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Part I. FINANCIAL INFORMATION
Item 1. Financial Statements

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

September 3l
December 31

(Dollars in thousands, except share amot 2012 2011
ASSETS
Cash and due from ban $ 3093 $ 41,13¢
Interest bearing deposits with other ba 141,78: 125,94!
Total cash and cash equivale 172,71¢ 167,08:
Securities
Available for sale (at fair value 588,24 648,36.
Held for investment (fair values: $16,334 at Sepiten80, 2012 and $20,487 at
December 31, 201: 15,55¢ 19,97
TOTAL SECURITIES 603,80:- 668,33!
Loans held for sal 28,04: 6,79~
Loans 1,202,47 1,208,07.
Less: Allowance for loan loss (23,119 (25,56%)
NET LOANS 1,179,35 1,182,50
Bank premises and equipment, 34,88¢ 34,22’
Other real estate ownt 8,88¢ 20,94¢
Other intangible asse 1,69 2,28¢
Other asset 52,30: 55,18¢
$2,081,69. $2,137,37
LIABILITIES
Deposits $1,679,461  $1,718,74
Federal funds purchased and securities sold umpleements to repurchase, maturing within 30 « 122,39 136,25!
Borrowed funds 50,00( 50,00(
Subordinated det 53,61( 53,61(
Other liabilities 9,01t 8,69t

1,914,48. 1,967,29:
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CONDENSED CONSOLIDATED BALANCE SHEETS (continued)r{audited)
Seacoast Banking Corporation of Florida and Subs&B

September 3(

December 31

(Dollars in thousands, except share amot 2012 2011
SHAREHOLDERY EQUITY
Preferred stock, authorized 4,000,000 shares,gdae$0.10 per share, issued and outstanding 2,000
shares of Series 48,43: 47,49]
Warrant for purchase of 589,625 shares of commueksit $6.36 per sha 0 3,12z
Common stock, par value $0.10 per share, autho828¢D00,000 shares, issued 94,875,359 and
outstanding 94,810,684 shares at September 30,& Bsued 94,693,002 and outstanding
94,686,801 shares at December 31, z 9,481 9,46¢
Other shareholde’ equity 109,29: 109,98t
TOTAL SHAREHOLDERY EQUITY 167,20! 170,07
$2,081,69. $2,137,37!

See notes to condensed consolidated financiahsémts.
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CONDENSED CONSOLIDATED STATEMENTS OF INCOME (Unatti)

Seacoast Banking Corporation of Florida and Subs&B

(Dollars in thousands, except per share ¢
Interest and fees on loans
Interest and dividends on securit
Interest on interest bearing deposits and otheysimrents
TOTAL INTEREST INCOME
Interest on deposi
Interest on borrowed mont
TOTAL INTEREST EXPENSE
NET INTEREST INCOME
Provision for loan losse
NET INTEREST INCOME AFTER PROVISION
FOR LOAN LOSSE¢
Noninterest incom
Other income
Securities gains, n
TOTAL NONINTEREST INCOME

TOTAL NONINTEREST EXPENSE!
INCOME BEFORE INCOME TAXES
Provision for income taxe
NET INCOME
Preferred stock dividends and accretion of prefesteck discour
NET INCOME (LOSS) AVAILABLE TO COMMON
SHAREHOLDERS

PER SHARE COMMON STOCK

Net income (loss) dilute

Net income (loss) bas

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

See notes to condensed consolidated financiahstates.

Three Months Ended

Nine Months Ended

September 3( September 3(

2012 2011 2012 2011
$ 14,37: $ 15,31¢ 43,85: $ 47,00¢
3,211 4,78¢ 10,90z 13,12«
2438 17¢ 727 60€
17,82t 20,27¢ 55,48: 60,73«
1,11¢ 2,73¢ 4,61¢ 8,62¢
75E 671 2,262 2,24(
1,87: 3,41( 6,88( 10,86¢
15,95: 16,86¢ 48,60 49,86¢
90C 0 9,66( 1,54
15,05: 16,86¢ 38,94 48,32:
5,67¢ 4,70¢€ 15,83¢ 13,46:
48 137 7,03 137
5,72 4,84 22,87 13,59¢
20,33 19,06 62,76 57,80:
447 2,64¢ (950) 4,11¢
0 0 0 0
447 2,64¢ (950 4,11¢
937 937 2,811 2,811
$ (490) $ 1,711 (3,762 $ 1,30¢
$ (0.01) $ 0.0z (0.04) $ 0.01
(0.01) 0.0z (0.09) 0.01
0.0C 0.0C 0.0C 0.0C
94,481,99 93,878,19 94,443,21 93,611,22
93,777,66 93,524,95 93,688,00 93,492,18
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CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVECOME (Unaudited)

Seacoast Banking Corporation of Florida and Subs&B

(Dollars in thousands
NET INCOME (LOSS)

Other comprehensive income, net of t

Unrealized gains (losses) on securities availaifesdle

COMPREHENSIVE INCOME (LOSS

See notes to condensed consolidated financiahsémts.

Three Months Ended Nine Months Ended
September 3( September 3(
2012 2011 2012 2011

$ 447 $264¢ $ (950 $ 4,11¢

1,64¢ 3,09¢ (669%) 6,27¢
$2,09¢  $5,74¢  $(1,61Y) $10,39:
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CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (audited)
Seacoast Banking Corporation of Florida and Subs&B

(Dollars in thousands
Cash flows from operating activitir

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

Net cash provided by operating activit

Cash flows from investing activitie
Maturity of securities available for se
Maturity of securities held for investme
Proceeds from sale of securities available for
Purchase of securities available for ¢
Purchase of securities held for investrr
Net new loans and principal repayme
Proceeds from the sale of other real estate o\

Proceeds from sale of Federal Home Loan Bank addrBeReserve Bank sto

Purchase of Federal Home Loan Bank and Federah®eBank stocl
Additions to bank premises and equipm
Net cash provided by (used in) investing activi
Cash flows from financing activitie
Net increase (decrease) in depao
Net increase (decrease) in federal funds purchasédepurchase agreeme
Purchase of stock warrants, net of related expe
Stock based employee benefit pli
Dividends paic
Net cash (used in) provided by financing activi
Net increase (decrease) in cash and cash equis
Cash and cash equivalents at beginning of p¢
Cash and cash equivalents at end of pe

Nine Months Ended

September 3(

2012 2011
$ 58,747 $ 61,07
15,35 13,56:
(7,389 (13,227)
(52,86() (49,25/)
(133,379 (96,757
122,45: 102,37.
(716) 1,07(
2,21t 18,85
95,65¢ 87,71
4,72¢ 3,20t
248,50¢ 33,55¢
(280,189  (287,97)
(500) (1,526
(23,82)) (7,63¢)
16,68 32,85
29€ 1,154
(60) (174
(2,94%) (761)
58,35¢ (139,590
(39,269 24,05t
(13,859 8,34¢
(81) 0
15C 69
(1,875 (6,250)
(54,939 26,22:
5,637 (94,520)
167,08 211,40!
$172,71¢ $ 116,88
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CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (tmued) (Unaudited)
Seacoast Banking Corporation of Florida and Subs&B

Nine Months Ended
September 3(

(Dollars in thousands 2012 2011

Reconciliation of net income to cash provided bgraging activities

Net income $ (950 $ 4,11¢

Adjustments to reconcile net income to net caskigemn by operating activitie:
Depreciatior 2,111 2,152
Amortization of premiums and discounts on secugijtreet 3,39- 1,73(
Other amortization and accretion, | 21 (20¢)
Change in loans held for sale, | (20,926 5,627
Provision for loan losse 9,66( 1,54
Gain on sale of securitit (7,037 (137)
Gain on sale of loar (657) (119
Losses on sale and wi-downs of other real estate owr 3,39( 2,55¢
Losses on dispositions of fixed ass 18C 58
Change in interest receivat 44€ (543
Change in interest payat (5049) (2,359
Change in prepaid expens 2,29¢ 2,401
Change in accrued tax 461 891
Change in other asse (71€) 1,07¢
Change in other liabilitie 1,04¢ 7C

Net cash provided by operating activit $ 2,21f $18,85¢

Supplemental disclosure of non cash investing gietsz
Fair value adjustment to securitl $ (1,08)) $10,22-
Transfer from loans to other real estate ow 8,27¢ 31,46
Transfer from commercial loans to loans availableshle 10,32: 0]
Securities principal receivable recorded in othesete 2,41¢ 0

See notes to condensed consolidated financiahstaies.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENS (UNAUDITED)
SEACOAST BANKING CORPORATION OF FLORIDA AND SUBSIBRIES

NOTE A— BASIS OF PRESENTATION

The accompanying unaudited condensed consolidetaddial statements have been prepared in accadeitit U. S. generally accepted
accounting principles for interim financial infortian and with the instructions to Form 10-Q anddr10-01 of Regulation &: Accordingly,
they do not include all of the information and foaotes required by U. S. generally accepted acaogiptiinciples for complete financial
statements. In the opinion of management, all adieists (consisting of normal recurring accruals)sidered necessary for a fair presente
have been included. Operating results for the nmioath period ended September 30, 2012, are nossagly indicative of the results that
may be expected for the year ending December 312 80any other period. For further informatiorfergo the consolidated financial
statements and footnotes thereto included in thegamy’s annual report on Form 10-K for the yeareghBecember 31, 2011.

Use of Estimates

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

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

NOTE B— RECENT ACCOUNTING STANDARDS
Future Application of Accounting Pronounceme

In July 2012, FASB issued ASU 2012-DRangibles — Goodwill and Otheramending ASC Topic 350 to simplify how an entigts
indefinite-lived intangible assets other than goitidiar impairment and to improve consistency ingairment testing guidance among long-
lived asset categories. The amendment permits iy enfirst assess qualitative factors to deterenivhether it is more likely than not that an
indefinite-lived intangible asset other than godtlisiimpaired as a basis for determining whethés necessary to perform the quantitative
impairment test. The amendment is effective foruahiand interim impairment tests performed fordisgears beginning after September 15,
2012. Early adoption is permitted, including fonaal and interim impairment tests performed as ddite before July 27, 2012. The adoption
of the amendments will not have a material impactempany’s financial condition, results of opeyas or liquidity.

In December 2011, the FASB issued ASU No. 2011iksclosures about Offsetting Assets and Liabifitie This project began as an
attempt to converge the offsetting requirementseutdS. GAAP and IFRS. However, as the Boards weteble to reach a converged
solution with regards to offsetting requiremenit® Boards developed convergent disclosure requirente assist in reconciling difference
the offsetting requirements under U.S. GAAP and3FRhe new disclosure requirements mandate thiiesndisclose both gross and net
information about instruments and transactionshaégor offset in the statement of financial pasitas well as instruments and transactions
subject to an agreement similar to a master nettirangement. ASU No. 2011-11 also requires disctosf collateral received and posted in
connection with master netting agreements or simileangements. ASU No. 2011-11 is effective foeiiim and annual reporting periods
beginning on or after January 1, 2013. As the gioms of ASU No. 2011-11 only impact the disclosguirements related to the offsetting
of assets and liabilities, the adoption will haweimpact on the Company’s Consolidated Financiatédbents.

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

Equivalent shares of 527,000 and 1,125,000 relatstbck options, stock settled appreciation rigimd warrants for each of the periods
ended September 30, 2012 and 2011, respectivelg, exeluded from the computation of diluted EPSabise they would have been anti-
dilutive.

Three Months Ended Nine Months Ended
September 3( September 3(

(Dollars in thousands, except per share ¢ 2012 2011 2012 2011
Basic:
Net income (loss) available to comm

shareholder $ (490 $ 1,711 $ (3,767) $ 1,30¢
Average basic shares outstand 93,777,66 93,524,95 93,688,00 93,492,18
Basic income (loss) EF $ (0.09) $ 0.02 $ (0.09 $ 0.01
Diluted:
Net income (loss) available to comm

shareholder $ (490 $ 1,711 $ (3,767) $ 1,30¢
Average basic shares outstand 93,777,66 93,524,95 93,688,00 93,492,18
Employee restricted stoc 704,33! 353,24¢ 755,21: 119,04:
Average diluted shares outstand 94,481,99 93,878,19 94,443,21 93,611,22
Diluted income (loss) EP $ (0.01) $ 0.0z $ (0.09 $ 0.01

NOTE D— FAIR VALUE INSTRUMENTS MEASURED AT FAIR VALUE

In certain circumstances, fair value enables the@oy to more accurately align its financial parfance with the market value of actively
traded or hedged assets and liabilities. Fair wadumble a company to mitigate the non-economitregs volatility caused from financial
assets and financial liabilities being carrieditfetent bases of accounting, as well as, to mereiately portray the active and dynamic
management of a company’s balance sheet. FASB AtioguStandards Codification (*ASC”) 820 providegdiional guidance for

estimating fair value when the volume and leveddivity for an asset or liability has significantlecreased. ASC 820 also includes guidance
on identifying circumstances that indicate a tratisa is not orderly. Under ASC 820, fair value m@@ments for items measured at fair
value at September 30, 2012 and 2011 included:

Quoted Price

in Active Significant Significant

Markets for Other Unobservabl

Identical Observable

Fair Value Assets Inputs Inputs

(Dollars in thousands Measuremen (Level 1) (Level 2) (Level 3)
September 30, 201
Available for sale securities (. $ 588,24¢ $ 1,711 $586,53° $ 0
Loans available for sa 28,04 0 28,04 0
Loans (1) 22,38( 0 10,35 12,02¢
Other real estate owned ( 8,88¢ 0 3,74¢ 5,14z
September 30, 201
Available for sale securities (: $ 611,19 $  4,22¢ $606,96¢ $ 0
Loans available for sa 6,897 0 6,897 0
Loans (1) 22,271 0 10,93¢ 11,33
Other real estate owned ( 23,70 0 1,70¢ 21,99¢

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

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

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

10
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When appraisals are used to determine fair valdalaappraisals are based on a market approacteltied loan’s fair value is classified as
Level 2 input. The fair value of loans based onrajsals which require significant adjustments tokatbased valuation inputs or apply an
income approach based on unobservable cash flswkgsified as Level 3 inputs.

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

During the nine months ended September 30, 2012@htl there were no transfers between level 1 eval P assets carried at fair value.

For loans classified as level 3, transfers in &at&#19.6 million for the first nine months of 20E2r 2012, transfers out consisted of charge-
offs of $4.6 million, foreclosures migrating to etireal estate owned (“OREQO”) and other reductafri2.1 million and a single loan transfer
of $10.3 million to loans held for sale. No salesrevrecorded.

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

11
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For OREO classified as level 3 during the firstenimonths of 2012, transfers out totaled $16.8 omijlconsisting of valuation write-downs of
$2.4 million and sales of $14.4 million, and trasfin consisted of foreclosed loans totaling $8ilfon.

