available to common shareholders plus asswmeversions $ 47,91¢ 19,650,000 $ 2.44
2012
Basic and diluted Earnings Per Sh

Loss available to common shareholders $ (4,45%) 18,748,75 $ (0.2¢)
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Note T
Business Combinations

The Company, through its subsidiary bank, purchd$edlBANKshares Inc. (“BANKsharesih Winter Park, Florida on October 1, 20
The acquisition related costs were approximatel@&H,000 and these expenses are reported in n@shexpenses in the consolidated
statement of income. As a result of this acquisjtibe Company expects to further solidify its nesrghare in the Florida market, expand its
customer base to enhance deposit fee income, @achtge operating costs through economies of scale.

The Company acquired 100% of the outstanding comstook of BANKshares. Each share of BANKshares commstock wa
exchanged for 0.4975 shares of the Company’s constaok. Based on the closing price of the Compaiegmmon stock on September
2014, the resulting purchase price was $76.8 milliche table below summarizes the purchase priceletion.

September 3(
2014
Number of shares of BANKshares common stock oudihar 12,644,76
BANKSshares preferred shares that convert to BANKsthi@ommon shares upon a change in co 1,476,66
Total BANKshares common shares including conversigpreferred share 14,121,42
Per share exchange ra 0.497¢
Number of shares of common stock iss 7,025,40:
Multiplied by common stock price per share on Sexfter 30, 201- $ 10.9¢
Total purchase pric 76,787,70

The table below presents information with respecthe fair value of acquired loans, as well asrthepaid principal balance Bbok
Balance”) at acquisition date.

Oct. 1, 201
(Dollars in thousands Book Balance Fair Value

Loans:

Single family residential real este $ 50,76¢ $ 49,18:
Commercial real esta 229,85¢ 224,83
Construction/development/lat 30,99 27,57¢
Commercial loan 52,45¢ 51,47¢
Consumer and other loa 3,641 3,56¢
Purchased cre-impaired 11,08 8,71
Total loans $ 378,81 $ 365,36.

Pro-forma information

Pro-forma data for the years ending December 314 2dhd 2013 listed in the table below presentsfgnma information as if tt
acquisition occurred at the beginning of 2013.

Year ended December &

(Dollars in thousands, except per share amounts) 2014 2013

Net interest incom $ 91,38: $ 86,40:
Net income available to common shareholc 9,89: 54,09¢
EPS- basic $ 03C $ 2.0
EPS- diluted $ 03C $ 2.0z

The following table summarizes the fair valueshaf aissets acquired and liabilities assumed atateead acquisition.

October 1
Date of acquisitiol 2014
(in thousands

Assets:

Cash and cash equivale $ 110,991
Loans 365,36
Securities available for sa 85,35!
Bank premise 12,25¢
Other real estate ownt 2,19¢
Core deposit intangibl 7,76¢
Goodwill 25,30¢

Other assets 17,64:




Total assets acquired

$ 626,89:
Liabilities:
Deposits $ 516,29
Subordinated del 10,93(
Repurchase agreeme! 18,47¢
Other liabilities 4,39¢
Total liabilities assumed $ 550,10:

The acquisition was accounted for under the adiprismethod of accounting in accordance with AS@IiT@05,Business
Combinations Both the purchased assets and liabilities asswareetecorded at their respective acquisition thtevalues. Determining the

fair values of assets and liabilities, especidily lban portfolio and foreclosed real estate,deraplicated process involving significant
judgment regarding methods and assumptions usemidolate estimated fair value

For the loans acquired we first, segregated alliaed loans with specifically identified credit @@éncy factor(s). The factors we
considered to identify loans as Purchase Credialred (“PCI”) loans were all acquired loans thatevweon-accrual, 60 days or more past due
designated as Trouble Debt Restructured (“TDR'aded “special mention” or “substandard.” . Thessfowere then evaluated to determine

estimated fair values as of the acquisition dagerefuired by generally accepted accounting priesjpve are accounting for these loans
pursuant to ASC Topic 310-30.
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Second, for those loans without specifically idfied credit deficiency factors are referred to ascRased Unimpaired Loans (“PULS")
for disclosure purposes. These loans were themateal to determine estimated fair values as ohdagisition date. Although no specific cre
deficiencies were identifiable, we believe theranselement of risk as to whether all contractaahcflows will be eventually received. Factors
that were considered included the economic envientrhoth nationally and locally as well as the esthte market particularly in Florida.

Based on management’s estimate of fair value, eatlte PUL’s were assigned a discount credit méfk.have applied ASC Topic 310-20
accounting treatment to PULSs.