The following table shows the carrying value anidValue of the Compang'financial assets and financial liabilities asseptember 30, 20:
and 2011:

September 30, 201 September 30, 201
Carrying Carrying
(Dollars in thousands Value Fair Value Value Fair Value
Financial Asset
Cash and cash equivalel $ 172,71 $ 172,71 $ 116,88 $ 116,88!
Securities 603,80: 604,58: 635,77( 636,21
Loans, ne 1,179,35! 1,201,29 1,180,14 1,211,20!
Loans held for sal 28,04 28,04 6,891 6,89
Financial Liabilities
Deposit liabilities 1,679,461 1,681,96: 1,661,27. 1,666,39
Borrowings 172,39: 178,34( 156,56 162,06(
Subordinated det 53,61( 32,16¢ 53,61( 37,52

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 September 30, 2012 and 2011:

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

Securities U.S. Treasury securities are reported at faineaitilizing level 1 inputs. Other securities clfied as available for sale are
reported at fair value utilizing level 2 inputs.rEbese securities, the Company obtains fair valeasurements from an independent pricing
service. The fair value measurements consider eabkr data that may include dealer quotes, magkeasis, cash flows, the U.S. Treasury
yield curve, live trading levels, trade executi@ial market consensus prepayment speeds, cregtitiation, and a bor's terms and
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 hard to value or thewe complicated structures. The Company’s eptirdolio consists of traditional
investments, nearly all of which are U.S. Treasbiljgations, federal agency bullet or mortgage fiassugh securities, or general obligation
or revenue based municipal bonds. Pricing for sastiuments is fairly generic and is easily obtdiférom time to time, the Company will
validate, on a sample basis, prices supplied byniependent pricing service by comparison to grmgtained from third party sources or
derived using internal models and observed pricas purchases and sales.

12
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Loans: Fair values are estimated for portfolios of loarith similar financial characteristics. Loans asgregated by type such as commel
mortgage, etc. Each loan category is further setgdento fixed and adjustable rate interest termstay performing and nonperforming
categories. The fair value of loans, except redidemortgages, is calculated by discounting schemtivash flows through the estimated
maturity using estimated market discount ratesrfgct the credit and interest rate risks inhenethe loan. For residential mortgage loans,
fair value is estimated by discounting contractizlh flows adjusting for prepayment assumptionsgudiscount rates based on secondary
market sources. The estimated fair value is nabd@rprice fair value under ASC 820 when this véiliatechnique is used.

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

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

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

Subordinated debtThe fair value of the floating rate subordinatiedt is estimated using discounted cash flow aisafysd the Company’s
current incremental borrowing rate for similar mishents.

NOTE E— IMPAIRED LOANS AND VALUATION ALLOWANCE FOR LOAN LOSSES

During the nine months ending September 30, 20i2idtal of newly identified troubled debt resturaigs (“TDRs”) was $9.6 million, of
which $0.1 million were accruing construction aadd development loans, $4.2 million were accruegidential real estate mortgages, $0.8
million were accruing commercial real estate loams] $0.1 million were accruing consumer loans.nsaaodified but where full collection
under the modified terms is doubtful are classiischonaccrual loans from the date of modificatind are therefore excluded from the tal
below.

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

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

13
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The following table presents loans that were medifivithin the nine months ended September 30, 2012:

Pre- Post-
September 30, 2012 Madification Maodification

Valuation
Number Outstanding Outstanding Specific Allowance

(Dollars in thousands) of Recorded Recorded Reserve
Troubled Debt Restructurings Modifit Contract Investmen Investmen Recorde Recordec
Construction and land development 1 $ 7C $ 64 $ 0 $ 6
Residential real esta 22 4,24: 3,94¢ 0 29:
Commercial real esta 2 80C 747 0 53
Commercial and financit 0 0 0 0 0
Consume 2 75 72 0 3
27 $ 5,18 $ 4,83: $ 0 $ 35E

Accruing loans that were restructured within theltve months preceding September 30, 2012 and defadliring the nine months ended
September 30, 2012 is presented in the table bdlbevCompany considers a loan to have defaultechithrcomes 60 days or more
delinquent under the modified terms, has beenfeamresl to nonaccrual status, or has been transféorether real estate owned. A defaulted
TDR is generally placed on nonaccrual and spealfawance for loan loss is assigned in accordarittette Company’s policy.

2012
Number o

(Dollars in thousands) Recorded
Troubled Debt Restructurings Default Contracts Investmer
Construction and land development 0 $ 0
Residential real esta 3 60C
Commercial real esta 1 22F
Commercial and financi: 0 0
Consume 0 0

4 $ 82t

14
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As of September 30, 2012 and December 31, 201 Cdngpany’s recorded investments in impaired loantsthe related valuation
allowances were as follows:

September 30, 201

Unpaid Related
Recorded Principal Valuation
(Dollars in thousands Investmer Balance Allowance
Impaired Loans with No Related Allowance Recorc
Construction and land developmt $ 1,10¢ $ 1,447 $ 0
Commercial real esta 13,19¢ 18,41( 0
Residential real esta 12,14° 9,64¢ 0
Commercial and financi 3 4 0
Consume 391 44C 0
Impaired Loans with an Allowance Record
Construction and land developm: 3,42 3,047 444
Commercial real esta 31,63« 32,03: 3,53¢
Residential real esta 26,13 24,65¢ 4,44(
Commercial and financi: 34 22¢ 1
Consume 562 577 10C
Total:
Construction and land developmi 4,52¢ 4,49¢ 444
Commercial real esta 44,83 50,44 3,53¢
Residential real esta 38,28: 34,29¢ 4,44(
Commercial and financi: 37 23¢ 1
Consume 95z 1,017 10C

$88,62¢ $90,48¢ $ 8,51¢

15
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December 31, 201

Unpaid Related
Recorded Principal Valuation
(Dollars in thousands Investmen Balance Allowance
Impaired Loans with No Related Allowance Recorc
Construction and land developmt $ 1,61¢ $ 2,431 $ 0
Commercial real esta 19,10: 22,21¢ 0
Residential real esta 9,12¢ 13,44. 0
Commercial and financic 16 16 0
Consume 481 522 0
Impaired Loans with an Allowance Record
Construction and land developm: 3,77 4,131 37¢
Commercial real esta 39,19¢ 39,82 3,38
Residential real esta 26,14( 26,94( 3,09¢
Commercial and financic 101 101 8
Consume 57¢€ 584 112
Total:
Construction and land developm: 5,39¢ 6,562 37¢
Commercial real esta 58,30( 62,04: 3,38t
Residential real esta 35,26¢ 40,38: 3,09¢
Commercial and financi: 117 117 8
Consume 1,05¢ 1,107 112

$100,13° $110,21: $ 6,97¢

16
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For the nine months ended September 30, 2012 alij #fe Company’s average recorded investmentapaired loans and related interest
income were as follows:

Nine Months Ended Nine Months Ended
September 30, 201 September 30, 201
Average Interest Average Interest
Recorded Income Recorded Income
(Dollars in thousands Investmer Recognize Investmen Recognize
Impaired Loans with No Related Allowan
Recorded
Construction & land developme $ 1,49t $ 1 $ 2,78 $ 15
Commercial real esta 11,83: 32¢ 22,06: 302
Residential real esta 11,60¢ 12¢ 8,731 77
Commercial and financi: 9 0 1,02¢ 2
Consume 463 0 397 2
Impaired Loans with an Allowance Record
Construction & land developme 3,63 98 17,05 10¢
Commercial real esta 42,76¢ 1,20¢ 44,69( 1,36¢
Residential real esta 27,22 617 27,14¢ 642
Commercial and financi: 38 8 172 2
Consume 60t 17 754 29
Total:
Construction & land developme 5,132 99 19,83t 122
Commercial real esta 54,60( 1,53( 66,75: 1,671
Residential real esta 38,83: 74¢ 35,88t 71¢
Commercial and financi: 47 8 1,19¢ 4
Consume 1,06¢ 17 1,151 31

$99,67¢ $ 2,40( $124,82: $ 2,54¢

Impaired loans also include loans that have beedifiad in TDRs. At September 30, 2012 and Decendier2011, impaired loans include
accruing TDRs totaling $44.2 million and $71.6 ioifl, respectively.

Interest payments received on impaired loans a@rded as interest income unless collection oféheaining recorded investment is douk
at which time payments received are recorded agtieahs to principal. For the nine months endedt&@aper 30, 2012 and 2011, the
Company recorded $2,400,000 and $2,548,000, ragelyctin interest income on impaired loans.
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Transactions in the allowance for loan lossesterthree and nine-month periods ended Septemb@03@,are summarized as follows:

(Dollars in thousands
Construction & land development

Commercial real esta
Residential real esta
Commercial and financic
Consume

(Dollars in thousands
Construction & land development

Commercial real esta
Residential real esta
Commercial and financi:
Consume

Allowance for Loan Losses for the Three Months Eh8ept. 30, 201

Provisior
Beginning Net
for Loan Charge- Charge- Ending
Balance Losses Offs Recoverie Offs Balance
$135% $(199 $ (92 $ 21C $ 11 $ 1,27¢
11,97: 22¢ (1,906 117 (1,789  10,41:
10,31: 95( (995) 234 (761)  10,50:
32¢ (34) 0 40 40 33¢
662 (47) (34) 10 (24) 591

$24,63¢t $ 90C $(3,02) $ 611 $ (2,416 $23,11¢

Allowance for Loan Losses for the Nine Months En&egbt. 30, 201

Provisior
Beginning Net
for Loan Charge- Charge- Ending
Balance Losses Offs Recoverie Offs Balance
$188 $(329 $ (57) $ 29 $ (275 $ 1,27¢
11,477  6,28¢ (7,637) 28¢ (7,349  10,41:
10,96¢  3,85¢ (4,819 49¢ (4,321)  10,50:
402 11€ (291) 10¢ (183) 33t
837 (26¢) (88) 11C 22 591

$25,56! $9,66( $(13,400 $(1,300 $(12,106 $23,11¢
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Transactions in the allowance for loan lossesterthree and nine-month periods ended Septemb@03Q,are summarized as follows:

Allowance for Loan Losses for the Three Months Eh8ept. 30, 201

Beginning Provisior Net

for Loan Charge- Charge- Ending
(Dollars in thousands Balance Losses Offs Recoverie Offs Balance
Construction & land development $2031 $ 331 $ (7200 $ 19C $ (53() $ 1,83-
Commercial real esta 16,25 (2,68¢) (74) 16 (58) 13,501
Residential real esta 11,37¢ 2,52 (2,369 19€ (2,172) 11,73(
Commercial and financic 572 (309 0 131 131 394
Consume 1,002 137 (219) 12 (201) 93¢

$31,23: $ 0 $ (3379 $ 54t $ (2,830 $28,40:

Allowance for Loan Losses for the Nine Months En&egbt. 30, 201

Beginning Provisior Net

for Loan Charge- Charge- Ending
(Dollars in thousands Balance Losses Offs Recoverie Offs Balance
Construction & land development $ 7,212 $(1,47) $ (4419 $ 507 $(391) $ 1,83
Commercial real esta 18,56: (3,759 (1,33)) 34 (1,299 13,501
Residential real esta 10,10z 7,20t (5,929 34t (5,577%) 11,73(
Commercial and financic 48C (349 0 263 263 394
Consume 1,38t (84) (417) 54 (363) 93¢

$37,74¢ $154: $(12,08) $ 1205 $(10,88Y) $28,40

The allowance for loan losses is composed of sipesibwances for certain impaired loans and gdralawances grouped into loan pools
based on similar characteristics. The Company’s fmatfolio and related allowance as of SeptemBe2812 and 2011 is shown in the
following tables:

At September 30, 201

Individually Evaluated for Collectively Evaluated for
Impairment Impairment Total
Associate Associate Associate
Carrying Carrying Carrying
(Dollars in thousands Value Allowance Value Allowance Value Allowance
Construction & land development $ 4528 $ 444 $ 5168 $ 83 $ 56,211 $ 1,27¢
Commercial real esta 44,83: 3,53: 428,97( 6,88( 473,80: 10,41
Residential real esta 38,28: 4,44( 524,14( 6,061 562,42: 10,50:
Commercial and financic 37 1 58,18¢ 334 58,22 33t
Consume 952 10C 50,86¢ 491 51,81¢ 591

$ 88,62¢ $ 8,51¢ $1,113,84° $14,60. $1,202,47 $23,11¢
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At September 30, 201

Individually Evaluated for Collectively Evaluated for
Impairment Impairment Total
Associate Associate Associate
Carrying Carrying Carrying
(Dollars in thousands Value Allowance Value Allowance Value Allowance
Construction & land development $ 5401 $ 288 $ 4225. $ 154 $ 4765 $ 1,832
Commercial real esta 64,00: 4,96: 455,35( 8,54t 519,35: 13,50°
Residential real esta 34,60¢ 3,27 501,31t 8,45: 535,92! 11,73(
Commercial and financi: 122 9 53,41: 38t 53,53¢ 394
Consume 1,274 16€ 50,81 77C 52,08¢ 93¢

$ 10540 $ 8,704 $1,103,14  $19,69° $1,208,54  $28,40:

NOTE F: CONTINGENCIES

The Company and its subsidiaries, because of tueeaf their businesses, are at all times sultjeoctimerous legal actions, threatened or
filed. Management presently believes that nonéefégal proceedings to which it is a party arelliko have a materially adverse effect on
the Company'’s consolidated financial condition,ratiag results or cash flows, although no assuraacebe given with respect to the
ultimate outcome of any such claim or litigation.

NOTE G: EQUITY CAPITAL

The Company is well capitalized for bank regulatpuyposes. To be categorized as well capitalizedCtompany must maintain minimum
total risk-based, Tier 1 risk-based and Tier 1 lage ratios as set forth under “Capital Resourgettiis Report. At September 30, 2012, the
Company’s principal subsidiary, Seacoast NatiorailB or “Seacoast National”, met the risksed capital and leverage ratio requiremen
well capitalized banks under the regulatory framdwfor prompt corrective action.

Seacoast National has agreed to maintain a Tiapitat (to adjusted average assets) ratio of at B&0% and a total risk-based capital ratio
of at least 12.00% with its primary regulator, ®fice of the Comptroller of the Currency (“OCC7he agreement with the OCC as to
minimum capital ratios does not change the Bartgiis as “well-capitalized” for bank regulatory pases.
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NOTE H: SECURITIES

The amortized cost and fair value of securitieslalbke for sale and held for investment at Septan3fe 2012 and December 31, 2011 are
summarized as follows:

September 30, 201

Gross Gross
Gross Unrealize( Unrealize:
Amortized Fair

(Dollars in thousands Cost Gains Losses Value
SECURITIES AVAILABLE FOR SALE
U.S. Treasury securities and obligations of U.Své&oment Sponsored

Entities $ 1,70C $ 11 $ 0 $ 1,711
Mortgagebacked securities of U.S. Government Sponsoredi&s 169,56 4,057 (8€) 173,54(
Collateralized mortgage obligations of U.S. GoveenirSponsored

Entities 315,42( 2,49¢ (1,029 316,88
Private collateralized mortgage obligatic 93,27: 2,012 (84) 95,20¢
Obligations of state and political subdivisic 847 58 0 90t

$580,81:  $ 8,63  $(1,199  $588,24

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

Entities $ 5,991 $ 0 $ (105 $ 5,88¢
Private collateralized mortgage obligatic 1,40¢ 37 0 1,44
Obligations of state and political subdivisic 6,65¢ 787 8 7,43¢
Other 1,50( 67 0 1,56

$1555 $ 891 $ (119  $ 16,33«
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December 31, 201

Gross Gross
Gross Unrealize( Unrealizer
Amortized Fair

(Dollars in thousands Cost Gains Losses Value
SECURITIES AVAILABLE FOR SALE
U.S. Treasury securities and obligations of U.Své&ament Sponsort

Entities $ 1,69¢ $ 25 $ 0 $ 1,72¢
Mortgagebacked securities of U.S. Government Sponsoredi&s 135,66! 2,81¢ (37) 138,44
Collateralized mortgage obligations of U.S. GoveenirSponsored

Entities 428,13¢ 9,111 (316) 436,93:
Private collateralized mortgage obligatic 73,24 33C (3,487%) 70,09(
Obligations of state and political subdivisic 1,097 70 0 1,165

$639,84' $12,35¢ $(3,840 $648,36:

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

Entities $ 10,47¢ $ 0 $ (136 $ 10,33¢
Private collateralized mortgage obligatic 1,84( 40 0 1,88(
Obligations of state and political subdivisic 6,66 57C 0 7,23
Other 1,00(¢ 36 0 1,03¢

$1997° $ 646 $ (136  $ 20,48;

Proceeds from sales of securities during the niostmperiod ended September 30, 2012 were $24880%ith gross gains of $7,251,000
and gross losses of $214,000. Proceeds from siéesarities during the nine month period ended&aper 30, 2011 were $33,555,000 v
gross gains of $153,000 and gross losses of $16,000

Securities with a carrying value of $72,018,000 fidvalue of $73,173,000 at September 30, 2012 wedged as collateral for United
States Treasury deposits, and other public antdeposits. Securities with a carrying value arndvalue of $143,741,000 were pledged as
collateral for repurchase agreements.

The amortized cost and fair value of securitieSegitember 30, 2012, by contractual maturity, acsvshbelow. Expected maturities will
differ from contractual maturities because borravmay have the right to call or repay obligatiornithwer without call or prepayment
penalties.
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Held for Investmen Available for Sale
Amortizec
Fair Amortized Fair
(Dollars in thousands Cost Value Cost Value
Due in less than one year $ 0 $ 0 $ 1,70( $ 1,711
Due after one year through five ye. 37¢ 37¢ 441 472
Due after five years through ten ye 1,25¢ 1,371 40€ 43:
Due after ten yeal 5,02¢ 5,68¢ 0 0
6,65¢ 7,43¢ 2,54 2,61¢
Mortgage-backed securities of Government Sponsored En 0 0 169,56¢ 173,54(
Collateralized mortgage obligations of Governmgmbr&ored Entitie 5,991 5,88¢ 315,42( 316,88"
Private collateralized mortgage obligatic 1,40¢ 1,44: 93,273 95,20¢
No contractual maturit 1,50( 1,567 0 0

$15,55¢ $16,33¢ $580,81: $588,24(

The estimated fair value of a security is determhibased on market quotations when available ogtifivailable, by using quoted market
prices for similar securities, pricing models asadiunted cash flows analyses, using observableandaita where available. The tables below
indicate the amount of securities with unrealizesbes and period of time for which these losses wetstanding at September 30, 2012 and
December 31, 2011, respectively.

September 30, 201

Less than 12 montt 12 months or longe Total
Unrealize: Unrealize: Unrealizer
Fair Fair Fair
(Dollars in thousands Value Losses Value Losses Value Losses

Mortgage-backed securities of U.S. Government SpeaksEntities $ 23,09%¢ $ (86) $ 0 $ 0 $2309 $ (86
Collateralized mortgage obligations of U.S. GoveenirSponsored

Entities 149,92t (1,029 5,88¢ (105)  155,81. (1,139
Private collateralized mortgage obligatic 0 0 10,10¢ (84) 10,10¢ (84)
Obligations of state and political subdivisic 30C (6) 12¢ (2) 42E (8)
Total temporarily impaired securiti $173,320  $(1,127) $16,117 $ (197) $189,43¢ $(1,317
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December 31, 201

Less than 12 montt 12 months or longe Total
Unrealize: Unrealize: Unrealizes
Fair Fair Fair
(Dollars in thousands Value Losses Value Losses Value Losses

Mortgage-backed securities of U.S. Government SpeaksEntities $ 18,80 $ (37) $ 0 $ 0 $1880C $ (37
Collateralized mortgage obligations of U.S. GoveenirSponsored

Entities 59,91: (452) 0 0 59,91 (452)
Private collateralized mortgage obligatic 32,61¢ (2,009 27,28 (1,486 59,89: (3,487)
Total temporarily impaired securiti $111,32¢  $(2,490) $27,28: $(1,48¢) $138,61( $(3,97¢

Approximately $0.1 million of $1.3 million of thenuealized losses at September 30, 2012 pertairiate label securities secured by
collateral originated in 2005 and prior. Their feddue is $10.1 million as of September 30, 2012 iarattributable to a combination of fact
including relative changes in interest rates stheetime of purchase and decreased liquidity feestment securities in general. The collat
underlying these mortgage investments are 30- &ngear fixed and 10/1 adjustable rate mortgagessiedth low loan to values,
subordination and historically have had minimakfdosures and losses. Based on its assessmemseffittors, management believes that
the unrealized losses on these debt security hgddire a function of changes in investment spraadsnterest rate movements and not
changes in credit quality. Management expectsdover the entire amortized cost basis of theseriiesu

At September 30, 2012, the Company also had $1l@dmof unrealized losses on mortgage-backed sgesiof government sponsored
entities having a fair value of $178.9 million thegre attributable to a combination of factors)uding relative changes in interest rates since
the time of purchase and decreased liquidity feestment securities in general. The contractudl flas/s for these securities are guaranteed
by U.S. government agencies and U.S. governmemtsgped enterprises. Based on its assessment efftieters, management believes that
the unrealized losses on these debt security hgddire a function of changes in investment spraadsnterest rate movements and not
changes in credit quality. Management expectsdover the entire amortized cost basis of thesertiesu

As of September 30, 2012, the Company does natdrite sell nor is it anticipated that it would eguired to sell any of its investment
securities that have losses. Therefore, managetoestnot consider any investment to be other-tearporarily impaired at September 30,
2012.

Included in other assets was $11.7 million at Sepsr 30, 2012 of Federal Home Loan Bank and Fetasérve Bank stock stated at par
value. At September 30, 2012, the Company hagdeotified events or changes in circumstances wiah have a significant adverse effect
on the fair value of the $11.7 million of cost madhinvestment securities.
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NOTE I: INCOME TAXES

The Company has recorded net deferred tax as€¥Ta\(j of $17.2 million at September 30, 2012. Altigh realization is not assured,
management believes that realization of the cuenying value of the DTA is more likely than nbgsed upon expectations as to future
taxable income and tax planning strategies, asneefoy ASU 740ncome TaxesShould the economy show improvement, the Comsany’
credit losses moderate prospectively, and the Cognganerates increased taxable income, increaadae on management’s forecast of
future taxable earnings could result in realizatbadditional future tax benefits from the net igiimg loss carryforwards. At September 30,
2012 the Company has approximately $45.2 millioitsrdeferred tax valuation allowance allocatedgaleferred tax assets, primarily net
operating loss carryforwards.

NOTE J- LOANS
Information relating to loans as of September 31, 2and December 31, 2011 is summarized as follows:

September 3

December 31

(Dollars in thousands 2012 2011
Construction and land development $ 56,21 $ 49,18¢
Commercial real esta 473,80 508,35:
Residential real esta 562,42: 546,24¢
Commercial and financic 58,22: 53,10¢
Consume 51,56¢ 50,61:
Other loans 25¢ 57¢
Total $1,202,47: $1,208,07:

(1) Netloan balances as of September 30, 2012 andrBle®e31, 2011 are net of deferred costs of $1,DRzhd $1,632,000, respective

The following table presents the contractual agihthe recorded investment in past due loans kssaldi loans as of September 30, 2012 and
December 31, 2011:

September 30, 201

Accruing

Accruing Accruing Greater Total

3059 Day: 60-89 Day: Than Financing
(Dollars in thousands Past Due Past Due 90 Days Nonaccruze Current Receivable:
Construction & land development $ 0o $ 0O $ 0 $1,79C $ 54,42: $ 56,21
Commercial real esta 5 0 0 23,41¢ 450,38 473,80:
Residential real esta 3,041 363 0 18,65« 540,36: 562,42:
Commercial and financic 0 0 0 37 58,18t 58,22
Consume 69 5 0 55% 50,931 51,56¢
Other 0 0 0 0 25k 25E
Total $ 3,11t $ 368 $ 0 $4445( $1,154,54! $1,202,47
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December 31, 201

Accruing

Accruing Accruing Greater Total

3059 Day:  60-89 Day: Than Financing
(Dollars in thousands Past Due Past Due 90 Days Nonaccruz Current Receivable:
Construction & land development $ 6 $ 21t $ 0 $ 2227 $ 46,73¢ $ 49,18
Commercial real esta 83€ 0 0 13,12( 494,39 508,35:
Residential real esta 2,97¢ 607 0 12,55¢ 530,10! 546,24¢
Commercial and financi: 80 0 0 1€ 53,00¢ 53,10t
Consume 24¢ 74 0 60¢ 49,68 50,61:
Other 0 0 0 0 57t 57E
Total $ 4147 $ 89 $ 0 $2852¢ $1,174,50! $1,208,07:

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

Loans not meeting the criteria above are considerée pass-rated loans and risk grades are reassatleast annually by the loan
relationship manager. The following table presémesrisk category of loans by class of loans basethe most recent analysis performed as
of September 30, 2012 and December 31, 2011:

September 30, 201

Constructiot Commercic
Commerciz Consume
& Land Residentia and
(Dollars in thousands Developmer Real Estat Real Estat Financial Loans Total
Pass $ 49,94 $372,37( $523,00¢ $ 57,090 $50,20( $1,052,60!
Special mentiol 1,74¢ 34,00: 1,12¢ 83¢ 392 38,10¢
Substandar 0 22,59 9 25€ 274 23,13¢
Doubtful 0 0 0 0 0 0
Nonaccrua 1,79(C 23,41¢ 18,65« 37 55% 44,45(
Troubled debt restructur 2,73¢ 21,417 19,62: 0 40C 44 17¢

$ 56,21 $473,800 $562,42: $ 58,22¢ $51,81¢ $1,202,47
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(Dollars in thousands
Pass

Special mentiol
Substandar

Doubtful

Nonaccrua

Troubled debt restructur:

December 31, 201

Constructiot Commercic
Commerciz Consume
& Land Residentia and

Developmer Real Estat Real Estat Financial Loans Total
$ 42,89¢ $387,16: $505,31¢ $ 51,37 $49,29¢ $1,036,05!
80z 57,33¢ 5,52¢ 1,44 522 65,63
a0 5,55¢ 133 16€& 30t 6,254
0 0 0 0 0 0
2,22 13,12( 12,55t 16 60¢ 28,52¢
3,16¢ 45,18( 22,718 101 451 71,61
$ 49,18¢ $508,35. $546,24t $ 53,10f $51,18¢ $1,208,07.
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Item 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS
THIRD QUARTER 2012

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

EARNINGS OVERVIEW

During 2011 and into 2012, we made good progressumg our strategic plan, even though there wigmafecant headwinds from the
operating and interest rate environment. We bel@wraargeted plan to grow our customer and comigidranchise is the best way to build
shareholder value going forward. Noninterest inc@fse increased as a result of growth in key a@wisuch as mortgage banking gains, and
fees earned from increased households and busiepssit relationships. These successes were a disdt of implementing the strategic
plan adopted by our board of directors three yagos In 2011 and the first nine months of 2012 rapd tactical execution and our
improved condition supported better growth for botimsumer household and commercial relationships.

Management began implementing a combination obastiincluding office consolidations, revenue erdeaments, acceleration of growth
initiatives and a variety of cost-saving opportigstduring the third quarter of 2012. Our decidimaccelerate our problem loan liquidation
activities during the second quarter of 2012 was @fathis larger review initiated to support eangé growth in 2013. Adjustments to expense
associated with branch consolidations, severand®eganizational changes to restore higher levigisafitability totaled $1,071,000 and
impacted the Company’s reported net income of $B07for the third quarter of 2012, which compared et loss of $2,335,000 for the
second quarter of 2012 and net income of $2,648&@0Me third quarter a year ago. Net loss avéglah common shareholders (after
preferred dividends and accretion of preferredistbscount) for the third quarter of 2012 totaletd®,000 or $0.01 per average common
diluted share, compared to a net loss of $3,27200@0.03 per average common diluted share foséleend quarter in 2012, and net income
of $1,711,000 or $0.02 per average common dilutedesfor the third quarter of 2011. We expect twrd additional charges totaling
approximately $1.0 million in the fourth quartetated to branch consolidations.

Our performance for the second and third quarteP®d2 and prospectively for the fourth quarteR012 reflects our determination to tackle
risk exposures while planning for improved growtid @arnings in 2013. We are in the process of implging reductions in expenses
expected to total $7.4 million in 2013. Approximgt®4.9 million of the reduction is related to cangerating expenses of which $3.3 million
have been implemented and will fully impact thetfijuarter of 2013. An additional $1.7 million #duced annual core operating costs are
expected to be implemented in the first and secpradters of 2013. In addition, we project
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noncore credit related expenses, primarily lossestioer real estate owned (OREOQ) and asset digposikpense, will be reduced by $2.5
million in 2013. In addition, revenue and growtitiatives in response to improving market condiianclude making additional investments
in people to increase our lending capacity in mmercial and business banking lines and expargtiogth initiatives related to our
mortgage business. These investments are expecsegport an acceleration of our loan productioalf3. Our successful retail and
business deposit growth initiatives have also legranded to drive further increases in househ@dsed, margins and fees for 2013.

Provisioning for loan losses of $0.9 million foetthird quarter of 2012 was lower compared to $@lBon in provisioning for the second
quarter of 2012, and the $2.3 million providedhe first quarter of 2012. During the second quarf&012, we took write downs and added
specific reserves during the second quarter of 20ians that could be resolved by year-end 2Th2. allowance for loan losses to loans
outstanding ratio at September 30, 2012 was 1.8&pecompared to 2.35 percent a year earlier.

The net interest margin was unchanged at 3.17 pedeging the third quarter of 2012 from the secquodrter of 2012, but was lower by 27
basis points from third quarter 2011’'s margin.Ha first and second quarters of 2012, a porticth@fsecurities portfolio was sold to reduce
interest rate and price risk, and this reducedmetest income compared to prior periods. Higheshdiquidity, and lower loan and
investment security yields have been partiallyetffsy improved deposit mix. The Company has cosetinio benefit from lower rates paid -
interest bearing liabilities. The Company has impibits acquisition, retention and mix of depoaits this has resulted in lower funding
costs. The average cost of interest bearing ltaslivas 0.49 percent for the third quarter of 2@b2npared to 0.59 percent for the second
quarter of 2012, and was 38 basis points lower @vagpto the third quarter of 2011. The yield omeay assets decreased by 9 basis points
during the third quarter of 2012, compared to #heosd quarter of 2012, and was 59 basis pointsritvea for the third quarter of 2011. Lc
demand has been better during the first, secondhambtquarters of 2012 and prospectively our fosilsbe on continuing to improve our
deposit mix and adding to our loan balances.

Noninterest income (excluding securities gainsjleat $5.7 million and $5.2 million for the thirddaeecond quarters of 2012, respectiv
compared to $4.7 million for the third quarter 6fl2. Mortgage banking revenues increased $599,0@pared to the third quarter of 2011
with improved stability in home prices, increasedvice release premiums and improved transactaw fesulting in higher income. While
service charges on deposits were $55,000 lower wbepared to third quarter 2011 (entirely in oveftlfees), improved results occurred in
interchange income for the third quarter of 20Iater by $150,000 over prior year. Interchangerime and other charges and fees are
derived from customer relationships, which haveaased as a result of more accounts and houseamHisesult of the retail deposit growth
strategy. Marine finance fees were $50,000 higfen in the third quarter of 2011 and other inconas wp $295,000 (principally in merchant
income), while wealth management fees were $65®06r.