The operating results of the Company for the yeded December 31, 2014 includes the operatingtsesitthe acquired assets and
assumed liabilities since the acquisition date cfoDBer 1, 2014.
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LIST OF SUBSIDIARIES

The Company had the following subsidiaries as efdhte of this report:

EXHIBIT 21

NAME INCORPORATED
1. Seacoast National Bai United State:
2. FNB Insurance Services, Inc (inacti Florida

3. South Branch Building, In Florida

4. TCoast Holdings, LLC Florida

5. BR West, LLC Florida

6. TC Property Venture, LL( Florida

7. SBCF Capital Trust Delaware

8. SBCF Statutory Trust | Connecticu
9. SBCF Satutory Trust Il Delaware
10. BF Realty Florida

11. BankFIRST Capital Trust Delaware
12. BankFIRST Statutory Trust Connecticu
13. BankFIRST Statutory Trust | Delaware

14. CBF

United State:




Exhibit 23.1
Consent of Independent Registered Public Accountingirm

The Board of Directors
Seacoast Banking Corporation of Florida:

We consent to the incorporation by reference inrdggstration statements on Form S-8 (Nos. 33-22838&25627, 333-161014, 3388290
333-190507, 333-49972, 333-198682 and 333-15298d)Frm S-3 (Nos. 333-185660, 333-194712 and ZBBE37) of Seacoast Bank
Corporation of Florida and subsidiaries (the Conypanf our report dated March 17, 2014, with resgedhe consolidated balance sheet o
Company as of December 31, 2013, and the relatedotidated statements of income, comprehensiveniec@loss), cash flows, a
shareholders’ equity for each of the years in the-year period ended December 31, 2013, which regapears in the December 31, 2

annual report on Form 10-K of the Company.
KPMes LLP

March 16, 2015
Miami, Florida
Certified Public Accountants




Exhibit 23.2
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference inrélggstration statements on Form S-8 (Nos. 33-2283&5627, 333-161014, 333-188290,
333-190507, 333-49972, 333-198682 and 333-1529%1 Farm S-3 (Nos. 333-185660, 333-194712 and 383-2D) of Seacoast Banking
Corporation of Florida (the Company) of our repated March 16, 2015, with respect to the constditlhalance sheet of the Company as of
December 31, 2014, and the related consolidatéenséats of income, comprehensive income (lossh flaws, and shareholders’ equity for
the year ended December 31, 2014, and the effeetbgeof internal control over financial reportimdnich report appears in the December 31,
2014 annual report on Form 10-K of the Company.

/s/ Crowe Horwath LLF
Crowe Horwath LLF

Fort Lauderdale, Florida
March 16, 2015




EXHIBIT 31.1

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

[, Dennis S. Hudson, lll, certify that:

1.

2.

| have reviewed this annual report on Forr-K of Seacoast Banking Corporation of Flori

Based on my knowledge, this report does not cordaiy untrue statement of a material fact or omistate a material fe
necessary to make the statements made, in lighteafircumstances under which such statements made, not misleading wi
respect to the period covered by this ref

Based on my knowledge, the financial statementd, @her financial information included in this repdairly present in a
material respects the financial condition, resaftsperations and cash flows of the registrantfaamd for, the periods presen
in this report;

The registrans other certifying officer(s) and | are responsitoleestablishing and maintaining disclosure cdstemd procedur:
(as defined in Exchange Act Rules 13a-15(e) and1B§d)) and internal control over financial repaogtifas defined in Exchan
Act Rules 13-15(f) and 15-15(f)) for the registrant and hav

a.

Designed such disclosure controls and proceduregused such disclosure controls and procedures tiesigned unc
our supervision, to ensure that material infornmatielating to the registrant, including its condatied subsidiaries,
made known to us by others within those entitiestigularly during the period in which this rep@teing preparec

Designed such internal control over financial reéipgr, or caused such internal control over finahoégorting to b
designed under our supervision, to provide readenassurance regarding the reliability of finanaigborting and tt
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

Evaluated the effectiveness of the registemtisclosure controls and procedures and presentdadis report oL
conclusions about the effectiveness of the disceosantrols and procedures, as of the end of thiegeovered by th
report based on such evaluation;

Disclosed in this report any change in the tegms's internal control over financial reporting thatcoored during th
registrant's most recent fiscal quarter (the regidts fourth fiscal quarter in the case of an annupbrg that ha
materially affected, or is reasonably likely to erally affect, the registrardt’internal control over financial reportil
and




5. The registrans other certifying officer(s) and | have disclosbadsed on our most recent evaluation of internakrob ove

financial reporting, to the registrant’s auditorslahe audit committee of the registranitoard of directors (or persons perforn
the equivalent functions

a. All significant deficiencies and material weaknessethe design or operation of internal contro¢ofinancial reportin

which are reasonably likely to adversely affect tbgistrants ability to record, process, summarize and refioancia
information; anc

b. Any fraud, whether or not material, that involveamagement or other employees who have a significdatin the
registran’s internal control over financial reportir
Date: March 16, 2015 /s/ Dennis S. Hudson , |

Dennis S. Hudson, Il
Chairman & Chief Executive Officer




EXHIBIT 31.2

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

[, William R. Hahl, certify that:

1.