Noninterest expenses decreased by $389,000 vasosdsquarter 20.'s result and were $1.3 million higher when complaethe third
quarter of 2011. Overhead related to salaries agkgj the largest component of overall overheack $@68,000 higher compared to the
second quarter of 2012 and were $1,201,000 higbrsusg third quarter 2011’s result.
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Adjustments during the third quarter of 2012 indd&839,000 for severance and organizational clsaange $232,000 for office
consolidations. Increasing as well year over yearevemployee benefits, up $533,000 or 38.3 perpentipally due to higher healthcare
costs. Partially offsetting, asset dispositionsesmge and losses on other real estate owned anssesgsed assets decreased by $460,000 on a
aggregate basis compared to third quarter 201lectafg the significant reduction in OREQO year oyear.

CRITICAL ACCOUNTING ESTIMATES

The preparation of consolidated financial statemesdiuires management to make judgments in thécagiph of certain of its accounting
policies that involve significant estimates anduaggtions. Management, after consultation with teen@anys Audit Committee, believes t
most critical accounting estimates and assumptimgisinvolve the most difficult, subjective and qolex assessments are:

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

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

Allowance and Provision for Loan Losses

The information contained on pages 36-37 and 48ERed to the “Provision for Loan Losses”, “Loanrfolio”, “Allowance for Loan
Losses” and “Nonperforming Assets” is intended ésatibe the known trends, events and uncertawtiésh could materially affect the
Company'’s accounting estimates related to our @ime for loan losses.

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

At September 30, 2012, outstanding securities das#gl as available for sale totaled $588,248,0686.f&ir value of the available for sale
portfolio at September 30, 2012 was more than héstbamortized cost, producing net unrealized gaifn$7,435,000 that have been included
in other comprehensive income (loss) as a compafesitareholders’ equity (net of taxes). The Comypaade no change to the valuation
techniques used to determine the fair values afrges during 2012 and 2011. The fair value oftesecurity available for sale was obtained
from independent pricing sources utilized by manwricial institutions. The fair value of many statel municipal securities are not readily
available through market sources, so fair valugnedés are based on quoted market price or pricgisndlar instruments. Generally, the
Company obtains one price for each security. Howeetual values can only be determined in an demgth transaction between a willing
buyer and seller that can, and often do, vary from
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these reported values. Furthermore, significanhglsa in recorded values due to changes in actdgbanmeived economic conditions can
occur rapidly, producing greater unrealized logsagains in the available for sale portfolio.

The credit quality of the Company’s securities lrodd are primarily investment grade. As of Septen®@e 2012, the Company’s available
for sale investment securities, except for apprexety $0.9 million of securities issued by stated their political subdivisions, generally are
traded in liquid markets. U.S. Treasury and U.Svéeoment agency obligations totaled $492.1 mill@n83.7 percent of the total available
for sale portfolio. The remainder of the portfotionsists of private label securities, most secbsedollateral originated in 2005 or prior years
with low loan to values, and current FICO scoresvab/00. Generally these securities have credpatgxceeding 5%. The collateral
underlying these mortgage investments are prim&flyand 15-year fixed rate, 5/1 and 10/1 adjustedtie mortgage loans. Historically, the
mortgage loans serving as collateral for thosestments have had minimal foreclosures and losses.

Our investments are reviewed quarterly for othanttemporary impairment (“OTTI"). The following pmary factors are considered for
securities identified for OTTI testing: percent liilge in fair value, rating downgrades, subordinatiduration, amortized loan-to-value, and
the ability of the issuers to pay all amounts duadcordance with the contractual terms. Pricesingd from pricing services are usually not
adjusted. Based on our internal review procedundslze fair values provided by the pricing serviaes believe that the fair values provided
by the pricing services are consistent with thegples of ASC 820, Fair Value Measurement. Howgerroccasion pricing provided by the
pricing services may not be consistent with otheenved prices in the market for similar securitiésing observable market factors,
including interest rate and yield curves, volaght prepayment speeds, loss severities and defaedt, the Company may at times validate
observed prices using a discounted cash flow malusing the observed prices for similar secgritiedetermine the fair value of its
securities.

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

The Company also held stock in the Federal Home [Bank of Atlanta (“FHLB”) totaling $5.5 million asf September 30, 2012, nominally
lower from year-end 2011. The Company accountg#$dfFHLB stock based on the industry guidance it€/A82, Financial Services—
Depository and Lending, which requires the invesiinte be carried at cost and evaluated for impaitrbased on the ultimate recoverability
of the par value. We evaluated our holdings in FHit@&ck at September 30, 2012 and believe our hgddimthe stock are ultimately
recoverable at par. We do not have operationatjaidity needs that would require redemption of Ei#LB stock in the foreseeable future
and, therefore, have determined that the stocktigther-than-temporarily impaired.

Realization of Deferred Tax Assets

At September 30, 2012, the Company had net deféavedssets (‘DTA”) of $17.2 million. Although rézdtion is not assured, management
believes that realization of the carrying valuehaf DTA is more likely than not, based upon expémia as to future taxable income and tax
planning strategies, as defined by ASC 740 Incoaee$. In comparison, at September 30, 2011 the @oynipad net DTAs of $15.0 millio
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As a result of the losses incurred in 2008, 2068, 2010 the Company was and is in a three-year lativeel pretax loss position. The
Company has recorded deferred tax valuation alloesufor its DTAS, primarily net operating loss (“NQ carryforwards totaling
approximately $45.2 million at September 30, 28fould the economy show improvement and the Conipangdit losses continue to
moderate prospectively as the Company continugsnierate taxable income, increased reliance ongeament’s forecast of future taxable
earnings could result in realization of additiohdlre tax benefits from the net operating lossyfarwards. We believe our future taxable
income will ultimately allow for the recovery ofdfiNOL, and the realization of its DTA, most likedgmetime in 2013.

Contingent Liabilities

The Company is subject to contingent liabilitiessluding judicial, regulatory and arbitration predings, and tax and other claims arising
from the conduct of our business activities. Tha®eeedings include actions brought against the izmy and/or our subsidiaries with
respect to transactions in which the Company araliosubsidiaries acted as a lender, a financidbad a broker or acted in a related
activity. Accruals are established for legal arlteotclaims when it becomes probable that the Cognpélhincur an expense and the amount
can be reasonably estimated. Company managemegethés with attorneys, consultants and other psidesls, assesses the probability and
estimated amounts involved in a contingency. Thhoug the life of a contingency, the Company or advisors may learn of additional
information that can affect our assessments ahobigbility or about the estimates of amounts ingdlvChanges in these assessments can
lead to changes in recorded reserves. In additi@nactual costs of resolving these claims mayubstantially higher or lower than the
amounts reserved for the claims. At September @D2 2nd 2011, the Company had no significant atsfoacontingent liabilities and had
no known pending matters that could potentiallysigmificant.

RESULTS OF OPERATIONS
NET INTEREST INCOME

Net interest income (on a fully taxable equivaleasis) for the third quarter of 2012 totaled $15,000, decreasing from 2C's second
quarter by $57,000 or 0.4 percent, and lower thad guarter 2011’s result by $930,000 or 5.5 petrceower asset yields as a result of the
Federal Reserve’s actions to lower interest ratelstlae restructuring of the investment portfoliddaer pricing risks, has reduced 2012's net
interest income. The following table details ne¢erest income and margin results (on a tax equivddasis) for the past five quarters:

Net Interest Net Interest
Income Margin

(Dollars in thousands (tax equivalen: (tax equivalen
Third quarter 2011 $ 16,92¢ 3.44%
Fourth quarter 201 17,02( 3.4z
First quarter 201 16,68¢ 3.3¢
Second quarter 201 16,05: 3.17
Third quarter 201. 15,99t 3.17
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Fully taxable equivalent net interest income immmon term and measure used in the banking indbstris not a term used under generally
accepted accounting principles (“GAAP”). We beli¢hiat these presentations of tax-equivalent netést income and tax equivalent net
interest margin aid in the comparability of neengist income arising from both taxable andeéagmpt sources over the periods presentec
further believe these non-GAAP measures enhanestors’ understanding of the Company’s businesgarfdrmance, and facilitate an
understanding of performance trends and comparisthshe performance of other financial institutso The limitations associated with
these measures are the risk that persons miglgrdisas to the appropriateness of items compribiege measures and that different
companies might calculate these measures diffgrantluding as a result of using different assurteedrates. These disclosures should not
be considered an alternative to GAAP. The followimigrmation is provided to reconcile GAAP measuaed tax equivalent net interest
income and net interest margin on a tax equivdlasis.

Third Second First Fourth Third

Quarter Quarter Quarter Quarter Quarter
(Dollars in thousand 2012 2012 2012 2011 2011
Non-taxable interest income $ 82 $ 8 $ 92 $ 87 $ 10¢
Tax Rate 35% 35% 35% 35% 35%
Net interest income (TE $15,99¢ $16,05: $16,68¢ $17,02( $16,92¢
Total net interest income (not T 15,95: 16,007 16,64: 16,97« 16,86¢
Net interest margin (TE 3.171% 3.11% 3.3%% 3.42% 3.4%%
Net interest margin (not TE 3.1¢€ 3.1¢€ 3.32 3.41 3.4:

The earning asset mix changed year over year inmgaget interest income. For the third quarter@f2, average loans (the highest yielding
component of earning assets) as a percentage Kafge/earning assets totaled 61.0 percent, compa&d3 percent a year ago. Average
securities as a percentage of average earningakszeased from 32.2 percent a year ago to 286ngeduring the third quarter of 2012 and
interest bearing deposits and other investmenteased to 10.4 percent in 2012 from 6.5 perceR®@irl. The net interest margin continues to
be negatively impacted by higher levels of overhlgiuidity. While average total loans as a peragetof earning assets was generally
unchanged, the mix of loans changed, with voluretteéd to commercial real estate representing gdrdent of total loans at September 30,
2012 (compared to 44.9 percent at September 3@,)20Lr reduced exposure to commercial constructimhland development loans on

residential and commercial properties was sligltiyer, totaling $20.9 million at September 30, 20&2sus $22.7 million at September 30,
2011.
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Lower yielding residential loan balances with iridials (including home equity loans and lines, padsonal construction loans) represented
49.7 percent of total loans at September 30, 2045(s 46.4 percent at September 30, 2011) (sesn“Bortfolio”).

The yield on loans decreased 41 basis points ®pkécent over the last twelve months with nonaaldaans totaling $44.5 million or 3.70
percent of total loans at September 30, 2012 (ge$8@.6 million or 2.70 percent of total loans ep@mber 30, 2011). The yield on
investment securities was lower, decreasing 85lpasnts year over year to 2.24 percent for thel thiarter of 2012, due primarily to
securities sold to reduce interest rate risk aimVestment at lower yields. The yield on interesating deposits and other investments was
slightly lower at 0.46 percent for third quarterl20compared to a year earlier. Although we arengglegightened competition among lenders
in the Company’s markets for quality borrowers tigatarly in the form of pricing pressure, we rem&cused on offsetting pricing pressures
with deposit product offerings and other fee opyaittes from the entire relationship.

Average earning assets for the third quarter oR40treased $54.1 million or 2.8 percent compaoe2Dil1’s third quarter. Average loan
balances for 2012 increased $25.6 million or 21t to $1,223.3 million and average interestingadeposits and other investments
increased $82.4 million or 64.8 percent to $209il5an, while average investment securities deceee®53.9 million or 8.6 percent to $574.3
million. Remaining proceeds from the sale of semsiduring 2012 are likely to be deployed to legdactivities or additional investment
securities purchases.

Commercial and commercial real estate loan prodndbr the first nine months of 2012 totaled apprately $62 million, compared to
production for all of 2011 and 2010 of $63 milliand $10 million, respectively. Improvements in coanaial production resulted from a
focused program to target small business segmesgsrhpacted by the lingering effects of the raoes®Vhile commercial production has
improved, period-end total loans outstanding desddy $6.1 million or 0.5 percent since Septen3Be2011, reflecting ongoing problem
loan resolution activities over the past twelve therand most recently, a $10.3 million commeraahl moving to available for sale during
the third quarter of 2012. In comparison, loangel@sed by $54.8 million or 4.3 percent at SepterBBeP011 year over year. Our strategy
has been to focus on hiring commercial lendershfedarger metropolitan markets in which the Conypeampetes, principally Orlando and
Palm Beach. At September 30, 2012 the Companyés commercial and commercial real estate loan jpipebas $46 million, versus $36
million at December 31, 2011 and $46 million at t®egber 30, 2011.

The Company has expanded its residential mortgzagedriginations and seeks to expand loans to $yaihesses prospectively in 2012 and
2013. However, as consumers and businesses sesuite their borrowings, and the economy remairekywepportunities to lend are mar
share driven.

Closed residential mortgage loan production forfitst, second and third quarters of 2012 totalé8d fillion, $66 million and $63 million,
respectively, of which $20 million, $26 million a$®4 million was sold servicing-released. In conmgaar, closed residential mortgage loan
production for the first, second and third quartefr2011 totaled $32 million, $50 million and $53Iman, respectively, of which $13 million,
$18 million and $17 million was sold servicing-r@sed. Applications for residential mortgages tat&i&12 million during the third quarter of
2012. Much of our loan production has been focusetkesidential home mortgages, which has
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continued to show signs of strengthening here imaarkets and across Florida. Existing home saldshame mortgage loan refinancing
activity in the Company’s markets have increased demand for new home construction is expectednmin soft. Inventory levels for
existing homes in many markets is now at a threéswr-month supply, some of the lowest levels@wmpany has seen since pre-recession.

The cost of average interest-bearing liabilitiethia third quarter of 2012 decreased 10 basis 9tnd.49 percent from second quarter 2012
and was 38 basis points lower than for the thirarpr of 2011, reflecting the lower interest ratgimnment and improved deposit mix. The
following table details the cost of average intele=aring liabilities for the past five quarters:

Secont
Third First Fourth Third
Quarte Quarte Quarte Quarte Quarte
2012 2012 2012 2011 2011
Rate 0.4<% 0.5%% 0.6&% 0.71% 0.87%

During 2012, the Company’s retail core deposit fobas continued to produce strong growth in copmsié customer relationships when
compared to prior year results. The improved depoisi and lower rates paid on interest bearing dépaluring the third quarter of 2012 (i
last several quarters) reduced the overall cogitaf deposits to 0.26 percent for the third quasf2012, 39 basis points lower than the same
guarter a year ago. A significant component favigraffecting the Company’s net interest margin, éverage balances of lower cost interest
bearing deposits (NOW, savings and money marktg)eid 72.1 percent of total average interest bgataposits for the third quarter of 2012,
an improvement compared to the average of 62.2peecyear ago. The average rate for lower costast bearing deposits for 2012 was
0.16 percent, down by 12 basis points from 2014iisl tquarter rate. Certificate of deposit (“CD"}ea paid were also lower for the third
quarter of 2012, averaging 0.82 percent, an 84lpasnt decrease compared to the third quarteaaago. Average CDs (the highest cost
component of interest bearing deposits) were 2&8gnt of interest bearing deposits for the thirdréer of 2012, compared to 37.8 percent
for 2011 with ending balances down to 27.0 peré@an€Ds as of September 30, 2012.