2.

| have reviewed this annual report on Forr-K of Seacoast Banking Corporation of Flori

Based on my knowledge, this report does not cordaiy untrue statement of a material fact or omistate a material fe
necessary to make the statements made, in lighteafircumstances under which such statements made, not misleading wi
respect to the period covered by this ref

Based on my knowledge, the financial statementd, @her financial information included in this repdairly present in a
material respects the financial condition, resaftsperations and cash flows of the registrantfaamd for, the periods presen
in this report;

The registrans other certifying officer(s) and | are responsitoleestablishing and maintaining disclosure cdstemd procedur:
(as defined in Exchange Act Rules 13a-15(e) and1B§d)) and internal control over financial repaogtifas defined in Exchan
Act Rules 13-15(f) and 15-15(f)) for the registrant and hav

a.

Designed such disclosure controls and proceduregused such disclosure controls and procedures tiesigned unc
our supervision, to ensure that material infornmatielating to the registrant, including its condatied subsidiaries,
made known to us by others within those entitiestigularly during the period in which this rep@teing preparec

Designed such internal control over financial reéipgr, or caused such internal control over finahoégorting to b
designed under our supervision, to provide readenassurance regarding the reliability of finanaigborting and tt
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

Evaluated the effectiveness of the registemtisclosure controls and procedures and presentdadis report oL
conclusions about the effectiveness of the disceosantrols and procedures, as of the end of thiegeovered by th
report based on such evaluation;

Disclosed in this report any change in the tegms's internal control over financial reporting thatcoored during th
registrant's most recent fiscal quarter (the regidts fourth fiscal quarter in the case of an annupbrg that ha
materially affected, or is reasonably likely to erally affect, the registrardt’internal control over financial reportil
and




5. The registrans other certifying officer(s) and | have disclosbadsed on our most recent evaluation of internakrob ove

financial reporting, to the registrant’s auditorslahe audit committee of the registranitoard of directors (or persons perforn
the equivalent functions

a. All significant deficiencies and material weaknessethe design or operation of internal contro¢ofinancial reportin

which are reasonably likely to adversely affect tbgistrants ability to record, process, summarize and refioancia
information; anc

b. Any fraud, whether or not material, that involveamagement or other employees who have a significdatin the
registran’s internal control over financial reportir

Date: March 16, 2015 /s/ William R. Hahl

William R. Hahl

Executive Vice President and Chief Financial Office
(Principal Financial Officer




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 Annual Report on Form 10-KSeacoast Banking Corporation of Florida (“Companfor the period ende
December 31, 2014 (“ReportT), Dennis S. Hudson, Il , Chairman and Chief Exte@uOfficer of the Company, do hereby certify, guant t
18 U.S.C. § 1350, as adopted pursuant to § 90hefSarbanes-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 fairly mets, in all material respects, the financial cbodiand results of operations
the Company

/s/ Dennis S. Hudson, |
Dennis S. Hudson, I
Chairman and Chief Executive Officer

Date: March 16, 2015

A signed original of this written statement reqdirey § 906 of The Sarban€&xley Act of 2002, or other document authenticg
acknowledging, or otherwise adopting the signathes appears in typed version of this written stest required by § 906 of The Sarbane:
Oxley Act of 2002, has been provided form withie #lectronic to Seacoast Banking Corporation ofiéioand will be retained by Seacc
Banking Corporation of Florida and furnished to 8ecurities and Exchange Commission or its stadhugquest.




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 Annual Report on Form 10-KSeacoast Banking Corporation of Florida (“Companfor the period ende
December 31, 2014 (“Report™), William R. Hahl, Executive Vice President andi€fhFinancial Officer of the Company, do herebytifgr
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 fairly mets, in all material respects, the financial cbodiand results of operations
the Company

/s/ William R. Hahl
William R. Hahl
Executive Vice President and Chief Financial Office

Date: March 16, 2015

A signed original of this written statement reqdirey § 906 of The Sarban€&xley Act of 2002, or other document authenticg
acknowledging, or otherwise adopting the signathiat appears in typed form within the electronicsian of this written statement requirec
§ 906 of The Sarban&3xley Act of 2002, has been provided to Seacoasikidg Corporation of Florida and will be retaineg Beacoa
Banking Corporation of Florida and furnished to 8ecurities and Exchange Commission or its stadhugquest.