Average deposits totaled $1,679.8 million during third quarter of 2012, and were $4.5 million leghompared to third quarter 2011, even
with a planned reduction of single service timeaf#fpcustomers occurring. Average aggregate amdantdOW, savings and money market
balances increased $84.9 million or 10.1 percef9#6.8 million for 2012 compared to the third deaof 2011, average noninterest bearing
deposits increased $71.8 million or 22.3 perce3@4.5 million for 2012 compared to 2011, and agerCDs decreased by $152.2 millioi
29.8 percent to $358.5 million over the same peNdidh the low interest rate environment and |0W@é&r rate offerings available, customers
have been more complacent and are leaving mores farldwer cost average balances in savings aret tittuid deposit products that pay no
interest or a lower interest rate.

Average short-term borrowings have been principatijnprised of sweep repurchase agreements witbroess of Seacoast National, which

increased $41.6 million to $140.9 million or 41&gent for the third quarter in 2012 as compare2Dtbl for the same period. With balances
typically peaking during the fourth and first queag each year, public fund clients with larger baés have the most significant influence on
average sweep repurchase agreement
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balances outstanding during the year. Other borrgsvare comprised of subordinated debt of $53.Bomitelated to trust preferred securities
issued by trusts organized by the Company, andredsgafrom the FHLB of $50.0 million. No changeséaccurred to other borrowings
since year-end 2009.

We expect our net interest margin to grow as audifgy initiatives produce improved results and prablem loan liquidation activities are
concluded. We are positioned for stronger earngegformance with a more typical yield curve an@xasess liquidity is deployed into higher
earning assets. The focus the last three yearstoeving increased household growth year over ghauld produce future organic revenue
growth, as the long term value of core househdktioaships are revealed, as more products areasuldees earned, and as normalized
interest rates return as the economy improves.

PROVISION FOR LOAN LOSSES

Management determines the provision for loan loshasged to operations by continually analyzing eaahitoring delinquencies,
nonperforming loans and the level of outstandinigr@es for each loan category, as well as the ataduret charge-offs, and by estimating
losses inherent in its portfolio. While the Comparppolicies and procedures used to estimate theigiom for loan losses charged to
operations are considered adequate by manageraeturs beyond the control of the Company, sucheagsml economic conditions, both
locally and nationally, make managemasrjtidgment as to the adequacy of the provisionadlodance for loan losses necessarily approxi
and imprecise (see “Nonperforming Assets” and “dbmce for Loan Losses”).

The provision for loan losses is the result of tailked analysis estimating an appropriate and aatecpllowance for loan losses. The analysis
includes the evaluation of impaired loans as pilesdrunder ASC 310, Receivables as well as, arysisadf homogeneous loan pools not
individually evaluated as prescribed under ASC 4&@htingencies. For the first, second and thirdigus of 2012 we recorded higher
provisioning for loan losses of $2.3 million, $6rfllion and $0.9 million, respectively, which compd to provisioning in the first, second,
third and fourth quarters of 2011 of $0.6 milli&®.9 million, $0.0 million and $0.4 million, respaely. Net charge-offs for the first, second
and third quarters of 2012 totaled $3.4 million,3@illion and $2.4 million, respectively, somewhégher for the second quarter of 2012
compared to the first and third quarters of 2012 #veraged $2.9 million. Net charge-offs represgit32 percent of average total loans for
the first nine months of 2012, versus 1.16 peroéalverage total loans for all of 2011. Delinquetrgnds remain low and show continued
stability (see “Nonperforming Assets”).

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

Total commercial real estate (“CRE”") loan concetiires declined 8.7 percent from $542.1 million ap@mber 30, 2011 to $494.7 million at
September 30, 2012. Under regulatory guidelinesdonmercial real estate concentrations, Seacoagtrads total commercial real estate
loans (as defined in the guidance) representeg&fnt of total risk based capital at SeptembeBB02, substantively under the 300 per
limit designated by regulators.

36



Table of Contents

The Company'’s residential construction and lancefigsment loan concentrations have been reducetit@ $nillion or 0.9 percent of total
loans at September 30, 2012 (see “Loan Portfolio”).

The Company’s other loan portfolios related todential real estate are amortizing 1-4 family magtg loans. The Company has never
offered subprime, Alt A, Option ARM or any negative amortizingsidential loans, programs or products, althatighs originated and holt
residential mortgage loans from borrowers with io@dgor current FICO credit scores that are cutydess than “prime” FICO credit scores.
Substantially all residential originations have ieaderwritten to conventional loan agency stargldargtiuding loans having balances that
exceed agency value limitations.

The Company selectively adds residential mortgaged to its portfolio, primarily loans with adjulska rates. Home equity loans (amortizing
loans for home improvements with maturities of @5 years) totaled $58.4 million and home equitgd totaled $50.6 million at
September 30, 2012, compared to $63.6 million &&$million at September 30, 2011. Each borrowerslit was fully documented as part
of the Company’s underwriting of home equity lin€ee Company never promoted home equity lines greaan 80 percent of value or used
credit scoring solely as the underwriting critefiaerefore this portfolio of loans, primarily tostomers with other relationships to Seacoast
National, has performed better than portfolios f peers. Net char-offs for the nine months ended September 30, 26tbked $635,000 fc
home equity lines, compared to $683,000 for al@f1, and home equity lines past due 90 days oe iBwod nonaccrual lines (aggregated)
were $2,285,000 and $551,000 at September 30, 2842011, respectively.

NONINTEREST INCOME

Noninterest income, excluding gains or losses fsecurities, totaled $5,679,000 for the third quasfe2012, $973,000 or 20.7 percent hig
than for 2011’s third quarter and $460,000 or &B&pnt higher than the second quarter 2012. Naeisitethcome accounted for 26.3 percent
of total revenue (net interest income plus nonageincome, excluding securities gains or losge#)e third quarter of 2012, compared to
21.8 percent a year ago.
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Noninterest income for the third and second quaié012, and the third quarter of 2011, is dethés follows

Third Second Third
Quarter Quarter Quarter

(Dollars in thousands 2012 2011 2011
Service charges on deposits $1,62( $1,487 $1,67¢
Trust income 55( 564 541
Mortgage banking fee 1,15¢ 90z 55€
Brokerage commissions and fe 247 29¢ 321
Marine finance fee 27¢ 244 22¢
Debit card incom: 1,11¢ 1,15¢ 96¢
Other depos-based EFT fee 7C 84 71
Other income 63¢ 48€ 344
Total $5,67¢ $5,21¢ $4,70¢

For the third quarter of 2012, revenues from then@any’s wealth management services businesses trddrokerage) decreased year over
year and versus second quarter 2012, by $65,00® gercent. Included in the $65,000 decrease &gmar ago, trust revenue was highe
$9,000 or 1.7 percent and brokerage commissiondessdwere lower by $74,000 or 23.1 percent. Fenihe months ended September 30,
2012, income from the Company’s wealth managemantces increased $21,000 or 0.9 percent to $20866 Economic uncertainty is the
primary issue affecting clients of the Company’sitle management services.

Service charges on deposits for the third quarft@oa2 were $55,000 or 3.3 percent lower year gear versus 2011’s third quarter result,
but were $133,000 or 8.9 percent higher when coetptar second quarter 2012. Overdraft fees dech®8ad000 or 6.2 percent year over year
and represented approximately 75 percent of tetaice charges on deposits for the third quart&0df2, slightly lower than the average of
76 percent for all of 2011 and 77 percent for thiedtquarter of 2011. The regulators continue toaw the banking industry’s practices
around overdraft programs and additional regulatioud further reduce fee income for the Compaoyerdraft services. Year-to-date
service charges on deposits for 2012 decrease@@®5r 2.0 percent year over year to $4,568,000.

For the third quarter of 2012, fees from the narpuese sale of marine loans totaled $279,000, @ease of $50,000 or 21.8 percent
compared to third quarter 2011, and compared torgequarter 2012 were higher as well, by $35,00@&r@he first nine months,
approximately $10.5 million of 201&’overall production of $63.1 million has been pt the loan portfolio, the remainder sold. P
levels have been significantly lower since the ehd008 and are reflective of the general econatoignturn. Lower attendance at boat
shows by consumers, manufacturers, and marindamstaiver the past couple years has resulted iedowarine sales and loan volumes. The
Seacoast Marine Division is headquartered in Ridieadale, Florida with lending professionals inrlea, California, Washington and
Oregon.

Greater usage of check or debit cards over theggastral years by core deposit customers and asaised cardholder base has increased our
interchange income. For third quarter 2012, intengfe income increased $150,000 or 15.5 percentthiochquarter 2011, but was season
lower by $35,000 or 3.0 percent than second qua@i&®. Other deposit-based electronic funds trarf$-T") income decreased nominally
by $1,000 from third quarter
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2011, and compared to second quarter 2012 was®Lh@er. For 2012, year-to-date interchange incamctother deposit based EFT
income were higher year over year by $489,000 dt p@&rcent and $13,000 or 5.4 percent, respectiaely totaled $3,344,000 and $253,000,
respectively.

The Company originates residential mortgage loarits imarkets, with loans processed by commissi@meployees of Seacoast National.
Many of these mortgage loans are referred by thegamy’s branch personnel. Mortgage banking fedisarthird quarter of 2012 increased
$599,000 or 107.7 percent from 2011’s third quargsult, and were $253,000 or 28.0 percent highepared to the second quarter of 2012.
For the nine months ended September 30, 2012, eg®thanking fees increased $1,220,000 or 83.6 peiw&2,680,000, compared to prior
year. Mortgage revenues are dependent upon faeoiratierest rates, as well as good overall econgonditions, including the volume

home sales. Residential real estate sales andtaativwur markets improved over the past yearhwiinsactions increasing, prices firming
and affordability improving. As a result, the Compaxperienced more mortgage loan origination ofgpdties in markets it serves during
the past year and this is expected to continuend012. The Company was the number one origirdtbome purchase mortgages in
Martin, St. Lucie and Indian River counties dur2@l1 and the first eight months of 2012, basecherdtata available to date. The Company
has only had to repurchase or settle on 8 soldgaget loans ever and believes that its processesaaticbls make it unlikely that it will have
any material exposure in the future.

Other income for third quarter 2012 increased $2@%or 85.8 percent compared to the third quarteyaa ago, and from second quarter 2
was $153,000 or 31.5 percent higher. Includedéniiirease for 2012 compared to third quarter 2¢44 merchant income, which was
$170,000 higher than a year ago and reflectingbetlumes and additional incentive payments fopassing sales thresholds over the last
twelve months.

NONINTEREST EXPENSE:!

The Company’s overhead ratio was in the low to it in years prior to the recession. Lower earsiagd cyclical credit costs in 2011,
2010, and 2009 resulted in this ratio increasingdd percent, 104.6 percent, and 86.7 percemtectisely. For the first nine months of 20:
the overhead ratio was 97.3 percent and total temst expenses were $4,960,000 or 8.6 percengtigisus a year ago, totaling
$62,763,000. When compared to third quarter 2Qtta| honinterest expenses for third quarter 20t2emsed by $1,269,000 or 6.7 percent to
$20,332,000, and compared to second quarter 2Qdehers were lower by $389,000 or 1.9 percent.

Interest spreads available on new volumes arealtssctive today than they were nine to eleven imago, and that has led the Company to
believe it is necessary to accelerate activititeted to office consolidations and other ways tjustdts cost structure. During the third quarter
management’s organizational structure was streachiamd the Company announced the consolidatioounfdffices, resulting in severance
and other organizational costs of $832,000 anddbraonsolidation costs of $232,000 impacting ovadhie the third quarter of 2012. We
anticipate an additional $1 million in branch cdidation costs impacting the fourth quarter of thesar. Through these decisions and other
cost reduction measures expected to take eff@@13, and our tactical plans to increase loan pribgin next year, we anticipate improved
earnings for 2013.
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The primary cause for the increase in 2012 oved 20third quarter was higher salaries and wages anpliogee benefits, up by $1,201,00(
17.4 percent and $533,000 or 38.3 percent, respdctHigher commission and incentive payments386000 or 37.0 percent were inclu
in the increase for salaries and wages for 2012peoed to third quarter 2011, with vested long-tstatk incentives comprising $196,000 of
the increase. Base salaries and wages were alsertig $322,000 or 5.1 percent, reflecting add#@l@mommercial relationship managers
hired during the past twelve months and staff add@be compliance and risk management departm®aterance payments for positions
eliminated during the past quarter totaled $466,800tributing to the increase compared to a ygar a

The Company recognized higher costs during thd tpirarter of 2012 for its self-funded health cdengompared to third quarter 2011, with
an increase of $366,000 in expenditures resultiogn fa few large claims and higher utilization. Atsmtributing to the increase for employee
benefits was an increase in the Company matchnigpl@yee salary deferrals, resulting in an $105,0@6ase in 401K plan costs year over
year. The state of Florida continues to increasampioyment compensation rates to replenish funpows for disbursements, adding to c
as well. Consistent with quarterly results, emptobenefit costs were $1,422,000 or 32.1 percetiehifpr the first nine months of 2012,
compared to a year ago. The Company has met witelf-funded plan provider and discussed possiippacts of U.S. Health Care Reform
and determined that no immediate or material firdrstatement impacts are apparent.

Outsourced data processing costs totaled $1,92300@0e third quarter of 2012, an increase of $288 or 14.1 percent from third quarter a
year ago, and ye-to-date outsourced data processing costs for R@t@ased $572,000 or 11.7 percent. Seacoast Matitiizes third

parties for its core data processing systems. Quted data processing costs are directly relatéoetmumber of transactions processed. Core
data processing, software licensing, and softwait@nance costs were $142,000, $74,000 and $3Rjg86ér for third quarter 2012, versus
a year ago for the third quarter. Partially offeettthis increase, interchange and other electriumids transfer costs (aggregated) were
$15,000 lower for 2012. Outsourced data processisgs can be expected to increase as the Compaumsitsess volumes grow and new
products such as bill pay, internet banking, eécdme more popular.

Occupancy costs were higher by $113,000 or 5.7epérfor the third quarter of 2012 compared to y&str, summing to $2,080,000, and were
$137,000 or 7.1 percent higher than the secondejuair2012. Year over year, furniture and equipnexpenditures increased nominally for
the third quarter of 2012, by $15,000. Branch ctidation costs of $232,000 were recorded duringthiirel quarter of 2012 and were the
primary contributor to the increases. Additionahsolidation costs of approximately $1 million axpected to impact occupancy and
furniture and equipment costs in the fourth quarfe2012.

For the third quarter of 2012, marketing expensesduding sales promotion costs, ad agency prodnand printing costs, newspaper and
radio advertising, and other public relations cesisociated with the Company'’s efforts to marketipcts and services, increased by
$234,000 or 42.5 percent to $785,000 when compardtk third quarter of 2011. Year-to-date, markgis $418,000 or 21.2 percent higher
than a year ago. Marketing expenses for 2012 drad 2011
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reflect a focused campaign in our markets targetiegcustomers of competing financial institutiamsl promoting our brand. Sales
promotions, direct mail activities and donationsd@ponsorships) have been ramped up the mosgd20it? versus a year ago.

Legal and professional fees decreased by $782,080.8 percent to $714,000 for the third quarte2@f2, compared to a year ago, and were
$711,000 or 14.7 percent lower for the first ninentins of 2012 compared to 2011. Legal fees wer& 806 lower for the third quarter of
2012 year over year, and were $591,000 lower coeapi@rthe second quarter of 2012. Legal fees hexediuring the third quarter and year

to date of 2012 from a $500,000 recovery of feesnded in a prior period for a single creditor. $frectively, legal fees can be expected to be
lower as problem assets decline. Other professieealfor 2012 were higher year over year and @ekmounts paid for the Company
outsourcing most internal audit activities.

The FDIC assessment for the first, second and thuadters of 2012 totaled $706,000, $707,000 a®& $60, respectively, compared to first,
second and third quarter 2011’'s assessments of @5%$688,000 and $687,000. As of April 1, 20h&, EDIC's calculation of assessments
changed, utilizing total assets less Tier 1 riskdobcapital as a base for calculation, versus gedrdal deposits. Applicable premium rates
have been adjusted for the change in the base spittific adjusting risk factors deemed importanthe FDIC utilized in the determination
of applicable premium rates. The Company’s assassnuader the FDIC's new methodology are lower.

Net losses on other real estate owned (OREOQO) gubsessed assets, and asset disposition expesgemtesl with the management

OREO and repossessed assets (aggregated) totad@® $®0, $1,158,000 and $925,000 for the firstped and third quarters of 2012,
respectively. OREO balances declined by 62.5 p¢@npared to last year and total approximatel $&illion at September 30, 2012. Of
the $925,000 total for the third quarter of 20156t disposition costs summed to $364,000 andsst$ on OREO and repossessed assets
totaled $561,000.

Other noninterest expenses increased $156,00@ @ercent to $2,314,000 for the third quarter df2@&hen comparing to the same perio
2011, but were lower compared to the second quaft2d12 by $196,000 or 7.8 percent. More signiftazhanges year over year from third
quarter 2011 included employee placement and rétoceosts (up $209,000) and bank meeting cost$89000), partially offset by a
reversal of accrued VISA litigation and settlemeosts of $203,000. Other noninterest expensesiénine months ended September 30,
2012 were $843,000 or 13.3 percent higher tha®iri Zor the same period.

CAPITAL RESOURCES

The Company’s equity capital at September 30, 20tied $167.2 million and the ratio of sharehasdequity to period end total assets was
8.03 percent, compared with 8.33 percent at Sepet) 2011, and 7.96 percent at December 31, ZHdcoast’'s management uses certain
“non-GAAP” financial measures in its analysis of tiompany’s capital adequacy. Seacoast’'s managersesthis measure to assess the
quality of capital and believes that investors rfiagl it useful in their analysis of the Company.idbapital measure is not necessarily
comparable to similar capital measures that mayresented by other companies.
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The Company’s capital position remains strong, ingeghe general definition of “well capitalized” it a total risk-based capital ratio of
18.67 percent at September 30, 2012, comparedSejpttember 30, 2011’s ratio of 18.68 percent andpeoed with 18.77 percent at
December 31, 2011.

The Company and Seacoast National are subjecrimugageneral regulatory policies and requiremesitgting to the payment of dividends,
including requirements to maintain adequate capltalve regulatory minimums. The appropriate fedeaak regulatory authority may
prohibit the payment of dividends where it has daiteed that the payment of dividends would be asafmor unsound practice. The
Company is a legal entity separate and distinehf8eacoast National and its other subsidiariestte@€ompany’s primary source of cash
and liquidity, other than securities offerings dmirowings, is dividends from its bank subsidid®yior OCC approval presently is required
for any payments of dividends from Seacoast Natitméne Company.

The OCC and the Federal Reserve have policiegtitaiurage banks and bank holding companies toipaledds from current earnings, a
have the general authority to limit the dividendsdgby national banks and bank holding compangspectively, if such payment may be
deemed to constitute an unsafe or unsound pratftice the particular circumstances, either ofsadederal regulators determined that the
payment of dividends would constitute an unsafensound banking practice, either the OCC or theefaddReserve may, among other thit
issue a cease and desist order prohibiting the eayof dividends by Seacoast National or us, rasmdyg. Under a recently adopted Federal
Reserve policy, the board of directors of a barlkihg company must consider different factors tewge that its dividend level is prudent
relative to the organization’s financial positiomdais not based on overly optimistic earnings sdeaauch as any potential events that may
occur before the payment date that could affechibty to pay, while still maintaining a strongéncial position. As a general matter, the
Federal Reserve has indicated that the board eétdirs of a bank holding company, such as Seac¥asi|d consult with the Federal Rese
and eliminate, defer, or significantly reduce tlamlbholding company’s dividends if: (i) its net ame available to shareholders for the past
four quarters, net of dividends previously paididgithat period, is not sufficient to fully fundehdividends; (ii) its prospective rate of
earnings retention is not consistent with its apieeds and overall current and prospective filmdondition; or (iii) it will not meet, or is i
danger of not meeting, its minimum regulatory calpdidequacy ratios.

Since May 19, 2009, based on discussions with dueifal Reserve and a review of recently adoptedraeReserve policies related to
dividends and other distributions, cash dividend®or outstanding common stock have been suspdaddd:ontinue to be suspended at this
time). The Company has paid and is current oniaililends and interest payments on its Series Adpmred Stock and trust preferred
securities. The Company is required to continueotasult with the Federal Reserve and will seek adreach quarter before making
payments.
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At September 30, 2012, the capital ratios for tben@any and its subsidiary, Seacoast National, aerfellows:

Seacoa:
Seacoast Minimum to be
(Consolidatec Nationa Well Capitalized
September 30, 201
Tier 1 capital ratic 17.41% 16.7¢% 6%
Total risk-based capital rati 18.61% 18.0/% 10%
Tier 1 leverage rati 10.11% 9.7/% 5%

* For subsidiary bank onl

Changes in rules affecting risk based capital ¢afimns have been proposed and the Company has gaispective look at its ratios,
finding that our ratios remain quite strong in epf the proposed adjustments.

FINANCIAL CONDITION
Total assets increased $30,656,000 or 1.5 peraant$eptember 30, 2011 to $2,081,693,000 at Sejpiedth 2012.

LOAN PORTFOLIO

Total loans (net of unearned income) were $1,2@000 at September 30, 2012, $6,070,000 or 0.%pekess than at September 30, 2011,
and $5,596,000 or 0.5 percent less than at Dece®ih&011. During the third quarter of 2012, a caeruial real estate credit totaling $10.3
million was sold and is reflected in loans avaiafur sale at September 30, 2012, contributindpéodverall decrease. A total of $261 million
of new loans was produced and added to the loafoporduring the twelve months ended September28d2. The Company continues to
look for opportunities to invest excess liquiditydabelieves the best current use is to fund loawtyr. We have added 11 new commercial
relationship managers over the past twelve monttishwwill further help in increasing loan growth2013, prospectively. The following
table details loan portfolio composition at Septem®0, 2012, December 31, 2011 and September 30Q; 20

September 3 September 3l
December 31

(Dollars in thousands 2012 2011 2011
Construction and land development $ 56,21 $ 49,18 $ 47,65:
Commercial real esta 473,80 508,35 519,35:
Residential real esta 562,42: 546,24t 535,92!
Commercial and financic 58,22: 53,10¢ 53,53¢
Consume 51,56¢ 50,61: 51,73¢
Other loans 25E 57¢ 34¢
Total $1,202,47: $1,208,07: $1,208,54!
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Construction and land developméwnens, including loans secured by commercial retdte, were comprised of the following types ohloat
September 30, 2012 and 2011:

September 3(

2012 2011
(In millions) Funde Unfunde« Total Funde« Unfunde« Total
Construction and land developmer
Residential
Condominiums $0C $ 0C $0C $0C $ o0C $0C
Town homes 0.C 0.C 0.C 0.C 0.C 0.C
Single family residence 0.C 0.C 0.C 0.C 0.C 0.C
Single family land and lot 5.8 0.C 5.8 6.4 0.C 6.4
Multifamily 4.€ 0.C 4.€ 5.5 0.C 5.5
10.4 0.C 10.4 11.¢€ 0.C 11.¢€
Commercial:
Office buildings 0.C 0.C 0.C 0.C 0.4 0.4
Retail trade 0.C 0.C 0.C 0.C 0.C 0.C
Land 9.8 0.C 9.8 10.Z 0.C 10.Z
Industrial 0.C 0.C 0.C 0.C 0.C 0.C
Healthcare 0.C 0.C 0.C 0.C 0.C 0.C
Churches and educational faciliti 0.7 2.5 3.2 0.C 0.C 0.C
Lodging 0.C 0.C 0.C 0.C 0.C 0.C
Convenience store 0.C 0.C 0.C 0.€ 0.C 0.€
Marina 0.C 0.C 0.C 0.C 0.C 0.C
Other 0.C 0.C 0.C 0.C 0.C 0.C
10.5 2.5 13.C 10.€ 0.4 11.2
Total residential and commercial construction attldevelopmer 20.¢ 2.8 23.4 221 0.4 23.1
Individuals:
Lot loans 16.4 0.C 16.4 18.¢€ 0.C 18.¢€
Constructior 18.¢ 15.¢ 34.7 6.4 14.5 20.¢
35.2 15.¢ 51.1 25.C 14.F 39.t
Total $56.2 $ 18.2 $74.E $47.7 $ 14.¢ $62.€

* Reassessment of collateral assigned to a partidokam over time may result in amounts being reamsito a morappropriatdoan type
representing the loé's intended purpose, and for comparison purposes period amounts have been restated to reflecthttznge
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Commercial real estate mortgages were lower byGsdfilion or 8.8 percent to $473.8 million at Septeer 30, 2012, compared to
September 30, 2011. Commercial real estate mortgages, excluding construction and developmentdparere comprised of the following
loan types at September 30, 2012 and 2011:

September 3(

2012 2011
(In millions) Fundec Unfundec Total Fundec Unfundec Total

Office buildings $102.« $ 0.8 $103.z $122.( $ 0.c $122.¢
Retail trade 121.1 0.C 121.1 146.1 0.C 146.1
Industrial 71.c 0.1 71.4 72.5 0.1 72.€
Healthcare 35.¢ 1.4 37.2 29.¢ 0.8 30.4
Churches and educational faciliti 26.2 0.C 26.2 27.¢ 0.C 27.¢
Recreatior 2.7 0.1 2.8 2.7 0.C 2.7
Multifamily 7.8 0.C 7.8 15.4 0.C 15.4
Mobile home park: 2.1 0.C 2.1 2.2 0.C 2.2
Lodging 19.1 0.C 19.1 19.€ 0.C 19.€
Restauran 4.4 0.C 4.4 4.3 0.C 4.3
Agriculture 7.3 1.1 8.4 8.¢ 0.8 9.7
Convenience store 16.€ 0.C 16.€ 19.¢ 0.C 19.¢
Marina 21.4 0.C 21.4 21.4 0.C 21.4
Other 35.€ 0.2 35.¢ 26.¢ 0.2 27.1
Total $473.¢ $ 3.7 $477F $519¢4 $ 2.8 $522.C

Fixed rate and adjustable rate loans secured bynewaial real estate, excluding construction loamtsjed approximately $302 million and
$172 million, respectively, at September 30, 2@&tnpared to $336 million and $183 million, respedliy, a year ago.

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

Exposure to market interest rate volatility witlspect to long-term fixed rate mortgage loans hetdrfvestment is managed by attempting to
match maturities and re-pricing opportunities amdugh loan sales of most fixed rate product. Rerfirst, second and third quarters of 2012,
closed residential mortgage loan production tot&8l million, $66 million and $63 million, respeatly, of which $20 million, $26 million

and $34 million of fixed rate loans were sold seing released while adjustable products were atti#te portfolio.

At September 30, 2012, approximately $354 millio®s® percent of the Company’s residential mortgaglances were adjustable, compared
to $324 million or 61 percent at September 30, 20bans secured by residential properties havixerfirates totaled approximately $100
million at September 30, 2012, of which 15- andy8@+ mortgages totaled approximately $25
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million and $75 million, respectively. Remainingdi rate balances were comprised of home improveloans, most with maturities of 10
years or less. In comparison, loans secured bglaesal properties having fixed rates totaled appnately $93 million at September &
2011, with 15- and 30-year fixed rate residentiatigages totaling approximately $26 million and $6iflion, respectively. The Company
also has a small home equity line portfolio totglapproximately $51 million at September 30, 2@&ghtly lower than the $55 million that
was outstanding at September 30, 2011.

Perhaps reflecting the impact on lending of an eaonbeginning to heal, commercial loans increaged fillion or 8.8 percent year over
year and totaled $58.2 million at September 30228@mpared to $53.5 million a year ago. Commeteiading activities are directe
principally towards businesses whose demand fatdume within the Company’s lending limits, suctsamll- to medium-sized professional
firms, retail and wholesale outlets, and light istglial and manufacturing concerns. Such businemsesmaller and subject to the risks of
lending to small to medium sized businesses, imefydut not limited to, the effects of a downtumrthe local economy, possible business
failure, and insufficient cash flows.

The Company also provides consumer loans (incluiisigldlment loans, loans for automobiles, boats, aher personal, family and
household purposes, and indirect loans throughede#d finance automobiles) which decreased notyigahr over year and totaled $51.6
million (versus $51.7 million a year ago). In adlfit real estate construction loans to individsglsured by residential properties totaled
$18.9 million (versus $6.4 million a year ago), aadidential lot loans to individuals which total&t6.4 million (versus $18.6 million a year

ago).
At September 30, 2012, the Company had commitmentegke loans of $132 million, compared to $11diamlat September 30, 2011.

Loan Concentrations

Over the past five years, the Company has beemipgran aggressive program to reduce exposureatotigpes that have been most impa
by stressed market conditions in order to achiewet levels of credit loss volatility. The progrémeluded aggressive collection efforts, loan
sales and early stage loss mitigation strategiassied on the Company’s largest loans. Succességlgion of this program has significantly
reduced our exposure to larger balance loan ralstips (including multiple loans to a single boreswr borrower group). Commercial loan
relationships greater than $10 million were reduae&520.4 million to $77.2 million at September 3012 compared with year-end 2007.
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Commercial Relationships Greater than $10 Milliafollars in thousand}

Sept. 30 December 31
(Dollars in thousands 2012 2011 2010 2009 2008 2007
Performing $ 66,670 $ 84,61( $112,46¢ $145,79° $374,24. $592,40¢
Performing TDR* 10,52¢ 25,49 28,28¢ 31,15: 0 0
Nonaccrua 0 0 20,911 28,52¢ 14,87 5,152
Total $ 77,20, $110,10: $161,66¢ $205,47: $389,11: $597,56(
Top 10 Customer Loan Relationsh $113,49( $128,73¢ $151,507 $173,16: $228,80( $266,70:

* TDR = Troubled debt restructur

Commercial loan relationships greater than $10ionilas a percent of tier 1 capital and the allovedioc loan losses totaled 32.9 percent at
September 30, 2012, compared with 45.8 percergaatend 2011, 66.5 percent at year-end 2010, &c®pt at yeaend 2009, 162.1 perce
at the end of 2008 and 258.1 percent at the e20®1.

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

Sept. 3C December 31
2012 2011 2010 2009 2008 2007
Construction and land development loans to tosi biased capital 26% 22% 39% 81% 20€% 26=%
CRE loans to total risk based cap 165% 174% 21&% 274% 38<% 39(%

ALLOWANCE FOR LOAN LOSSES

Management continuously monitors the quality ofltdan portfolio and maintains an allowance for lé@sses it believes sufficient to absorb
probable losses inherent in the loan portfolio. @k@wance for loan losses declined to a total2#,$19,000 or 1.92 percent of total loans at
September 30, 2012. This amount represents $5@82%8s than at September 30, 2011 and $2,446¢86QHan at December 31, 2011. The
allowance for loan losses framework has two basiments: specific allowances for loans individuaisaluated for impairment, and a
formula-based component for pools of homogenecasslavithin the portfolio that have similar risk cheteristics, which are not individually
evaluated. The reduced concentrations, level opedarming loans and lower net charge-offs all dboted to a lower risk of loss and the
lower allowance for loan losses as of SeptembeRG02.

As of September 30, 2012, the specific allowantaed to impaired loans individually evaluated teta$8.5 million, compared to $8.7
million as of September 30, 2011.
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Our charge-off policy meets or exceeds regulatanimums. Losses on unsecured consumer loans asgnized at 90 days past due
compared to the regulatory loss criteria of 120sd&ecured consumer loans, including resident#lagtate, are typically charged-off or
charged down between 120 and 180 days past duendieg on the collateral type, in compliance wigd€ral Financial Institution
Examination Council guidelines. Commercial loand ezal estate loans are typically placed on nomat&tatus when principal or interest is
past due for 90 days or more, unless the loantts $ecured by collateral having realizable valuéaant to discharge the debt fodl and the
loan is in the legal process of collection. Secuoaths may be charged-down to the estimated vdltleeaollateral with previously accrued
unpaid interest reversed. Subsequent charge-offdomaequired as a result of changes in the makat of collateral or other repayment
prospects. Initial charge-off amounts are basedatuation estimates derived from appraisals, brokiee opinions, or other market
information. Generally, new appraisals are notikazkuntil the foreclosure process is completedyéwer, collateral values are evaluated
periodically based on market information and inceatal charge-offs are recorded if it is determitteat collateral values have declined from
their initial estimates.

Management continually evaluates the allowancéofan losses methodology seeking to refine and erehtitis process as appropriate, and it
is likely that the methodology will continue to éwe over time.

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

During the first, second and third quarters of 201 charge-offs totaled $3,415,000, $6,275,0@D%%416,000, respectively, compared to
net charge-offs during the first, second, third &mdth quarters of 2011 of $4,031,000, $4,024,@2830,000 and $3,268,000, respectively.
Note E to the financial statements (tit“Impaired Loans and Valuation Allowance for Loansses) summarizes the Company’s allocation of
the allowance for loan losses to construction and idevelopment loans, commercial and residergtateloans, commercial and financial
loans, and consumer loans, and provides more gpdeifail regarding charge-offs and recoveriesfich loan component and the
composition of the loan portfolio at September W 2. Although there is no assurance that we wilhave elevated charge-offs in the
future, we believe that we have significantly reelithe risks in our loan portfolio and that withtstizing market conditions, future charge-
offs should decline.

Concentrations of credit risk, discussed undectpion “Loan Portfolio” of this discussion and bsés, can affect the level of the allowance
and may involve loans to one borrower, an affiliageoup of borrowers, borrowers engaged in or dégenupon the same industry, or a
group of borrowers whose loans are predicated @sdame type of collateral. The Company’s most figrit concentration of credit is a
portfolio of loans secured by real estate. At Seyter 30, 2012, the Company had $1.092 billion anbsecured by real estate, representing
90.8 percent of total loans, compared to $1.10®bijlrepresenting 91.3 percent at September 301.20 addition, the Company is subjec

a geographic concentration of credit because it operates in central and southeastern Florida.
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Although down considerably, problems have remaingdcome producing commercial real estate loansre/leconomic conditions continue
to strain rental factors, and as rental rates @jreseed down we are reevaluating cash flow and warktrategies. These assets continue to
have good cash flow that permits resolution moiieldy, as compared to land loans.

While it is the Company’s policy to charge off metcurrent period loans in which a loss is considgrrobable, there are additional risks of
future losses that cannot be quantified precisebttibuted to particular loans or classes of fo&ecause these risks include the state of the
economy, borrower payment behaviors and local niadeditions as well as conditions affecting indival borrowers, management’s
judgment of the allowance is necessarily approxénaeid imprecise. The allowance is also subjeadalatory examinations ai
determinations as to adequacy, which may takeaatount such factors as the methodology used toleséé the allowance for loan losses
and the size of the allowance for loan losses mparison to a group of peer companies identifiethieyregulatory agencies.

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

NONPERFORMING ASSET:

Nonperforming asset“NPAs”") at September 30, 2012 totaled $53,338,0@0are comprised of $44,450,000 of nonaccrual |aawas
$8,888,000 of other real estate owned (“OREQ”), parad to $56,329,000 at September 30, 2011 (coetpas$32,627,000 in nonaccrual
loans and $23,702,000 of OREOQ). At September 302 28@pproximately 98.7 percent of nonaccrual loaee secured with real estate, the
remainder principally by marine vessels. See thkethelow for details about nonaccrual loans. Ait@ember 30, 2012, nonaccrual loans have
been written down by approximately $14.0 million23t.0 percent of the original loan balance (inahgdspecific impairment reserves). NPAs
are subject to changes in the economy, both ndlyoaiad locally, changes in monetary and fiscalig@es, changes in borrowers’ payment
behaviors and changes in conditions affecting wartmorrowers from Seacoast National.

As anticipated, the Company closed a number of OR&E6xs (contracted late in the first quarter of2@uring the second quarter of 2012,
reducing OREO outstanding. Compared to Septemhe2(B1, OREO was $14.8 million or 62.5 percent low#is represents the lowest
level of OREO since 2008.

As previously disclosed, during the first quarteR012 the Company had a $14.4 million performirayible debt restructure (“TDR")
commercial real estate loan participation migratednaccrual. During the second and third quade29d12, 35 loans were moved to
nonaccrual with an average balance of $415,000180¢ercent of the loans collateralized by retdtes The table below shows the
nonperforming inflows by quarter for 2012, 2011 284.0:

New Nonperforming Loan

(Dollars in thousands 2012 2011 2010

First quarter $20,20" $11,34¢ $11,89¢
Second quarte 17,29: 19,87 22,56(
Third quartel 14,52: 4,13 8,151
Fourth quarte 4,34¢ 9,99(
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Based on lower classified assets and impairedibatances as of September 30, 2012, managemenidsetimat future inflows to
nonperforming loans will be reduced.

The Company pursues loan restructurings in selaxdsds where it expects to realize better valua@s itay be expected through traditional
collection activities. The Company has worked wétail mortgage customers, when possible, to aeli@wer payment structures in an effort
to avoid foreclosure. TDRs are part of the Compsuhyss mitigation activities and can include ra&guctions, payment extensions and
principal deferrals. Company policy requires TDRattare classified as nonaccrual loans after resirimg remain on nonaccrual until
performance can be verified, which usually requéi@amonths of performance under the restructuvad terms. Accruing restructured loans
totaled $44.2 million at September 30, 2012 conp&we$72.8 million at September 30, 2011.

Nonaccrual Loan Accruing
Restructure
September 30, 2012 Non- Per-
(Dollars in thousands Current forming Total Loans
Construction & land developme
Residentia $ 69: $ 38C $ 1,07¢ $ 2,14¢
Commercia 0 29 29 0
Individuals 117 571 68¢ 58€
81C 98( 1,79(C 2,73¢
Residential real estate mortgay 9,80t 8,84¢ 18,65¢ 19,621
Commercial real estate mortgac 6,34( 17,07¢ 23,41¢ 21,41,
Real estate loar 16,95¢ 26,90¢ 43,86( 43,77¢
Commercial and financi 0 37 37 0
Consume 44( 11¢ 558 40C

$17,39¢ $27,05¢ $44,45( $ 44,17¢
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At September 30, 2012 and 2011, total TDRs (periimgrand nonperforming) were comprised of the follagoans by type of modification:

2012 2011

(Dollars in thousands Numbe Amount Numbe Amount
Rate reduction 11¢ $26,02¢ 92 $23,66:
Maturity extended with change in ten 94 24,91: 10¢ 44,89¢
Forgiveness of principi 1 2,14¢ 2 2,38¢
Payment structure changed to allow for interesy palyments 1 917 4 2,45¢
Not elsewhere classifie 12 10,62 18 16,60:

227 $64,62: 22E $90,00:

During the nine months ended September 30, 201@yridentified TDRs totaled $9.6 million, comparex$31.2 million for all of 2011.

Loan modifications are not reported in calendaryadter modification if the loans were modifiedaatinterest rate equal to the yields of new
loan originations with comparable risk and the bare performing based on the terms of the resitinct agreements. Accruing loans that
were restructured within the twelve months precg@eptember 30, 2012 and defaulted during themiorths ended September 30, 2012
summed to $825,000. A restructured loan is consdlar default when it becomes 60 days or more ghastunder the modified terms, has
been transferred to nonaccrual status, or hastoeesferred to other real estate owned.

At September 30, 2012, loans totaling $88,629,08fwonsidered impaired (comprised of total nonadand TDRs) and $8,518,000 of the
allowance for loan losses was allocated for paditsses on these loans, compared to $105,40&0088,704,000, respectively, at
September 30, 2011.

All impaired loans are reviewed quarterly to detigarif valuation adjustments are necessary basdshown changes in the market and/or
project assumptions. When necessary, the “Agpgraised value may be adjusted based on moret i@ge@isal assumptions received by
Company on other similar properties, the tax agskssarket value, comparative sales and/or an atealuation. If an updated assessment is
deemed necessary and an internal valuation caenotedle, an external “As 1s” appraisal will be ofal. If the “As Is” appraisal does not
appropriately reflect the current fair market valimethe Company opinion, a specific reserve is established arntiéotoan is written down
the current fair market value.

Collateral dependent impaired loans are loansatesolely dependent on the liquidation of theatetal for repayment. All other real estate
owned (“OREO”) and repossessed assets (“RER@'yeviewed quarterly to determine if valuatiojuatinents are necessary based on kr
changes in the market and/or project assumptiom&nMecessary, the “As Is” appraisal is adjustegd@n more recent appraisal
assumptions received by the Company on other simitgperties, the tax assessment market value, @a@tipe sales and/or an internal
valuation is performed. If an updated assessmeatgdgmed necessary, and an internal valuation céenetade, an external appraisal will be
requested. Upon receipt of the “As Is” appraisaharge-off is recognized for the difference betwtenloan amount and its current fair
market value.
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“As Is” values are used to measure fair markete/aln impaired loans, OREO and REPOs.
Any loan that is partially charged-off remains wnperforming status until it is paid off regardlesurrent valuation of the loan.

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

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

SECURITIES

At September 30, 2012, the Company had no tradingrties, $588,248,000 in securities availablestde (representing 97.4 percent of total
securities), and securities held for investmer# 1,556,000 (2.6 percent of total securities). Toenpany’s securities portfolio decreased
$32.0 million or 5.0 percent from September 30,208fd decreased $64.5 million, or 9.7 percent fimoember 31, 2011. Year over year,
the portfolio decrease is due to the sale of stesiluring the first and second quarters of 2012 @incipal repayments.

As part of the Company’s interest rate risk managgmrocess, an average duration for the secuptigfolio is targeted. In addition,
securities are acquired which return principal rhinthat can be reinvested. Agency and privatel latmetgage backed securities and
collateralized mortgage obligations comprise $523,000 of total securities, approximately 98 petadrthe portfolio. Remaining securities
are largely comprised of U.S. Treasury, U.S. Gowemt agency securities and axempt bonds issued by states, counties and mafitip.

The effective duration of the investment portfaioSeptember 30, 2012 was 2.3 years, comparegdarago when the duration was 2.6
years.

Cash and due from banks and interest bearing defagigregated) totaled $172,718,000 at Septenthe&t0d.2, compared to $116,885,000 at
September 30, 2011. The Company has maintaineti@ddiliquidity during the uncertain environmemtighas remaining proceeds from the
securities sales that may be used to increase &ahsvestments as the economy continues to ingprov

At September 30, 2012, available for sale secsrhgad gross losses of $1,199,000 and gross gaft;@34,000, compared to gross losses of
$3,840,000 and gross gains of $12,355,000 at Deeefiy 2011. All of the securities with unrealidegses are reviewed for other-than-
temporary impairment at least quarterly. As a itesiuthese reviews, it was determined that the alimed losses were not other than
temporarily impaired and the Company has the irdedtability to retain these securities (see aaiutiti discussion undeCtitical Accounting
Estimates-Fair Value and Other than Temporary Impeait of Securities Classified as Available fore3pl
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Company management considers the overall qualithieo§ecurities portfolio to be high. The Compaag ho exposure to securities with
subprime collateral. The Company holds no interiestaust preferred securities.

DEPOSITS AND BORROWINGS

The Companys balance sheet continues to be primarily coreddnd@ihe Company continues to utilize a focused|ratal commercial depot
growth strategy that has successfully generategl @eposit relationships and increased servicebqesehold since its implementation in the
first quarter of 2008. A total of 9,666 new houdesdave started banking with Seacoast over thietwatse months, and these households
have opened 9,446 new checking accounts, an irecodasl.3 percent over the number of new accoymsed during the prior twelve
months. Newly acquired personal checking relatiggsstvere up 10.4 percent and new commercial busiclescking relationships increased
8.7 percent during the third quarter of 2012 coragdo the same quarter in 2011.

Total deposits increased $18,192,000, or 1.1 pereef1,679,466,000 at September 30, 2012 comgarede year earlier. Declining single
service time deposits were more than offset byeiasing low cost or no cost deposits. Since SepteBthe2011, interest bearing deposits
(NOW, savings and money markets deposits) increfged45,000 or 9.4 percent to $926,960,000, nerest bearing demand deposits
increased $84,889,000 or 26.2 percent to $409,0854hd CDs decreased $146,142,000 or 29.9 perc&843,361,000. The Company has
historically priced CDs conservatively and has torgd to follow this strategy.

Securities sold under repurchase agreements irctea®r the past twelve months by $15,831,000 & fidrcent to $122,393,000 at
September 30, 2012. Repurchase agreements aredffgiSeacoast National to select customers who wisweep excess balances on a
daily basis for investment purposes. Funds frorallgovernment entities comprise a significant ant@dithe outstanding balance, with
safety a major concern for these customers. Atedaper 30, 2012, the number of sweep repurchaselatscavas 153, compared to 169 a
ago.

OFF-BALANCE SHEET TRANSACTIONS

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

Lending commitments include unfunded loan committmamd standby and commercial letters of credlarge majority of loan
commitments and standby letters of credit expirtaauit being funded, and accordingly, total contratmounts are not representative of
actual future credit exposure or liquidity requikmts. Loan commitments and letters of credit explose&Company to credit risk in the event
that the customer draws on the commitment and sulesdly fails to perform under the terms of thedieg agreement.
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Loan commitments to customers are made in the riarouase of our commercial and retail lending basses. For commercial customers,
loan commitments generally take the form of revadvecredit arrangements. For retail customers, gmanmitments generally are lines of
credit secured by residential property. These umsénts are not recorded on the balance sheeffumti$ are advanced under the commitm
For loan commitments, the contractual amount adraraitment represents the maximum potential crésktthat could result if the entire
commitment had been funded, the borrower had mébmeed according to the terms of the contract, mmdollateral had been provided.
Loan commitments were $132 million at September2BA2, and $112 million at September 30, 2011.

INTEREST RATE SENSITIVITY

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

Senior management regularly reviews the overadredt rate risk position and evaluates strategiesanage the risk. The Company’s most
recent Asset and Liability Management Committeel{T") model simulation indicates net interest in@mould increase 9.9 percent if
interest rates are shocked 200 basis points uptbgarext 12 months and 6.4 percent if interestsrate shocked up 100 basis points. Recent
regulatory guidance has placed more emphasis ershaicks.

The Company had a positive gap position based ntraiual and prepayment assumptions for the rgxndnths, with a positive cumulati
interest rate sensitivity gap as a percentagetaf éarning assets of 16.0 percent, based on it reoent ALCO modeling. This result
includes assumptions for core deposit re-pricifglaged for the Company by an independent thirdypeonsulting group.

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

LIQUIDITY MANAGEMENT

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

Funding sources primarily include customer-based deposits, collateral-backed borrowings, cashglirom operations, and asset
securitizations and sales.
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Cash flows from operations are a significant congmbrof liquidity risk management and we considehliteposit maturities and the
scheduled cash flows from loan and investment ritegsiand payments. Deposits are also a primargceonf liquidity. The stability of this
funding source is affected by numerous factorduiling returns available to customers on altermaitivestments, the quality of customer
service levels, safety and competitive forces. Biginely use securities and loans as collateraséoured borrowings. In the event of severe
market disruptions, we have access to securedwimgs through the FHLB and the Federal Reserve BRduAklanta.

Contractual maturities for assets and liabilitiess i@viewed to meet current and expected futuredity requirements. Sources of liquidity,
both anticipated and unanticipated, are maintaithezligh a portfolio of high quality marketable asssuch as residential mortgage loans,
securities held for sale and interest bearing depdshe Company also has access to borrowed fsunctsas an FHLB line of credit and the
Federal Reserve Bank of Atlanta under its borrowesustody program. The Company is also able t@igdeshort term financing of its
activities by selling, under an agreement to refpase, United States Treasury and Government agencyities not pledged to secure public
deposits or trust funds. At September 30, 2012¢&@®st National had available unsecured lines ofr8Bton and lines of credit under current
lendable collateral value, which are subject tongea of $520 million. Seacoast National had $384ianiof United States Treasury and
Government agency securities and mortgage backedises not pledged and available for use undeunghase agreements, and had an
additional $161 million in residential and commatgkal estate loans available as collateral. mmgarison, at September 30, 2011, the
Company had available unsecured lines of $40 millind lines of credit of $416 million, and had $44lion of Treasury and Government
agency securities and mortgage backed securitigal@aged and available for use under repurchaseatgents, as well as an additional $194
million in residential and commercial real estatarls available as collateral.

Liquidity, as measured in the form of cash and eglivalents (including interest bearing depositsthled $172,718,000 on a consolidated
basis at September 30, 2012 as compared to $116(8B&t September 30, 2011. The composition of aadhcash equivalents has changed
from a year ago. Over the past twelve months, aashdue from banks increased $1,628,000 to $3@OB3Nnd interest bearing deposits
increased to $141,783,000 from $87,578,000. Therast bearing deposits are maintained in Seacadgirdl’s account at the Federal
Reserve Bank of Atlanta. Cash and cash equivalemyswith seasonal deposit movements and are ggnbigher in the winter than in the
summer, and vary with the level of principal rep&ys and investment activity occurring in Seacbkdional’s securities and loan portfoli
Proceeds from securities sales of $112 million,Sdtillion and $22 million in the first, second atidird quarters of 2012, respectively,
contributed to higher liquidity at September 301200ur intent is to reinvest excess liquidity ithe loan and securities portfolio, as market
opportunities and conditions meet expectations.

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

The Company is a legal entity separate and distinoot Seacoast National and its other subsidiaxasious legal limitations, including
Section 23A and 23B of the Federal Reserve ActRattbral Reserve Regulation W, restrict SeacoasviNatfrom lending or otherwise
supplying funds to the Company or its non-bank liéases. The Company has traditionally

55



Table of Contents

relied upon dividends from Seacoast National acdsties offerings to provide funds to pay the Camys expenses, to service the
Company'’s debt and to pay dividends upon Companywon stock and preferred stock. In 2008 and 208@¢c&ast National paid dividends
to the Company that exceeded its earnings in theaes. Seacoast National cannot currently pay endd to the Company without prior Ot
approval. At September 30, 2012, the Company hald aad cash equivalents at the parent of approglyn®?.9 million. In comparison, at
September 30, 2011, the Company had cash and gasfakents at the parent of approximately $12.1ioml During the third quarter of
2011, the Company remitted all deferred and cumdeandends due upon its Series A preferred stockelbas distributions on its subordina
debt related to trust preferred securities issheoligh affiliated trusts. All of the Series A Pneéal stock funds received in December 2008
have been contributed as additional capital to &estd\ational. Additional losses could prolong $eat Nationab inability to pay dividend
to its parent without regulatory approval (see “itdResources”).

EFFECTS OF INFLATION AND CHANGING PRICES

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

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

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

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

amended (the “Exchange Act”).

Forward-looking statements include statements wegipect to our beliefs, plans, objectives, goadgeetations, anticipations, estimates and
intentions, and involve known and unknown riskszentainties and other factors, which may be beymmndcontrol, and which may cause the
actual results, performance or achievements of@esato be materially different from future respfisrformance or achievements expressed
or implied by such forward-looking statements. Yatwuld not expect us to update any forward-lookitagements.
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All statements other than statements of histofetl are statements that could be forward-lookiagesnents. You can identify these forward-
looking statements through our use of words sucimay,” “will,” “anticipate,” “assume,” “should,” Support”, “indicate,” “would,”
“believe,” “contemplate,” “expect,” “estimate,” “atinue,” “further”, “point to,” “project,” “could,”“intend” or other similar words and

expressions of the future. These forward-lookirrgeshents may not be realized due to a varietyatbfa, including, without limitation:
» the effects of future economic and market cond#joncluding seasonalit
» governmental monetary and fiscal policies, as allegislative, tax and regulatory chan¢

» legislative and regulatory changes, including clesng banking, securities and tax laws and regiatand their application by our
regulators, and changes in the scope and cost k& FiBurance and other covera

» changes in accounting policies, rules and pract

» the risks of changes in interest rates on the lamndlcomposition of deposits, loan demand, liguiditd the values of loan collateral,
securities, and interest sensitive assets anditiesj interest rate risks, sensitivities and shepe of the yield curvi

» the effects of competition from other commerciahks thrifts, mortgage banking firms, consumerriceacompanies, credit unions,
securities brokerage firms, insurance companiesigynmarket and other mutual funds and other firdmiestitutions operating in our
market areas and elsewhere, including institutegrerating regionally, nationally and internatiogatbgether with such competitors
offering banking products and services by maigghbne, computer and the Interr

» the failure of assumptions underlying the estabtisht of reserves for possible loan los:

» the risks of mergers and acquisitions, includehatit limitation, unexpected transaction costs,udiig the costs of integrating
operations; the risks that the businesses wilbedntegrated successfully or that such integratiay be more difficult, timeonsuming
or costly than expecte

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

» the risk of deposit and customer attrition; anyngdes in deposit mix; unexpected operating and athsts, which may differ or change
from expectations

» the risks of customer and employee loss and busiissuption, including, without limitation, as thesult of difficulties in maintaining
relationships with employees; increased competjiiessures and solicitations of customers by catopgtas well as the difficulties
and risks inherent with entering new markets;
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» other risks and uncertainties described hereinraodr annual report on Form 10-K for the year ehBecember 31, 2011 and
otherwise in our Securities and Exchange Commissic* SEC”, reports and filings

All written or oral forward-looking statements #ttrtable to us are expressly qualified in theiirety by this cautionary notice. We have no
obligation and do not undertake to update, revisebarect any of the forward-looking statementgsiafhe date of this report, or after the
respective dates on which such statements othearésmade.

58



Table of Contents

Item 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET RISK
See Management'’s discussion and analysis “Int&at& Sensitivity”.

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

Interest rate risk, defined as the exposure ofrmietest income and Economic Value of Equity, oWEE’ to adverse movements in interest
rates, is the Company’s primary market risk, anthiparises from the structure of the balance sfmat-trading activities). The Company is
also exposed to market risk in its investing atitgi The Company’s Asset/Liability Committee, &L'CO,” meets regularly and is
responsible for reviewing the interest rate sevigitposition of the Company and establishing gebco monitor and limit exposure to inte
rate risk. The policies established by the ALCOrargewed and approved by the Company’s Board cédddrs. The primary goal of interest
rate risk management is to control exposure taésteaate risk, within policy limits approved byetBoard. These limits reflect the Company’
tolerance for interest rate risk over short-terrd lEmg-term horizons.

The Company also performs valuation analyses, wauietused for evaluating levels of risk preserthébalance sheet that might not be t:
into account in the net interest income simulatioalyses. Whereas net interest income simulatiginights exposures over a relatively short
time horizon, valuation analysis incorporates aittflows over the estimated remaining life otallance sheet positions. The valuation o
balance sheet, at a point in time, is defined agltbcounted present value of asset cash flowssiireudiscounted value of liability cash
flows, the net result of which is the EVE. The sevity of EVE to changes in the level of intereates is a measure of the longer-term re-
pricing risks and options risks embedded in thamed sheet. In contrast to the net interest incgimalation, which assumes interest rates
will change over a period of time, EVE uses insdiarbus changes in rates. EVE values only the dusedance sheet, and does not
incorporate the growth assumptions that are uséukimet interest income simulation model. As it net interest income simulation
model, assumptions about the timing and variabilftalance sheet cash flows are critical in the&eEMalysis. Particularly important are the
assumptions driving prepayments and the expectadges in balances and pricing of the indetermilif@teleposit portfolios. Based on our
most recent modeling, an instantaneous 100 bagisiporease in rates is estimated to increas&ie 8.6 percent versus the EVE in a sti
rate environment, while a 200 basis point incréasates is estimated to increase the EVE 14.5qoérc

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

The Company’s management, with the participatioitsothief executive officer and chief financiafioér has evaluated the effectiveness of
the Company’s disclosure controls and proceduresg€ined in Rule 13a-15(e) and Rule 15d-15(e) utideExchange Act) as of
September 30, 2012 and concluded that those disel@sntrols and procedures are effective. Theve baen no changes to the Company’s
internal control over financial reporting that oomd since the beginning of the Company’s firstrtgreof 2012 that have materially affected,
or are reasonably likely to materially affect, ttempany’s internal control over financial reporting

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

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

Item 1A. Risk Factors

In addition to the other information set forth mstreport, you should consider the factors disediss “Part I, Item 1A. Risk Factors” in our
report on Form 10-K/A for the year ended Decemier2®11, which could materially affect our busindssncial condition and prospective
results. The risks described in this report, inBom 10-K/A or our other SEC filings are not thdyorisks facing our Company. Additional
risks and uncertainties not currently known to uthat we currently deem to be immaterial also rmeaagerially adversely affect our business,
financial condition or future results.
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Item 2. Unregistered Sales of Equity Securities andse of Proceeds
Issuer purchases of equity securities during tts¢, §econd and third quarters of 2012 were asvisii

Maximum

Total Total Number o Number of
Number o Shares Purchas Shares that Ma
Average Pric yet be Purchas:

Shares as part of Public

Perioc Purchase Paid Per Sha Announced Plar Under the Plai
1/1/12 to 1/31/12 1,83¢ $ 1.67 676,49: 148,50¢
2/1/12 to 2/29/1. 1,70¢ 1.8C 678,19¢ 146,80:
3/1/12 to 3/31/1. 1,64¢ 1.8¢ 679,84« 145,15¢
Total - 1stQuarter 5,18¢ 1.77 679,84« 145,15¢
4/1/12 to 4/30/1: 2,51( 1.67 682,35 142,64¢
5/1/12 to 5/31/1. 1,76¢ 1.5C 684,11¢ 140,88:
6/1/12 to 6/30/1.: 1,87¢ 1.41 685,99 139,00t
Total - 2nd Quarte 6,15( 1.54 685,99 139,00t
7/1/12 to 7/31/1. 2,05¢ 1.5z 688,05: 136,94°
8/1/12 to 8/31/1. 1,83¢ 1.44 689,89: 135,10¢
9/1/12 to 9/30/1. 53,76¢ 1.4¢ 743,65’ 81,34:
Total - 3rd Quarte 57,66 1.4¢ 743,65 81,34

* The plan to purchase equity securities totaling, 823 was approved on September 18, 2001, with poation date

Item 3. Defaults upon Senior Securities
None

Item 4. Submission of Matters to a Vote of Securityolders
None

Iltem 5. Other Information

During the period covered by this report, there masnformation required to be disclosed by us @uarent Report on Form 8-K that was not
so reported, nor were there any material changtésetprocedures by which our security holders ne@pmmend nominees to our Board of
Directors.
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Iltem 6. Exhibits

Exhibit 31.1
Exhibit 31.z
Exhibit 32.1

Exhibit 32.2

Exhibit 101

Certification of the Chief Executive Officer Pursiiao Section 302 of the Sarba-Oxley Act of 2002
Certification of the Chief Financial Officer Pursudo Section 302 of the Sarba-Oxley Act of 2002

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

Statement of Chief Financial Officer Pursuant tdUl8.C. Section 1350, Adopted Pursuant to Sectihd the
Sarbane-Oxley Act of 2002

The following materials from Seacoast Banking Coation of Florida’s Quarterly Report on Form 10-® the
quarter ended September 30, 2012 formatted in XBRtensible Business Reporting Language): (i) tbadensed
Consolidated Balance Sheets, (ii) the Condenseddidated Statements of Operations, (iii) the Cosee
Consolidated Statements of Cash Flows, (iv) theeBltd Condensed Consolidated Financial Staterr
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SIGNATURE

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

SEACOAST BANKING CORPORATION OF FLORID;

November 7, 201 /s/ Dennis S. Hudson, Il
DENNIS S. HUDSON, IlI
Chairman & Chief Executive Office

November 7, 201 /s/ William R. Hahl
WILLIAM R. HAHL
Executive Vice President & Chief Financial Offic
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EXHIBIT 31.1

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

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

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

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

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

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

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

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

d. Disclosed in this report any change in the tegig's internal control over financial reportirgat occurred during the
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an aimaport) that has
materially affected, or is reasonably likely to erélly affect, the registrard’internal control over financial reportir
and



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

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

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

/s/ Dennis S. Hudson , llI
Dennis S. Hudson, I
Chairman & Chief Executive Office

Date: November 7, 2012



EXHIBIT 31.2

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

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

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

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

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

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

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

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

d. Disclosed in this report any change in the tegig's internal control over financial reportirgat occurred during the
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an aimaport) that has
materially affected, or is reasonably likely to erélly affect, the registrard’internal control over financial reportir
and



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

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

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

/s/ William R. Hahl

William R. Hahl
Executive Vice President and Chief Financial Offi

Date: November 7, 2012



EXHIBIT 32.1

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

In connection with the Quarterly Report on FormQ@f Seacoast Banking Corporation of Florida (“Camg’) for the period ended
September 30, 2012 (“Report”), I, Dennis S. Hudd$bin,Chairman and Chief Executive Officer of tB@mpany, do hereby certify, pursuant
to 18 U.S.C. § 1350, as adopted pursuant to § 8T6® Sarbanes-Oxley Act of 2002, that:

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

Date: November 7, 2012 /s/ Dennis S. Hudson , I
Dennis S. Hudson, |
Chairman & Chief Executive Office




EXHIBIT 32.2

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

In connection with the Quarterly Report on FormQ@f Seacoast Banking Corporation of Florida (“Camg’) for the period ended
September 30, 2012 (“Report”), I, William R. HaBkecutive Vice President and Chief Financial Offiokthe Company, do hereby certify,
pursuant to 18 U.S.C. § 1350, as adopted pursad906 of The Sarbanes-Oxley Act of 2002, that:

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

Date: November 7, 2012 /s/ William R. Hahl
William R. Hahl
Executive Vice President and Chief Financial Offi




